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Deboraty D. Dees, MBA, 6.LA

122 JEFFERSON STREET e MANSFIELD, LOUISIANA 71052 = (318} 872-3007 = FAX (318) 872-1357
CERTIFIED PUBLIC ACCOUNTANT

Independent Auditor's Report

To the Board of Directors
Restoration Center, Inc.
Mansfield, Louisiana

| was engaged to audit the accompanying statement of assels, liabilities, and net assets—
modified cash basis of the Restoration Center, Inc., as of December 31, 2006, and the related
statement of support, revenue, and expenses—modified cash basis for the year then ended,
These financial statements are the responsibility of the Resteration Center, Inc.'s management.

For the year ended December 31, 2006, the entity did not retain adequate documentation
supporling the basls, amounts, or nature of grant disbursements. Because the Restoration Center
lacks satisfactory documentation, | was unable to obtain sufiicient evidential matter supporting
grant expenditures.

Since the entity has incomplete and inadequate records to support grant expenses, the scope of
my work was not sufficient to enable me to express, and | do not express, an opinion on these
financiat statements referred lo in the first paragraph.

As described in note A, these financial statements were prepared on the modifiad cash basis of
accounting, which is a comprehensive basis of accounting other than generally accepted
accounting principles.

In accordance with Government Auditing Standards, | have issued my report dated April 25,
2008, on my consideration of the Restoration Center, Inc.’s internal contral aover financial
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts and
grants. That report is an integral part of any audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results of
my audit.

The accompanying schedule of income and operating expanses by grant is presented for
purposes of additional analysis as required by Audits of Statzs, Lacal Governments, and Non-
Profit Organizations, and is nof a required part of the financial statements of the Restoration
Center, Inc. This schedule of income and operating expenses by grant has not been subjected to
audit procedures, and accordingly, no oplnion Is being expressed thereon.

oﬁgﬂfﬂﬂai_ J.ozguu,cm

Mansfield, Louvisiana
April 25, 2008



Restoration Center, Inc.

Statement of Assets, Liabilities, and Net Assets--Modified Cash Basis

December 31, 2006

ASSETS
Cumrent Assets:
Cash and cash equivalents
Accounts Receivable
Total Current Assets

Property and equipment, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Current Liabilities:
Bank QOverdraft
Total Current Liabilities

Net Assets:
Unrestricled
Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of the financial statements,

27,162
3,668

30,830
5,881

38,721

667

867

36,054

36,064

36,721




Restoration Center, Inc.

Statement of Support, Revenue, and Expenses--Modified cash basis
For the year ended December 31, 2008

Unrestricted
Revenue and Support:
Grant income
Teen Pregnancy Prevention $ 196,694
Summer Feeding Program 111,382
After Scheol far All 70,696
Other income 52
Total revenue and suppert 378,824
Expenses;
Program services
Teen Pregnancy Prevention 132,326
Summer Feeding Program 08,155
After School for All 77,957
Supporting services
General and administrative 35,910
Depreciation 1,428
Total expenses 345,776
Increase (decrease) in net assetls 33,048
Total net assets, December 31, 2005 3,008
Total net assets, December 31, 2006 $ 36,054

The accompanying notes are an integral part of the financiat statements. 4



Restoration Center, Inc.

Statement of Cash Flows
For the year ended December 31, 2006

Cash flows from operating activities:
Increase in net assets $ 33,049

Adjustments to reconcile change in net assets to net cash
(Used) or provided by operating activities:

Depreciation 1,428
Total adjustments 1,428

Net cash provided by operating activities 34,477

Cash flows from investing activities:

Purchase of fixed assets (6,945)
Net cash used by investing activities {6,945)
Net increase {decrease) in cash and cash equivalents 27,532
Cash and equivalents, December 31, 2005 (1,037)
Cash and equivalents, December 31, 2006 $ 26,485

Reconciliation of the Statement of Cash Flows to the Statement of
Assets, Liabilites, and Net Assets - Madified Cash Basis

Cash Accounts:
Teen Pregnancy Prevention Program L 26,614
Sumrmer Feeding Program 321
First Louisiana Bank 227
Total Cash Reported on Statement of Assats, Liabilities, and Net Assets 27,162
Less: Bank overdraft
After School for All , 6867
Total cash, Decembar 31, 2006 3 26,495

The accompanying nates are an integral part of the financial statements 5



RESTORATION CENTER, INC.

Notes {o Financial Statements
December 31, 2006

Introduction

Restoration Center, Inc. is a private, nonprofit, faith-based community organization incorporated under the laws
of the State of Lovisiana. Restoration Center, Inc. counsels young teenagers concerning values and choices. It
also supports five meal sites throughout DeSoto Parish, Louisiana during the summer. The organization is
supported primarily by a Temporary Assistance for Needy Families (TANF) grant, a Summer Foad Service grant
and an After School for All grant through the Louisiana Department of Education. All of the Restoration Center's
support for the year ended December 31, 2006 came from this state department.

Note A. Summary of Significant Accounting Policies

Basis of Accounting

The accompanying financial statements have been prepared on the modified cash basis of accounting which is
a comprehensive basis of accounting other than generally accepted accounting principles. Grant revenue
pledged and trade payables are not reported unti} the czsh is received or disbursed.

Basis of Presentatio

Financial statement presantation follows the recommendations of the Financial Accounting Standards Board in
its Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements for Nof-for-Profit
Organizations. Under SFAS Ne, 117, Restoration Center is required fo report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assats, temporarily restricted net
assets, and permanently restricted net assets. The Restoration Center has not received any revenues or
cantributions with restrictions that would resuit in permanently restricted net assets. SFAS No. 117 also
requires a nat-for-profit organization to provide information about expenses by functional classifications.

