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Tel. (318) 462-1001 

G leen O . E verhart 
Certified Public Accountant 

104 W est 2nd Street 
D eRidder, Louisiana 70634 

Board of Directors 
Vernon Community Action Council, Inc. 
Leesville, Louisiana 

Independent Auditor's Report 

Fax (318) 462-0120 

1 have audited the accompanying statement of financial position of Vernon Community Action Council, Inc. (a 
nonprofit organization) as of December 31, 1998, and the related statements of activities and cash flows for the year 
then ended. These financial statem ents are the responsibility of the Vernon Comm unity Action Council, Inc.. 
m anagem ent. M y responsibility is to express an opinion on these financial statements based on my audit. 

1 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. 
These standards require that 1 plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material m isstatement. An audit includes exam ining, on a test basis, evidence supporting the 
am ounts and disclosures in the financial statem ents. Ao audit also includes assessing the accounting principles used 
and the significant estim ates m ade by m anagem ent, as well as evaluating the overall financial statem ent presentation. 
1 believe that m y audit provides a reasonable basis for m y opinion. 

In my opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the financial position 
of Vernon Community Action Council, Inc., as of Decembe r 31, 1998, 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 with Government Auditing Standards, 1 have also issued m y report dated June 25, 1999, on m y 
consideration of Vernon Com munity Action Council, lnc.'s internal control over financial reporting and my tests of 
its com pliance 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 of the basic financial statements. Such information has been subjected 
to th e auditing procedures applied in the audit of the basic financial statem ents and, in m y opinion, is fairly stated, in 
all m aterial respects, in relation to the basic financial statem ents taken as a whole. 

June 25, 1999 



Assets 

Current Assets 

Cash and cash equivalents 

Grants Receivable (Net) 
Accounts Receivable (Net) 

Total Current Assets 

VERNO N CO M M UNITY A CTIO N CO UNC IL, INC 
STATEM ENT O F FINANCIAL PO SITIO N 

Decem ber 31. 1998 

N oncurrent assets 

Fixed Assets - At cost (Net of accumulated depreciation of $68,443) 

Total Noncurrent Assets 

Total Axsets 

Liabilities and Net Assets 

Current Liabilities 

Note payable 

Accounts payable and accrued expenses 

Accrued vacation pay 

Due to funding agency 

Total Current Liabilities/Total Liabilities 

N et assets 

Unrestricted Net Assets 

Total Unrestricted Net Assets/T otal Net As sets 

Total Liabilities and Net Assets 

The accom panying notes are an integral part of these statements 

18,554 

76,330 

215 

95.099 

27.13 

27,131 

$ 122,230 

19,885 

25,731 

4,467 

2,993 

53,076 

69.154 

69,154 

$ 122,230 
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VERNO N COM M UNITY ACTIO N CO UNCIL, INC 
STATEM ENT O F ACTIVITIES 

For the Year Ended Decem ber 31. 1998 

Changes in Unrestricted Net Assets 

Revenues 

Grant - Contract Support 

Local 

Contributions 

Help Line 

Total Unrestricted Revenues 

Exp(mses 

Program Services 

Salaries and Benefits 

Travel 

Rent 

Client Assistance 

Architect Fees - Section 8 

Total Program Services 

Support Services 

M anagem ent and General 

Total Support Services 

Total Expenses 

Increase in Net Assets 

Net Assets at Beginning of Year 

Net Assets at End of Year 

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

476,002 

21,063 

3,997 

2,798 

503.860 

257,248 

8,56t 

20,500 

137,270 

1,589 

425,168 

77,006 

77,006 

502,174 

686 

67.468 

69,154 
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VERNON COMM UNITY ACTIO N COUNCIL, INC. 
STATEM ENT O F CASH FLOW S 

