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Tel. (318) 462-1001 

Board of Directors 
Vernon Conm lunity Action Council, lnc 
Lecsville. Louisiana 

6 ~o_m  O. guega~L 
Certified Public A ccountant 

104 W est 2nd Street 
D eRidder, Louisiana 70634 

Independent Auditor's Report 

Fax (318) 462-0120 

I have audited tile accompanying statement of financial position of Vernon Community Action Council, Inc. (a 
nonprofit orgauization) as of December 31, 1997, and the related statements of activities and cash flows for the year 
then ended. These financial statem ents are the responsibility of the Vernon Com m unity Action Council, lnc. and 
Education's m anagem ent. M y responsibility is to express an opinion on these financial statem ents based on m y audit. 

I conducted m y audit in accordance with generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the comptroller General of the United States. Those 
standards require that ] plan and perform the audit to obtain reasonable assurance about whether tbe financial statements 
arc fiee of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting the am onuts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and the 
significant estim ates m ade by managem ent, as well as evaluating the overall financial statement presentation. 1 believe 
that m y audit provides a reasonable basis for m y opinion. 

In m y opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the financial position 
of Vernon Conm m nity Action Council, In~:. and as of December 31, 1997, and the changes in its net assets and its cash 
flows for the year then ended in conform ity with generally accepted accounting principles. 

In accordance w ith Government Auditing Standards, I have also issued m y report dated July 24, 1998, on my 
consideration of Vernon Comm unity Action Council, lne.'s internal control over financial reporting and m y tests of its 
conrp liance with certain provisions of laws, regulations, contracts and grants. 

The accom panying schedule of expenditures of federal awards is presented for purposes of additional analysis as 

required by U. S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, andNon- 
Profit Organizations, and is not a required part oftbe basic financial statements. Such information has been subjected 
to the auditing procedures applied in the audit of the basic financial statements and, in my opinion, is fairly stated, in 
all m aterial respects, in relation to the basic financial statem ents taken as a whole. 

July 24, 1998 



V ER N O N C O M M U N ITY A C TIO N C O U N C IL , IN C 
S TA T E M E N T O F FIN A N C IA L PO SITIO N 

D ecem ber 31, 1997 

Assets 

Current Assets 

Cash and cash equivalents 

Grants Receivable (Net) 

Total Current Assets 

N oncurrent assets 

Fixed Assets - At cost (N et of accumulated depreciation of $59,204) 

Total N oncurrent Assets 

Total Assets 

Liabilities and Net Assets 

Current Liabilities 

N ote payable to Police Jury 

Accounts payable and accrued expenses 

Accrued vacation pay 

Due to funding agency 

Total Current Liabilities/Total Liabilities 

N et assets 

Unrestricted N etAssets 

Undesignated 

Fixed Assets 

Total Unrestricted Net Assets/Total Net Assets 

Total Liabilities and Net Assets 

The accom panying notes are an integral part of these statem ents 

1997 

12,652 

54,109 

66.761 

34,579 

34,579 

01,340 

10,000 

11,647 
4,851 

7.374 

33.872 

32,889 

34,579 

67.468 

101.340 
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V ER N O N C O M M U NITY AC TIO N CO U N CIL, INC . 

STA TE M E N T O F A C TI V ITIES 

For the Year Ended D ecem ber 31, 1997 

Changes in Unrestricted Net Assets 

Revenues 

Grant - Contract Support 

Developer Fees 

Rent 

Contributions 

Interest 

Sundry 

Total Unrestricted Revenues 

Expenses 

Program Services 

Salaries and Benefits 

Travcl 

Rent 

Client Assistance 

Architect Fees- Section 81 

Total Program Services 

Support Services 

M anagem ent and Genera 

Total Support Services 

Total Expcuscs 

Decrease in Net Assets 

Net Assets at Beginning of Year As Stated 

Prior Period Adjustment - Correction of Error 

Net Assets at Beginning of Year as Restated 

Net Assets at End of Year 

The accom panying notes are an integral part of these statem ents 

1997 

376,055 

27,790 

7,080 

5,174 

436 

2,350 

418.885 

227,301 

6,972 

20,000 

90,127 

21.768 

366.168 

60,854 

60,854 

427,022 

(8,137) 

120,060 

(44,455) 

75,605 

67.468 
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V ER N O N C O M M U NITY A C TIO N C O U N C IL, INC . 

STA TE M EN T O F C A SH  FLO W S 
For the Y ear Ended D ecem ber 31, 1997 

Cash Flows From O perating Activities 

Net decrease in net assets 

Adjustment to reconcile change in net assets 
to net cash used by operating activities 

Depreciation 

Decrease in grants receivable 

Decrease in other assets 

Decrease in accounts payable and accrued expenses 

lncrease in due to fund agency 

Increase in N ote Payable 

N et cash provided by operating activities 

Cash Flows From lntesting Activities 

Acquisition of Fixed Assets 

Net Cash Used in Investing Activities 

N et cash ued by investing Activities 

Net Increase in Cash and Cash Equivalents 

Cash and Cash Equivalents at Beginning of Year 

Cash and Cash Equivalents at End of Year 

The accom panying notes are an integral part of these statem ents 

$ 

$ 

1997 

(8,137) 

8,881 

4,571 

276 

(10,275) 
5,054 

10,000 

10.370 

(4,664) 

(4,664) 

(4,664) 

5,706 

6,946 

12.652 



VERNON COM M UN ITY ACTION COUNCIL, 1NC 
Leesville, Louisiana 

Notes to Financial Statem ents 
For the Year ended December 31.1997 

Note 1 - SUM M ARY OF SIGN IFICANT ACCOUNTING POLICIES 

[a] Nature of Activities 

Vernon Com m unity Action Council, Inc. is a nonprofit corporation incorporated to strengthen and preserve the dignity 
and econom ic m ix of the parish. The work of the corporation significantly affects three levels of com m unity life: 
helping individuals and fam ilies with housing, social services; and developing new program s in cooperation w ith other 
local organizations to m eet pressing comm unity needs; and serving as an advocate for women and children and 
protection of the neighborhood environment. 

[b] Basis of Accounting 

The financial statem ents have been prepared on the accrual basis of accounting in accordance w ith generally accepted 
accounting principles. 

tel Basis of Presentation 

Financial statem ent presentation follows the recom mendations of the Financial Accounting Standards Board ill its 

Statements of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. 
Under SFAS 117, the Organization is required to report inform ation regarding its financial position and activities 
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently 
restricted net assets. 

[d] Cash and Cash Equivalents 

For purposes of the Statement of Cash Flows, the Organization considers all unrestricted highly liquid investnw nts with 
an initial maturity of three months or less to be cash equivalents. 

tel Concentration of Revenue/Support 

The Organization receives apw oximately 30%  of its annual revenue and support from the State Departm ent of Labor 
Com nm nity Developm ent Block Grant. 

Donated Property and Equipm ent 

Donations of property and equipment are recorded as contributions at their estimated fair value at the date of donation. 
Such donations are reported as increases in unrestricted net assets unless the donor has restricted the donated asset to 
a specific purpose. Assets donated w ith explicit restrictions regarding their use and contributions of cash that m ust be 
used to acquire property and equipment are reported as restricted contributions. Absent donor stipulations regarding 
how long those donated assets must be maintained, the Organization reports expirations of donor restrictions when the 
donated or acquired assets are placed in service as instructed by the donor. Tile Organization reclassifies temporarily 
restricted net assets to unrestricted net assets at that tim e. 



[g] Donated Services 

No am ounts have been reflected in the financial statements for donated services. The Organization pays for services 
requiring specific expertise. 

[h] Estimates 

M anagement uses estim ates and assumptions in preparing financial statements. Those estim ates and assum ptions affect 
the reported am ounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues 
and expenses. Actual results could differ from those estimates. 

[1] Income Tax Status 

The Vernon Community Action Council, Inc. is exempt from federal income tax under Section 501(0(3) of the Internal 
Revenue Service Code. However, income, if any, from certain activities not directly related to the Organization's tax- 
exempt purpose is subject to taxation as unrelated business income. In addition, the Organization qualifies for the 
charitable contribution deduction under Section 170 (b)(l)(A) and has been classified as an organization that is not a 
private foundation under Section 509(a)(2). 

[J] Property and Equipment 

All acquisitions of property and equipment in excess of $500 and all expenditures for repairs, maintenance, renewals, 
and betterm ents that m aterially prolong the useful lives of assets are capitalized. Property and equipment are carried 
at cost or, if donated, at the approxim ate fair value at the date of donation. Depreciation is computed using primarily 
the straight-line m ethod over the estim ated useful lives of the assets generally as follows: 

Furnitnre and Equipm ent 
V ehicles 
Buildings 

Note 2 - CHAN GE IN ACCOUNTING PRINCIPLES 

Change for N ew Pronouncem ent 

5 years 
3 years 
27 years 

In 1997, the Organization adopted Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements 
of Not-for-Profit Organizations'. Under SFAS No. 117, the Organization is required to report information regarding its 
financial position and activities according to three classes of net assets: unrestricted net assets, tem porarily restricted 
net assets, and permanently restricted net assets. In addition, the Organization is required to present a Statement of Cash 
Flows. As perm itted by the Statement, the Organization has discontinued its use of fund accounting and has, 
accordingly, reclassified its financial statem ents to present the three classes of net assets required. This reclassification 
had the effect of reducing net assets by $29,365 for prior years depreciation. 

Note 3 - CO M M ITM EN TS 

On July 16, 1996, the Organization entered into an agreement to lease Lots 1 and 4 of Block 4, Old Survey of Leesville, 
Louisiana. The prim ary term of the lease is 48 m onths commencing July 1, 1995 and ending the last day of June, 1999, 
m onthly rental fees of $300 per m onth. Further, the lease agreement grants the Lessee the exclusive right, privilege, 
or option to extend the lease for an additional term of 24 m onths which would extend the term of the lease to the last 
day of June, 2001. 



Lessee shall notify tim Lessor in writing 30 days prior to the expiration of the primary term of the lease of Lessee's 
intentions to renew and extend for a new term of all additional 24 m onths at a rental value of $275 per m onth. 

Future m ininm m lease payment under operating leases that have remaining terms in excess of one year as of December 
31. 1997 are: 

Years Ending December3 

1998 
1999 

Note 4 - DEBT 

Note Payable 

Total M inim um lease paym ent 

$3,600 
1,800 

The Organization has an interest-free note that is payable to the Vernon Parish Police Jury in tile amount of $10,000 
This note is due on dem and. 

Note 5 - PRIOR PERIOD ADJUSTM ENTS 

Certain errors resulting in all overstatement of previously reported fixed assets were discovered during the current year. 
Accordingly, an adjustment of $29,365 was made during 1997 to write down fixed assets as of/he beginning of the year. 
Certain errors resulting in the understatement of previously reported liabilities were discovered during the current year. 

Accordingly, an adjustment of $15,054 was made during 1997 to write up liabilities at the beginning of the year. 
Corresponding eotries were m ade to reduce previously reported net assets. The effcct of the restatem eot o11 net assets 
for 1996 is not determ inable. 