For the Year Ended Decem ber 31. 1998 

Cash Flows From O perating Activities 

Increase in net assets 

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

Depreciation 

Increase in grants receivable 

Increase in Accounts receivaable 

Increase in accounts payable and accrued expenses 

Decrease in due to funding agency 

Net cash used by operating activities 

Cash Flows From Financing Activities 

Loan Proceeds 

Paym ent of l,oan 

Net cash provided by financial activities 

Cash Flows From Investing Activities 

Acquisition of Fixed Assets 

Net Cash Used in Investing Activities 

Net cash used by Investing Activities 

Net Increase in Cash and Cash Equivalents 

(;ash 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 statements 

686 

9,239 

(22,221) 
(215) 

13,7oo 

(4,381) 

(2,192) 

19,885 

(io,ooo) 

9,885 

(I,791) 

(1,791) 

(1,791) 

5,902 

2,652 

8,554 
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VERNON COM M UNITY ACTION COUNCIL, INC 
Leesville, Louisiana 

Notes to Financial Statem ents 
For the Year ended Decem ber 31, 1998 

Note I - SUM M ARY OF SIGN IFICAN T ACCOUN TING POLICIES 

[a] Nature of Activities 

Vernon Com munity Action Comleil, 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 co m m unity life: 
helping individuals and fam ilies with housing, social services; and developing new program s in cooperation with other 
local organizations to meet pressing community needs; and serving as an advocate for women and children and 
protection of the neighborhood environment. 

[b] Basis of Acco unting 

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

Basis of Presentation 

Financial statement presentation follows the recommendations of the Financial Accounting Standards Board in its 
Statem ents of Financial Accotmting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Organizatior~. 
Under SFA S 117, the Organ ization is required to report inform ation regarding its financial position and activities 
according to three classes of net assets: unrestricted net assets, tem porarily restricted net assets, and perm anently 
restricted net assets. 

Cash and Cash Equivalents 

For purposes of the Statem ent of Cash Flows, the Organization considers all unrestricted highly liquid investm ents with 
an initial m aturity of th ree months or less to be cash equivalents. 

Concentration of Revenue/Support 

The Organiza tion receives approxim ately 74%  of its annual revenue and support from Federal and State Grants. 

Donated Property and Equipm ent 

Donations of properly and equipment are recorded  as co ntributions at their estim ated  fair value at the dale 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 with explicit restrictions regarding their use and contributions of cash th at m ust 
be used to acquire properly and equipment are reported  as restricted  contributions. Absent donor stipulations regarding 
how long those donated assets must be  maintained, the Organiza tion reports expirations of donor restrictions when 
the donated or acquired assets are placed in service as instructed by the donor. The Organization reclassifies 
tem porarily 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 anagem ent uses estim ates and assum ptions in preparing financial statem ents. Those estim ates and assum ptions 
affect the reported anlounts 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 Cotmcil, Inc. is exempt from federal income tax under Section 501 (c)(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 Equipmen t 

All acquisitions of property and equipment in excess of $500 and all expenditures for repairs, m aintenance, renewals, 
and betterm ents that materially prolong the useful lives of assets are capitalized. Property and equipm ent are carried 
at cost or, if donated, at the approximate fair value at the date of donation. Depreciation is computed using primarily 
the straight-line method over the estimated useful lives of the assets generally as follows: 

Furniture and Equipm ent 
Vehicles 
Buildings 

Note 2 - COM M ITM ENTS 

5 years 
3 years 
27 years 

On July 16, 1996, the Organization entered  into an agreem en t to lease Lots 1 and 4 of Block 4, O ld Survey of Leesville, 
Louisiana. The prim ary term of the lease is 48 m onths com m encing July 1, 1995 and ending tile 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 l~tst day of June, 200 I. 

Lessee shall notify the Lessor in writing 30 days prior to the expiration of the prim ary term  of the lease of Lessee's 
intentions to renew and exten d for a new term of an additional 24 months at a rental value of $275 per m onth. 