Note 6 - PROPERTY AN[) EQUIPM ENT 

Property and equipm ent cousisting of the follow ing 

Land 
Buildings 
Equipm ent 

Accum ulated Depreciation 

Note 7 - RELATED PARTY TRAN SACTION 

$ 4,000 
39,000 

_ ~0,783 
93,783 

~~9,204) 
~34,579 

"lhe Vernon Comm unity Action Council, Inc. is a 50%  m anaging partner of the Vernon Place Apartments Partnership; 
the Butler Street Estates Partnership; and, New Llano Senior Apartm ents Partnership with Calhoun Property 
M anagement, Inc. who is a 50%  financial partner. The Vernon Cmnm unity Action Council, Inc. has a zero equity in 
the partnerships and Calhoun has stated that they hold the VCAC harm less in losses of the Partnership. The Vernon 
Community Action Council, Inc. receives a monthly rental fee of $15 per rented unit per month which is paid by 
Calhoun. Additionally, the Vernon Comm unity Action Council, Inc. receives a specified developer fee from each 

project. Previously, the VCAC has received $27,790 from Vernon Place and should have received $4,509 from the 
Butler Street Estates Project. The $4,509 from Butler Street Estates has not been recorded in the financial statements. 



The amount to be received from Calhoun for the New Llano Project has not been recorded in the financial statements 
prim arily because the appropriate am ount of the fee has not been determ ined. 

Note 8 - G RANTS RECEIVABLE 

Grants receivable represent amounts that have been expended for grant purposes and are to be reim bursed by the 
grantor. Consequently, an allowance for uncollectible am ounts was established even though it was not m ateriah 

Note 9 - PENSION PLAN S 

The Vernon Com m unity Action Council, Inc. does not have a pension plan for its employees; however, they do 
participate in the FICA program . 

Note 10 - COM PEN SATED A BSENCES 

The Vernon Com m unity Action Council, Inc. accrues a liability for vacation pay in accordance with SFAS No. 43 

Note 11 - OFF-BALAN CE SHEET RISK 

The Vernon Com m unity Action Council, Inc. does not engage in off-balance sheet financing as defined in FAS 
Statem ent 105. 

Note 12 - BAN K ACCOUNTS 

In accordance with FAS Statement 105, the Vern on Comm unity Action Council, Inc. m aintains all funds in one bank. 
These funds are secured by the Federal Deposit Insurance Corporation in the amount of$100,000, q'he monetary assets 
of Vernon Com m unity Action Council, Inc. does not exceed the insured amount. 

Note 13 - ECONOM IC DEPENDEN CY 

The Vernon Com munity Action Council, Inc. receives a substantial amount of its support fi'om the Federal Governm ent 

Renewal of these grants are subject to approval from year to year. 

Note 14 - TEM PORARII.Y AN D PERM ANENTLY RESTRICTED NET ASSETS 

N one 

Note 15 - SUBSEQUENT EVENTS 

On M ay 4, 1998, the State Inspector General reported that the Vernon Com m unity Action Council, Inc. owed the 
Vernon Council on Aging, Inc. a total of $29,110 in back rental payments for the period July, 1994 through June, 1997. 
The Governor's Offi ce of Elderly Affairs had previously m ade the same allegation. 

In April, 1998, the Vernon Comm unity Action Council, Inc. received a firm com m itm ent from the U.S. Department of 

HUI) to finance a Section 811 Housing Project known as the Franklin Street Apartments. This commitment is for the 
amount of $595,200 and closure is currently pending. Once the closure is made, the Vernon Community Action 
Council, Inc. is to receive $67,938 in operating capital for use in the project. However, no amounts have been recorded 
in the financial statem ents because of the lack of closure. 



Note 16 - CONTINGENCIES 

The Vernon Comm unity Action Council, Inc. is involved in a dispute with Vernon Council on Aging, Inc. about the 
am ount of back rent that it allegedly owes the Vern on Council on Aging, Inc. Both parties involved have engaged legal 
counsel. The Vern on Comm unity Action Council, Inc. believes that it is justified in asserting that they have no liability 
for past rent and w ill defend their position to the fullest. N o liability for back rent has been recorded in the financial 
statem ents because there is substantial doubt about the legitimacy of the Vernon Council on Aging, lnc.'s assertion. 

The Vernon Comm unity Action Council, Inc. has been named a Co-Defendant in a Petition for Damages filed by a 
former employee alleging unjustified termination of their employment. The Vernon Community Action Council, Inc. 
w ill vigorously defend itself in actions related to the alleged violation. 

10 



Tel. (318) 462-1001 

g {em  O. g tm d~ptL 
Certified Public Accountant 

104 W est 2nd Street 
DeRidder, Louisiana 70634 

REPO RT O N CO M PLIANCE AND O N INTERNAL CO NTRO L 
O VER FINANCIAL REPO RTING BASED ON AN AUDIT O F 
FINANCIAL STATEM ENTS PERFO RM ED IN ACCO RDANCE 

W ITH G O VERNM ENT AUDITING STANDARDS 

Board of D irectors 
Vernon Com m unity Action Council, Inc 
Leesville. Louisiana 

Fax (318) 462-0120 

I have audited the financial statements of Vernon Community Action Council, Inc. (a nonprofit organization) as of and 
for the year ended December 31, 1997, and have issued my report thereon dated July 24, 1998. I conducted nty audit 
in accordance w ith generally accepted auditing standards and the standards applicable to financial audits contained in 
Government Audit#N Standards, issued by the Com ptroller General of the United States. 

Compliance 

As part of obtaining reasonable assurance about whether Vernon Com munity Action Council, lne.'s financial statements 
are free of ntaterial m isstatem ent, I perform ed test of its compliance with certain provisimt of laws, regulations, 
contracts, and grants, noncmnpliance with which could have a direct and m aterial effect on the determ ination of 

financial statentent amounts. However, providing an opinion on compliance with those provisions was not an objective 
of nay audit, and accordingly, 1 do not express such an opinion. The results of nay tests disclosed no instances of 
noncontpliancc that are required to be reported under Government Auditing Standards. 

ernal Contro l O ver Financial Renortine 

In planning and perform ing nay audit, 1 considered Vernon Com munity Action Council, Inc's internal control over 
financial reporting in order to determ ine m y auditing procedures for the purpose of expressing my opinion on the 
financial statements and not to provide assurance on the internal coutrol over financial reporting. M y consideration of 
the internal control over financial reporting would not necessarily disclose all m atters in the internal control over 
financial reporting that m ight be material weaknesses. A m aterial weakness is a condition in which the design or 
operation of one or m ore of the internal control com ponents does not reduce to a relatively low level the risk that 
m isstatem ents in amounts that would be m aterial in relation to the financial statements being audited m ay occur and not 
be detected within a timely period by employees in the norm al course of perform ing their assigned functions. 1 noted 
no m atters involving the internal control over financial reporting and its operation that 1 consider to be m aterial 
weaknesses. 

11 



This report is intended for the information of the audit comm ittee, m anagement, and federal awarding agencies and pass- 
through entities. However, this report is a m atter of public record and its distribution is not lim ited 

July 24, 1998 
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Tel. (31 g) 462-1001 

Certified Public Accountant 
104 W est 2nd Street 

D eRidder, Louisiana 70634 

Fax O 18) 462-0120 

REPORT ON COM PLIANCE W ITH REQUIREM ENTS APPLICABLE 
TO EACH M AJO R PRO G RAM  AND INTERNAl, CONTRO L O VER 
COM PLIANCE IN ACCO RDANCE W ITH O M B CIRCULAR 1-133 

Board of D irectors 
Vernon Com m unity Action Council, lnc 
Leesville. Louisiana 

Com pliance 
I have audited the emnplianee of Vern on Com m unity Action Council, Inc. w ith the types of compliance requirem ents 

described in the U. S. Of/ice of management and Budget (OMB) Circular A-133 Compliance Supplement that are 
applicable to each of its major federal programs for the year ended December 31, 1997. Vernon Community Action 
Council, Inc.'s major federal programs are identified in the sunrmary of auditor's results section of the accompanying 
schedule of findings and questioned costs. Compliance w ith the requirements of laws, regulations, contracts and grants 

applicable to each of its major federal programs is the responsibility of Vernon Community Action Council, Inc's 
m anagem ent. M y responsibility is to express an opinion on Vernon Com munity Action Council, lnc.'s cmnpliance 
based on m y audit. 

I conducted nay audit of compliance in accordance 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; 
m~d OM B Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and 
OM B Circular A-133 require that I plan and perform tile audit to obtain reasonable assurance about whether 
noncmnplianee with file types of cmnpliance requirem ents refen'ed to above that could have a direct and m aterial effcct 

oll major federal program occurred. All audit includes examining, on a test basis, evidence about Vernon Connnunity 
Action Council, lnc.'s compliance w ith those requirements and perform ing such other procedures as 1 considered 
necessary in the circumstances. I believe that my audit provides a reasonable basis for my opinion. M y audit does not 
provide a legal determ ination of Vernon Com m unity Action Council, Inc.'s compliance w ith those requirem ents. 

In m y opinion, Vernon Com m unity Action Council, Inc. com plied, in all m aterial respects, w ith the requirem ents 

referred to above that are applicable to each of its major federal programs for the year ended December 31, 1997. 

ern,ql C ontrol O ver C nrnnliance 
The m anagem ent of Vernon Com munity Action Council, Inc. is responsible for establishing and m aintaining effective 
internal control over compliance w ith requirements of laws, regulations, contracts and grants applicable to federal 
programs. In planning and perform my audit, 1 considered Vernon Community Action Council, lnc.'s internal control 
over compliance with requirenrents that could have a direct and material effect on a major federal program in order to 
determ ine my auditing procedures for the purpose of expressing m y opinion oil compliance and to test and report oil 
internal control over compliance in accordance with OM B Circular A-133. 

M y consideration of the internal control over compliance would not necessarily disclose all m aacrs in the internal 
control that m ight be material weaknesses. A material weakness is a condition in which the design or operation of one 
or m ore of the internal control cmnponents does not reduce to a relatively low level that risk that noncom pliance with 

13 



applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major federal 
program being audited m ay occur and not be detected within a tim ely period by employees in the normal course of 
perform ing their assigned functions. I noted no matters involving the internal control over compliance and its operation 
that I consider to be m aterial weaknesses. 

This report is intended for the inform ation of the audit comm ittee, m anagement and federal awarding agencies and pass- 
through entities. However, this report is a m atter of public record and its distribution is not lim ited. 

July 24, 1998 



V ER N O N C O M M U N ITY A C TIO N C O U N C IL , IN C 

SC H ED U L E O F F E D ER A L A W A R D S 
For the year ended D ecem ber 31, 1997 

Federal G rantor/Pass-through 

Grantorfl'rogram Title 
United States Departm ent of H um an Services 

Conmm nity Services BIockGrant - Community Food 
and N utrituion 

Com nm nity Developm ent Block Grant 

LIIIEP Em ergency Assistance 

Fam ily Preservation 
Total Departm ent of H um an Services 

United States Departm ent of Energy 

L1HEP W eatherization 

Federal Em ergency M anagem ent Agency 

Em ergency Food and Shelter 

U. S. Departm ent of Agriculture 

llousing Preservation 

U. S. Departm ent of H ousing and Urban 

Devclol)m cnt 

Transitional Housing 

Section 811 Supportive Housing* 

Total U.S. Departm ent of H ousing and 

U rban Developm ent 

U. S. Departm ent of Justice 

Crime Victim s Assistance 

Total 

Note I - Basis Presentation 

Passed Through 

Federal CFDA Entity Identifying 

Num ber 

93.571 

93.569 

93.568 

93.556 

N um ber 

N/A 
N/A 

N/A 

N/A 

81.042 N/A 

83.523 N/A 

I0.433 N/A 

14.178 

14.181 

N/A 

N/A 

16.575 N/A 

Notes to the Schedule of Expenditures of Federal Awards 
For the Year Ended Decem ber 31, 1997 

$ 

Federal 

Expenditures 

The accompanying schedule of expenditures of Federal Awards includes the federal grant activity of the 

Vernon Comm unity Action Council, Inc. and is presented on the m odified accrual basis of accounting. 