Future m inimmn lease paymen t under operating lea ses that have rem aining term s in excess of one year as of Decem ber 
31, 1998 are: 

Years Ending Decem ber 31 

Total M inim um lease paym ent 

$1,8oo 

$1,800 



Note 3 - DEBT 

Note Payable 

The Organization has a line of credit at the Sabine State Bank in the amount of $20,000. The balance at December 
3 I, 1998 $19,885. Interest must be paid m onthly. 

Note 4 - PROPERTY AND EQUIPM ENT 

Property and equipm en! consisting of the following 

Land 
Buildings 
Equipm ent 

Accum ulated Depreciation 

Note 5 - RELATED PARTY TRAN SACTION 

$ 4,000 
39,000 
52,574 
95,574 

$27,131 

The Vernon Comm unity Action Council, Inc. is a 50% m anaging partner of the Vernon Place Apartm ents 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 Com munity Action Council, Inc. has a zero equity in 
the partnerships and Calhoun has stated that they hold the VCAC harmless 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 Community 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. Th e $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 
primarily because the appropriate am ount of the fee has not been determ ined. 

Note 6 - GRANTS RECEIVABLE 

As the Council incurs expenses for grant purposes they accrue a receivable. Those expenses are subsequently paid 
by the grantor. Consequen tly, no allowance for uncollectible am ounts has been established because any am ount un- 
reimbursed should not be m aterial. 

Note 7 - PEN SION PLAN S 

The Vern on Comm unity Action Council, Inc. does not have a pension plan for its em ployees; however, they do 
participate in the FICA program . 

Note 8 - COM PEN SATED ABSENCES 

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

Note 9 - OFF-BA LANCE 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 10 - BANK ACCOUN TS 

In accordance with FASB Statem ent 105, the Vernon Com m unity Action Council, Inc. m aintains all funds in one 
bank. These fu nds are secured by the Federal Deposit Insurance Corporation in the amount of $100,000. The 
m onetary assets of Vernon Com m unity Action Council, Inc. does not exceed the insured am ount. 

Note 11 - ECONOM IC DEPENDENCY 

The Vernon Com nm nity Action Council, Inc. receives a substantial am ount of its support fi'om the Federa 
Government. Renewal of these grants are subject to approval from year to year. 

Note 12 - TEM PORA RILY AN D PERM ANENTLY RESTRICTED NET ASSETS 

None. 

Note 13 - CONTINGENCIES 

On May 4, 1998, the State Inspector General reported that the Vernon Community 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 sam e allegation. 

In April, 1998, the Vernon Community Action Council, Inc. received a firm commitment from the U.S. Department 
of HUD 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. 

The Vernon Community Action Council, Inc. is involved in a dispute with Vern on 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 Vernon Community Action Council, Inc. believes that it is justified in asserting that they have no 
liability for past rent and will defend their position to the fullest. No liability for back rent has be en recorded in the 
financial statements because there is substantial doubt about the legitimacy of the Vernon Council on Aging, lnc.'s 
assertion. 

Note 14 - CLAIM S 

The Vernon Com munity Action Council, Inc. was nam ed a Co-Defendant in a Petition for Dam ages filed by a form er 

employee alleging unjustified termination of their employment. The former employee prevailed and the Council was 
required to pay $5,000 of the award. This $5,000 represents their deductible on their insurance policy. As of 
Decembe r 31, 1998 the Council had paid $900 of their share and $4,100 remains to be  paid. By agreement with their 
insurance provider, they are paying $100 per m onth until paid in fu ll. Future paym ents are: 

1999 
2000 
2001 
2002 

$1,200 
1,200 
1,200 
S00 

$4,100 



Other Inform ation 



Tel. (318) 462-1001 

G leen O . E verhart 
Certified Public Accountant 

104 W est 2rid Street 
D eRidder, Louisiana 70634 

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

W ITH G OVERNM ENT AUDITIN G STANDARDS 

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

Fax (318) 462-0120 

1 have audited the financial statements of Vernon Community Action Council, Inc. (a nonprofit organization) as of 
and for the year ended Decem ber 31, 1998, and have issued my report thereon dated June 25, 1999. 1 conducted my 
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. 