The inform ation in this schedule is presented in accordance with the requirem ents of OM B Circular A-133, Audits of 

States, Local Governm ents, and Non-Profit Organizations. Therefore, som e am ounts presented in this schedule m ay 

differ from the am ounts presented in, or used in the preparation of, the general purpose financial statements. 

* Expenditures for Section 811 I lousing are being m ade for services that m ust be rendered prior to the Grant's approva 

2,159 

111,779 

10,457 

5,603 

129.998 

34.094 

46,485 

22.414 

43,333 

21.769 

65.102 

15,638 

313.731 



Tel. (318) 462-1001 

Certified Public A ccountant 
104 W est 2nd Street 

DeRidder, Louisiana 70634 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended Decem ber 31, 1997 

Board of Directors 
Vernon Conununity Action Council, Inc 
l,eesville. Louisiana 

Section l - Suinm ary of Auditor's Results 

Type of auditor's report issued: 
Internal control over financial reporting: 

M aterial weakness(es) identifed? 
Reportable condition(s) identified not 
considered to be m aterial weaknesses? 

Noncom pliance m aterial to financial statem ents 
noted? 

Federal Aw ards 

nternal Control over major programs: 
Material weakness(es) identified? 
Reportable condition(s) identified not " 
considered to be m aterial weaknesses? 

Type of auditor's report issued on com pliance 

for major progranls: 

Any audit findings disclosed that are required 
to be reported in accordance w ith Circular A-133 
Section .510(a)? 

dentil]cation of inajor prooranls: 

Auditee qualified as low-risk auditee? 

Unqualified 

No 

Fax (318) 462-0120 

None reported 

No 

N o 

None reported 

Unqualified 

No 

N one 

Yes 

16 



Section 11 -- Financial Statem ent Findings 

Finding No~!21: 

Criteria: Statutory 

Condition: The audit was not completed and filed in accordance with LA R. S. 24:5 1 3(A)(5)(a) 

The above citation states that the audit must be completed and filed with the Office of the 
Legislative Auditor no later than six m onths follow ing the close of the entitles fiscal year 
end which is December 3 1 each year. 

Questioned cost: None 

Fiading perception 

Asserted effect 

Recoinm endation 

This should be an isolated case, however, this is the second or m ore years that tile entity has 
been late filing their audit report. 

U ntim ely and/or late filing affects the funding agencies ability to evaluate proper 
compliance with grant agreem ents. 

The entity engaged an auditing f'mn in sufficient tim e to have the audit completed within the 
six-m onth period required by the statutes. M y recom m endation will not improve on !he 
tim ely engagem ent process 

M anagem ent's 
response/plan of 
corrective action: M anagem ent concurs with the finding and w ill take the following action 

FindinR N o. 2: 

Criteria: 

M s. Caren Kay, Executive Director of the Vernon Com m unity Action Council, Inc., has been 
designated as the person responsible for corrective action on the finding. 

In order to preclude this from recurring in the future, the Council shall insure that 

The audit engagement letter will be signed no later than January 3 
following the close of the fiscal year requiring an audit. 

The engagement letter will stipulate that tile audit is to be completed and 
ready for presentation to the Board no later than the June m eeting following 

the fiscal year end of the audit period. Should the audit firm object to this 
requirem ent, they w ill not be engaged to perform the audit. 

The required copies of the audit shall be filed w ith the Offi ce of tile 

Legislative Auditor (mailed) no later than the last Monday of June 
following the fiscal year end of the report effective date, the date of the 
fiscal year end. 

See N ote 15 to the financial statem ents. The Vernon Comm unity Action Council, lnc 
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received a Fiml Commitment, for Franklin Avenue Apartments Project No. 064-HD027- 
W PD-NP-L8 on April 31, 1998. All conditions of the Fim a Com m itment m ust be satisfied 
prior to Initial Closing. No costs, except for Architect's design work, can be incurred for 

this project until after closing. 

Between 1995 and 1997 the Vernon Comm unity Action Council, Inc., has incurred costs of 
$38,187. The Finn Commitment only allows $32,254 for Architect fees. Additionally tbe 
m inutes of the April 2, 1996 Board M eeting refers to an authorization to purchase and 
m ortgage property "for HUD Section 811 Grant". 

The financial statements does not indicate if the purchase (asset) or a mortgage (liability) 
was consumm ated. 

Questioned costs: $5,933 

Finding perception: One tim e occurrence 

Asserted effect 

Recom m endation 

M anagem ent's 
response/plan of 
corrective action 

Findin7 No. 3: 

Criteria 

The Council has spent $5,933 that HUD may not reimburse them for. Also, tire Council's 
assets and liabilities could be understated on December 31, 1996 and 1997. 

That these transactions be carefully reviewed in order to insure that no unauthorized costs 
are incurred. 

W hen the April 2, 1996 motion was approved, the Board had one site in m ind. Subsequent 
to the April 2 nmeting, the Board determined that an alternative site would be m ore feasible. 

Therefore, tire intended purchase was rejected, consequently there was ao purchase or 
m ortgage to be recorded. 

No action is necessary 

On Septem ber 5, 1997, the Vernon Com m unity Action Council, Inc., signed an agreement 
to purchase property at the com er of Tenth and Franklin Avenue for the expressed purpose 
of constructing Section 811 Housing on that site. The agreement stipulated a $2,000 down 
paym ent, which is evidenced by check # 9020 dated September 5, 1997, and the balance 
of $36,000 payable no later than October 5, 1997. 