Com pliance 

As part of obtaining reasonable assurance about whether Vernon Community Action Council, lnc.'s financial 
statem ents are fi'ee of m aterial m isstatem ent, I perform ed test of its compliance with certain provision of laws, 
regulations, contracts, and grants, nonco mpliance with which could have a direct and m aterial effect on the 
determ ination of financial statement am ounts. However, providing an opinion on compliance with those provisions 
was not an objective of my audit, and accordingly, I do not express such an opinion. The results of my tests disclosed 
no instances of noncom pliance that are required to be reported under Government Auditing Standards. 

nternal Control O ver Financial Renortine 

In planhing and perform ing m y audit, 1 considered Vernon Com m unity Action Council, lnc's internal control over 
financial reporting in order to determ ine my auditing procedures for the purpose of expressing my opinion on the 
financial statements and not to provide assurance on the internal control over financial reporting. M y consideration 
of the internal control over financial reporting would not necessarily disclose all matters in the internal control over 
financial reporting that m ight be m aterial 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 am ounts that would be  m aterial in relation to the financial statem ents being audited m ay occur and 
not be  detected within a tim ely period by em ployees in the norm al course of perform ing their assigned functions. 1 
noted no m atters involving the intern al control over financial reporting and its operation that 1 consider to be  m aterial 
weaknesses. 

I0 



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

June 25,1999 



Tel. (318) 462-1001 

G leen O . E verhart 
Certified Public Accountant 

104 W est 2nd Street 
DeRidder, Louisiana 70634 

Fax (318) 462-0120 

REPORT ON COM PLIANCE W ITH REQUIREM ENTS APPLICABLE 
TO EACH M AJO R PRO G RA M  AND IN TERNAL CO NTRO L O VER 
CO M PLIANCE IN ACCO RDANCE W ITH O M B CIRCULAR 1-133 

Board of Directors 
Vernon Com m unity Actioa Council, Inc. 
Leesville, Louisiana 

Com pliance  
I have audited the compliance of Vernon Com m unity Action Council, Inc. with the types of compliance requirenlents 

described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are 
applicable to each of its major federal prog rams for the year ended December 31, 1998. Vernon Community Action 
Council, lnc.'s major federal programs are identified in the summary of auditor's results section of the accompanying 
sched ule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants 
applicable to each of its major federal programs is the responsibility of Vernon Community Action Council, lnc's 
management. M y responsibility is to express an opinion on Vernon Community Action Council, lnc.'s compliance 
based on my audit. 

l conducted  my audit of compliance in accordance with generally accepted auditing standards, the standards applicable 
to financial audits co nlained  in Go'vernment Auditing Standards, issued by the Comptroller General of the United 
States; and OMB 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 the audit to obtain reasonable assurance about 
whether noncom pliance with the types of co mpliance requirem ents referred to above that could have a direct and 
material effect on major federal program occurred. An audit includes examining, on a test basis, evidence abo ut 
Vernon Community Action Council, lnc.'s compliance with those requirements and perform ing such other procedures 
as 1 considered necessary in the circum stance s. 1 believe that m y audit provides a reasonable basis for nay opinion. 
M y audit does not provide a legal determination of Vernon Community Action Council, lne.'s compliance with those 
requirem ents. 

In m y opinion, Vernon Com m unity Action Council, Inc. com plied, in all m aterial respects, with the requirements 

referred to above that are applicable to each of its major federal programs for the year ended December 31, 1998. 

nternnl Control O ver Com nlinnce 
The m anagement of Vernon Comm unity Action Council, Inc. is responsible for establishing and m aintaining effective 
internal control over com pliance with requirem ents of laws, regulations, contracts and grants applicable to fed eral 
prog rams. In planning and perform my audit, I considered  Vernon Community Action Council, lnc.'s internal control 
over compliance with requirements that could have a direct and material effect on a major federal program in order 
to determ ine m y auditing proc edures for the purpose of expressing my opinion on com pliance and to test and report 
on internal control over com pliance in accordance with OM B Circular A-133. 