Questioned cost: None 

Finding Perception: One tim e occurrence 

Asserted effect Because the Franklin Project will be operated by its own Board of Directors, and because 
tire Vernon Community Action Council, Inc., w ill be reim bursed for the total purchase price, 
the Council will not record an asset and liability as a result of this action. 

Recom m endation: Because the Firm Comm itm ent does not provide funds for the purchase of real property 
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M allagem ent "s 
response/plan of 
corrective action 

Findin #g.~ : 

Criteria: 

Condition 

because the Vernon Community Action Council, Inc., must underwrite the financial 
requirements of the Franklin Project for a period of twenty (20) years; and, because the due 
date of the rem aining payment is past due, I recomm end that: 

The Vernon Com m unity Action Council, lnc 
the Firm Com m itm ent that states that HUD w 
for the purchase price of the land 

request an am endm ent to 
in fact, reim burse them 

Because of the contingent liability that w ill attach to the underwriting of 

the financial position of the Franklin Project, 1 recommend that the Board 
take whatever steps necessary to ensure that they review and approve all 
financial transactions taking place during the period of their responsibility 
for Franklin's finances. Otherwise the Board m ay find them selves in a 
position of having to take responsibility for debt obligations that they did 
not incur. 

Because of the fact that the last payment on the purchase agreem ent is now 
past due, I recom m end that the Council's Executive Director ascertain 
whether or not the purchase agreement is still in effect, or w ill a new one 
have to be consum m ated. 

Concur w ith the recom mendation. Also, the Executive Director w ill contact tlUD 
and ascertain the correct course of action necessary to insure that the Council is protected 
as far as reimb,Jrsement is concerned. The amendment and/or agreement reached w ith tlUD 
will be in writing. 

The Board shall take the second recom mendation tinder advisenm nt. Final action w 
be furn ished when a decision is reached. 

The Executiv,~ D irector w ill ascertain whether 
valid and w i',l execute an amendment to tile 
the final paym ent. 

or not the purchase agreem ent is still 
agreem ent extending the due date of 

The m inutes of the August 15, 1995 m eeting of the Board of Directors, Director Thor 
Anderson ask "if the $30,000 donation received from Calhoun Builders had any restrictions 
regarding the use or expenditure of the m oney." The response was "som e Board M em bers 
were concern ed with the fact that the VCAC m ay have to expend some money while building 
the Vernon Place Apartments and the money would be used for continency basis. 'lThe 
m oney has been placed in it own account." 

The $30,000 was placed in account #0505-900-3 at the M erchants & Farm ers Bank in 
Leesville on September 26. 1995 and the deposit was returned (presumably to Calhoun) by 
the bank on October 2, 1995. 

A representative of Calhoun Property M anagement, Inc., has stated that the above 

19 



information is correct and that they felt that the $30,000 was a "performance bond" and once 
they begin the building project, that the money would be returned to them. 

Questioned costs: None 

Finding perception 

Asserted effect 

Recom m endation 

M anagem eut's 
response/plan of 
corrective action 

Findin- #g#~5: 

Criteria: 

From reading the m inutes, it is clear that Board M embers considered the $30,000 a 
"donation" to the Vernon Comm unity Action Council, Inc., for their use in operating the 
Council. From talking to Calhoun, it is clear that they did not intend for it to be a $30,000 
donation. 

W hen the m inutes of other Board M eetings where Calhoun and the desirability of the Vernon 
Com munity Action Council, lnc., team ing up with Calhoun in a partnership agreem ent, one 
could deduce that the Board could have been m islead into believing that it was a "donation". 
Considering the evasive response to M r. Anderson's question, one could again conclude that 

the Board could have been mislead. Or, they could have just misunderstood. 

The perception rem ains, however, that they were m islead. If Calhoun's account of what 
transpired is correct, then the individual giving M r. Anderson the answer surely knew that 
it was not a "donation" to the Council, and that it had to be returned to Calhoun once they 
begin building. Now the question becom es: W hy was M r. Anderson and the Board not told 
forthw ith that it was considered to be a perform ance bond and not a donation? 

This leaves the impression that som eone wanted the Board to believe that the Council had 
in fact received a "donation" and they would be able to spend the funds as they desired. W hy 
anyone would want them to believe that is was a donation is not clear. A lso, what is not 
clear is if anyone could gain from the fact that the Board had received a "donation". lfin 
fact the Board's decision would have been not to enter into the partnership unless Calhoun 
furn ished up-front nm ney, then perhaps there was som e gain involved. That would appear 
to be fraud. 

A close reading of the m inutes gives this reader the im pression that the Board was likely 
to decline the offer to go into partnership with Calhoun. 

N one of this discussion should be construed to im ply that Calhoun was even aware of the 
way the $30,000 could or would be perceived. 

That this finding along with Findings #5 & 6 be used as a basis for Board action to investigate 
past practices of the Joint Vernon Council on Aging, Inc/Vernon Com munity Action Council, 
Inc., operations. 

M anagem ent understands the Auditor's concerns and w ill consider the feasibility of 
im plem enting his recommendation. 

See Note 3 to the financial statements. On July 16, 1996, the Council was com m itted to a 
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lease agreement calling for payments of $300 per month for 48 months. The lease can be 
renewed for an additional 24 m onths at a fee of $275 per m onth. There was no prudent 
reason for this comm itment, because there was no econom ic benefit to be received by the 
Vernon Comm unity Action Council, Inc. 

Additionally, the agreement was signed on July 16, 1996 and was effective on July 1, 1995 
N o explanation can be found for the retroactive nature of the agreem ent. 

It is understood that the lease agreement was actually consum m ated for the sole benefit of 
the Vernon Council on Aging, Inc. 

Questioned costs: None 

Finding perception 

Asserted effect 

l~.ecom m endation 

M anagem ent's 
response/plan of 
corrective action 

Finding #6: 

Criteria: 

This is considered to be evidence of a pattern, use the Vernon CommunityAction Council 
Inc., as a alternative funding source for the Vernon Council on Agiug, Inc. 

As shown in prior year audit findings, m oney that should have been used to aid clients of 
the Vernon Com munity Action Council, Inc., has actually been used to fund the Venm n 
Council on Aging, Inc. Perhaps som e was in violation of federal statutes. 

That Vernon Comm unity Action Council, Inc., fnnds be restricted in use to aid only clients 
of the Council. 

Recomm endation has already been implemented. No longer do we use funds for purposes 
other than aid to our clients. 

The 1996 audit report contained an audit finding dealing w ith the Butler Street Apartm ent 
Complex. That finding is still valid because corrective action had not been taken as of 
December 31. 1997. 

Because auditing standards require that auditor determ ine the status of prior year auditing 
finding, further research was conducted on this finding. The results were: 

Actual expenditures charged to the Butler Street Apartm ent Com plex by 
the Vern on Comnm nity Action Council through December 31, 1996 were 
$59,106. 

Actual (documented deposits) reimbursements received from Calhoun 
through December 31, 1996 were $53,795. 

No record of the remaining $5,311 being received and/or deposited was 
found. 

According to the Certified Cost Report obtained from Calhoun, aud 
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Questioned costs: None 

5] 

6] 

8] 

additional $2,200 was paid to Vernon Community Action Council, lnc 
and they were paid $4,509 in developer fees. 

No record of this $6,709 being received and/or deposited was found 

According to Calhoun, the Vemon Community Action Council, Inc., should 

not have incurred any costs on this project. Costs were to be incurred and 
paid by the builders. 

This leaves the question: W hy did the Vern on Com munity Action Council, 
Inc., incur $59,106 in costs and where did they get the money used to pay 
for these expenditures? 

Because the Vernon Comm unity Action Council, Inc., nm st spend money 
before it can be reimbursed, it is quite possible that the m isuse of federal 
funds occurred. 

Finding perception: Perhaps not all funds were received and/or deposited 

Asserted effect: M aterial violations of the Grant Agreements could have occurred during 1996 

Recom m endation: Same as in Finding #4 

M anagem ent's 
response/plan of 
corrective action: Same as for Finding #4 

Finding #7: 

Criteria: Statement on Auditing Standards (SAS) Number 82 

Condition The Vern on Comnmnity Action Council, Inc., and the Vern on Council on Aging, hm., had 
the sam e Executive Director and Chief Accountant until M ay 1997. 

Questioned costs: None 

Finding perception This improper separation of duties left the Vernon Com munity Action Council, Inc. 
vulnerable to errors and om issions w ithout the benefit of potentially being discovered in 
a tim ely m anner. 

Recom m endation: That the Board review its policies to insure that such conditions are kept to a m inimum 

M anagem ent's 
Response/plan of 
action: The Board w ill review its policies to insure that conditions are kept to a m inim um 

Section III -- Federal Award Findings and Questioned Costs No 



Tel. (318) 462-1001 

6 ~o.o~ O. g-~_,tkaJt~. 
Certified Public Accountant 

104 W est 2nd Street 
D eRidder, Louisiana 70634 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the year ended December 31, 1996 

Finding # 1 

Em ergency Food and Shelter Program - Resolved 

Finding # 2: 

Housing Prevention Grant - Resolved 

Findina # 3: 

Butler Street Apartments - Still pending. See current year auditing findings # 6 

Fax (318) 462-0120 
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08-03-1998 01:39PM 

Tel (318)482-1001 

July 24, 1998 

Gleen O. Everhart 
Certified Public Accountant 

104 W est Second Street 
DeRidder, Louisiana 70634 

Board of Dire ctors 
Vern on Com m unity Action Council, Inc 
Leesville, Louisiana 

P. '32 

I have o~mpleted my audit of the financial statements of the Vernon Commun/ty Council, Inc., (a nonprofit 
organization) as of and for the year ended December 31, 1997 and issued my report on July 24, 1998. 

During m y audit, I noticed certain m atters that did not warrant inclusion in m y report; however, they are 
m anagem ent letter item s. 

2] 

As I pointed out at your July 21, 1998 Board Meeting, your financial statements contained 
some item s that I felt were unnecessaw and they were elim inated. I was able to re nder an 
unqualified opinion because t gained reasonable assurance that your financial statements 
were free of m aterial errors, therefore, they were fairly presented In all m ateriel re spects. 

Your staff has m ade the corrections necessary to perm it them to better report financial 
statem ents on a m onthly basis. Consequently, this problem should no longer exist. 

As you are we}l aware , for the past few months, your agency has been involved in a 
corrlroveesy over allegecl back rent owed to the Vernon Council on Aging, Inc., I noted that 
your agency has also received a substantial amount of adverse publicity due to this matter. 
I want to make a couple of observations relating to this matter as it pertains to my audit of 
your financial statements: 

a 

b 

W hile this matter has had an acute affect on the Agencies em ployee m oral, 
it. has no( however, affected the perform ance of their duties or the level of 
service they provide to your clients. 

It is apparent from reading past au(}it findings, lease agreements, minutes, 
and other documents, the Vernon Comm unity Action Council, Inc., was 
used as an alternative fun~ing source for the Vernon Council on Aging, Inc. 
This can best be illustrated by the finding contained in your 1996 audit 
report and the Governor's Office of Eldedy Affairs' report In which the 
alleged back rent was reported: 

Finding 01 deals with (restricted) funds being loaned to 
the Council on Aging, Inc., in the amount o1 $10,i94. 

"The number of b ans that have been m a(}e to the Counc'll 
on Aging, Inc., by the Vernon Community Action Council, 
Inc., in past years . 