M y consideration of the internal control over com pliance would not necessarily disclose all m atters in the internal 
control that m ight be  material weaknesses. A material weakness is a condition in which the design or operation of 

12 



one or more of the internal control com ponents does not reduce to a relatively low level that risk that noncompliance 

with applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major 
federal program being audited may occur and not be  detected  within a tim ely period by employees in the norm al course 
of perform ing their assigned functions. 1 noted no m atters involving the internal control over com pliance and its 
operation that I consider to be  m aterial weaknesses. 

This report is intended for the information of the audit com m ittee, m anagem ent 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. 

June 25, 1999 



Federal G rantor/Pass-through 

Grantor/Program Title 

VERNO N COM M UNITY ACTIO N CO UNCIL, INC 
SC HEDULE O F FED ERA L AW A RDS 
For the Year Ended Decem ber 31. 1998 

United States Departm ent of H um an Services 

Comm unity Services Bloc kGrant - Community Food 

and Nutrituion 

(.'ommunity Developm ent Block Grant** 

LIHEP Emergency Assistance*'~ 

I'am ily Preservation 

Total Departm ent of H uman Services 

United States Departm ent of Energy 

LIHEP W eatherization 

Passed Through 

Federal CFDA Entity Identifying 

N um ber N um ber 

93.571 

93.569 

93.568 

93.556 

N/A 

N/A 

N/A 

N/A 

81.042 N/A 

Federal Em ergency M anagem ent Agency 

Emergency Food and Shelter 83.523 N/A 

U. S. Departm ent of H ousing and Urban 

Developm ent 

Transitional Housing 

Section 811 Supportive Housing* 

Total U.S. Departm ent of H ousing and 

Urban Developm ent 

U. S. Departm ent of Justice 

Crinm Victim s Assistance 
Total 

Note I - Basis Presentation 

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, 1998 

Federal 

Expenditures 

1,235 

115,300 

113,439 

6,219 

236,193 

90,839 

6,334 

8,432 

625 

9.057 

32,708 

375,13 

The accom panying schedule of expenditures of Federal Awards includes the federal grant activity of the 

Vernon Com m unity Action Council, Inc. and is presented on the acerual basis of accounting. 

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

States, Local Governm ents, and Non-Profit Organizations. 

"~ Expenditures for Section 811 Housing are being m ade for services that must be rendered prior to the Grant's approval. 

"*The notes major program 
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Tel. (318) 462-100] 

G leen O . E verhart 
Certified Public Accountant 

104 W est 2nd Street 
D eRidder, Louisiana 70634 

SCItEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended Decem ber 31, 1998 

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

Section I - Sum m ary of Auditor's Results 

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

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

Noncom pliance m aterial to financial statements 
noted? 

Federal Awa L~ds 

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 compliance 

for major programs: 

Any andit findings disclosed that are required 
to be reported in accordance with Circular A-133 

Section .510(a)? 

dentification of major programs 

Auditee qualified as low-risk auditee? 

Section II -- Financial Statem ent Findings 

Unqualified 

No 

Fax (318) 462-0120 

None reported 

No 

No 

None reported 

Unqualified 

No 

CDBG & LIHEP Em ergency 

Yes 

No 



Section Ill -- Federal Award Findings and Questioned Costs No 
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Tel. (318) 462-1001 

G leen O . E verhart 
Certified Public Accountant 

104 W est 2nd Street 
DeRidder, Louisiana 70634 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the year ended Decem ber 31, 1998 

Finding # I 

Resolved. 

Finding # 2 

Resolved. 

Finding # 3 

Resolved 

Finding #4; 

Resolved 

Finding #5 

Resolved 

Finding #6 

Resolved 

Finding #7 

Resolved 

Fax (318) 462-0120 
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