~8-83-1998 0~:39PM 

Board of Diredors 
July 24,1998 
Page Two 

For the past thirty-three month period ending December 31, 1997, the 
Vem0n Community Action Council, Inc., has made $300 per month lease 
paym ents on a lease com m itm ent that has not eco nom ically benefited the 
VCAC. However, I understand that the VCOA has benefitted from these 
lease payments. 

Although, an affiliation between the VCAC and VCOA has not existed since 
February 1998, the VCAC is tore ro/tied by the lease agreem ent to pay an 
additional $4,500 between December 31, 1997 and March 31, 1999 , when 
the term of the lease will expire. 

As an auditor I am concerned about such transactions taking place between 
the two agencies and ask if there are other transactions, unknown to me as 
the auditor, of more serious consequer~oes that would negatively affect the 
Vern on Comm unity Action Council, Inc., statem ents of financial position. 

Based on my findings, I feel that more serious transactions have 
occ urred in the past. The scopa  of my engagement only covers fiscal year 
1998, however. 

M y conclusions: 

1] The Vernon Community Action Council, Inc., has been criticized for their past actions 
while those actions have been to the benefit of the Vern on Council on Ageing, Inc.; 

C6_- 
/cf 

Em ployee moral has been adversely affected by these criticisms; 

The Vernon Community Action Council, Inc., must continue to pay money for the benefit of 
the Vern on Council on Aging, Inc., until the end of March 1999; 

AS an auditor, I am co nf ined abo ut past transa ctions between the Vernon Co,,ncil on Aging, 
Inc., and the Vernon Community Action Council, Inc., because of the lack of control over 
these transactions: and. 

W ith a new Board of Directors and Senior Staff in place the situation no longer exists and 
will not occur in the future. 
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1307 South Fifth Street 
Post O ffice Box 277 
Leesville, Louisiana 71496-0277 
318.239.4457 O ffice 
318.392.0384 Fax 

August18,1998 

Legislative Auditor 
State of Louisiana 
1600 North Third Street 
Post O ffice Box 94397 
Baton Rouge, Louisiana 70804-9397 

r r, !:'!~[qtW:[; 
'  ' 

'":':': V C A C 
c~ tfra ~' ' ?~ /

,;;it!: 28 

Dear Sir/M adam : 

This is in response to the management letter submitted by M r. Gleen O. Everhart, Certified Public Accountant, 
on July 24, 1998. 

At our August 13, 1998 Board meeting, the Directors reviewed the conclusions stated in the management 
letter and voted in favor of: 

Conclusion #1 - Criticism for past actions that have benefited the Vernon Council on Aging, Inc 

The Executive Director will 

1) 

2) 

Recognize that som e of the criticism has m erit; 

Attempt to determine, where possible, who is or was responsible for the adverse action(s) 
and recom m end appropriate action to the Board; 

Im m ediately im plem ent procedures to insure that such actions do not occur in the 
future; and~ 

As appropriate, cause action to be taken to recover any money that was spent inappropriately 
and/or in violation of federal regulations and grant agreements. 

Conclusion #2 - Effects on em ployee m orn 

The Board President shall 

At the next regular meeting of the board, address all Council em ployees and relay the 
Board's appreciation for all of their support and understanding; and 

Assure the em ployees that everything is being done to correct this problem 

Conclusion #3 - The lease com m itment: 

If there was a legal way to void this lease the Vernon Com munity Action Council, Inc., would do so 
im m ediately; however, we do not have grounds for doing so. Therefore, we are com m itted to this lease until 
March 1999. 

purpose of discussing this problem with them . 



legislative Auditor 
August 18, 1998 
Page Two 

The auditor has recom mended that we take legal action to recover all expenses incurred by the VCAC from 
the party who obligated the Council to make these payments. 

This recom m endation is being given serious consideration 

Conclusion #4 - Seriousness of past financial t~aesactions. 

This problem no longer exists. O ur system of internal controls has been changed and we feel that the 
changes have corrected the problem as far as the future is concerned. The past problem s still rem ain; 
however, and w ill be addressed as follows: 

1) The back rent issue 

The Board authorized our auditor to attem pt to reach a closure in this matter. A 
meeting took place today with the following present: 

O ur auditor; 

The VCOA Auditor; and, 

The VCOA Executive Director 

Our auditor maintains that we have paid an adequate amount for rent, therefore, no m ore is due and 
payable. O ur legal council concurs and states that we could have overpaid. This would mean we are 
due a refund. 

The VCOA m aintains that we owe the back rent and they m ust collect the am ount in full. 

t w as not a successful m eeting and the m atter will m ore likely than not be litigated 

O ur auditor has stated that if the rent expense recorded by the VCAC was charged 
to one of our grants (meaning federal money) was involved, there could be a 
violation of the provisions of OM B Circular A-122, Cost Principles for Nonprofit 
Organizations. This would result in an additional audit finding/questioned cost not 
previously known. Also, if there is a finding, it will automatically result in a questioned 
cost. However, no am ount can be established at this tim e. 

Furtherm ore, the condition of prior years records m ay preclude us from ever m aking 
such a determ ination. Also, because this involves prior years, the Board had 
to approved an expanded scope in order to perm it the auditor to make this 
determ ination, if it can be done. 

The above w ill be determ ined as soon as possible 

The other issues involve possible violations of Federal and State Statutes. Again, the Board 
authorized the Auditor to determ ine if there is cause to seek legal action against form er 
employee(s) of the Vernon Community Action Council, Inc. 

Plans are now being made for our auditor to meet with the Inspector General's Office for the 
purpose of discussing this problem with them . 



Legislative Auditor 
August 18, 1998 
Page Three 

O nce that m eeting takes place and the Board has been briefed, they will consider action on any 
recom m endation that may result from the m eeting, 

Executive Director 