Cash andior Cash Equivalents

For the purpases of the statement of cash flows, the Restoration Center considers all unrestrictsd highly liquid
investments with an initial maturity of three months or less to be cash equivalents. The carrying value of cash
approximates fair-value because of the liquidity of those financial instruments. The Federal Deposit Insurance
Corporation as of December 31, 2006 insures the checking accounts at each institution. At December 31, 2006,
the bank accounts totaled $26,485.

Property and Equipment

Praperty and equipment are carried at cost or if donated, at the approximate fair value at the date of donation.
The State of Louisiana has a reversionary interest in property purchased with state funds. Its disposition as well
as the ownership of any proceeds therefore is subject to state regulations.

The Restaralion Center follows the practice of capitzlizing, at cost, all expenditures far fixed assets in excess of
$100. Depreciation is computed using the straight-line method over the estimated useful lifz of each asset
generzlly as follows;

Computer equipment 3 years

Kitchen equipment 7 years

Fixed assets consists of compuler equipment costing $1,116 and kitchen eguipment cosling $6,945 with
accumulated depreciation of $2,169.

Depreciation expense for year end December 31, 2006, is $1,428.



RESTORATION CENTER, INC.
Notes to Financial Statements
December 31, 2006

Income Taxes

The Restoration Center is a nonprofit corporation and is exempt from state and federal income taxes under
Section 501(c){3) of the Internal Revenue Cocde. No provision for income taxes has been made in these
financial statements. However, income from certain activities not directly related to the iax-exempt purposes of
the Association is subject to taxation as unrelated business income. The Restoration Center had no such
income for this audit period.

Expense Allocation

The costs of providing various programs and other activities have been summarized on a functional basis in the
Statement of Support, Revenue, and Expenses. The expenses were allocated based on the actual program
and supporting services benefited.

Revenue and Support

The Restoration Center receives its support primarity from the Slate of Louisiana, Department of Education.
Contributions received with donor-imposed resirictions that are met in the same year in which the contributions
are received and classlified as unrestricted revenue and support.

Compensated Absences

There are no provisions for vacation or sick leave, therefore compensatad absences are not recorded in the
financial statements.

Note B. Acceunts Receivable

The accounts receivable consists of:

* A §3,500 loan repayment in 2004; proceeds of loan were not deposited in the bank andfor no
expenditures were recorded.

e A 168 employee advance in 2004.
-
Note C. Federal Financial Assistance

During the year ended June 30, 2006, the Restoration Center, Inc. participated in the following federal financia!
assisiance programs:

CFDA Grant Grant Revanue
Foderal Grantor/Pass-through Grantor/Pregram Tltle Numbar Year Number Rocognized Expendltaras
Unlied Statas Departmant af Agriculturs

Loulsiana Departmant of Edvcation
Summer Food Service Program 10.569 2006 06-5FSP-021 § 1M,382 § 98,1654
United States Dapartiment of Health and Human Servicaes
Loulslgna Departmant of Educaetion
Temporary Assistance to Needy Famliles
Teen Pregnancy Pravention Program 893.568 2005-2006 CFMS 615893 196,694 167,218
United States Dapartment of Educatlon
Louialana Department of Education
After School far All Alllance 2006 70,696 77,967
Total Federsl Flnanclal Assistance $ 208,076 § 255,373

Restoration Center, Inc. did not pass-through any of its federal awards to a sub-recipient during the fiscal year.



Restoration Center, Inc.

Schedule of Income, Operating Expenses and Supporting Services by Grant
For the year endsd December 31, 2006

Summer After School
TANF Feedirg For All Totals
Grant Income 196,694 111,382 70,696 378,772
Tetal grant incame 196 684 111,382 70,696 378,772
Operating Expenses:
Auto 15,581 7,597 7,730 30,918
Awards/Banguet 1,217 1,217
Contract Labor 95,797 39,372 49,851 185,020
Field trips 1,428 1,428
Payroll taxes 1,122 1,122
Snacks and lunches 887 24,387 5,053 30,327
Student incentives 266 268
Student supplias 1,143 1,143
Tralning 2,500 2,500
Travel - lodging 1,574 1,574
Travel - mileage 10,802 10,802
Total Operating Expenses 132,327 71,356 62,634 266,317
Supporting Services:
Custodial services 2,500 3,000 5,500
Insurance 3,450 3,450
Office supplies 5611 5611
Postage 148 148
Rent ta Unicn Spring Church 10,000 1,604 11,504
Utilities to Union Spring Church 2,716 3,000 3,248 8,964
Depreciation 345 1,083 1,428
Other 267 26,798 15,323 42,388
Total Supporting Services 25,038 30,881 23,075 78,993
Totzl Expenses 157,365 102,237 85,709 345,311

Net increase (decrease) in net assets $ 39329 % 8145 g (15013) § 33,462

The accompanying notes are an integral part of the financial statemenis.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Restoration Center, Inc.
Mansfield, Louisiana

| was engaged to audit the accompanying financial statements of the Restoration Center, Inc. {a nonprofit
orgarization), as of and for the year ended December 31, 2008, and have issued my report therean dated
April 25, 2008. In my report, my opinion was disclaimed due to a scope limitation.

Internal Control over Financial Reporting

In planning and performing my audit, | considered Restoration Center, Inc. internal contro} over financial
reporting as a basis for designing my auditing procedures for the purpose of expressing my opinions an
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Restoration Center, Inc.’s internal control over financial reporting. Accordingly, | do not express an
opinion an the effectiveness of the Restaration Center, Inc.'s internal control aver financial reporting.

My consideration of internal control over financial reporting was for the limited purpase described in the
preceding paragraph and would nat necessarily identify all deficiencles in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, |
identified certain deficiencies in internal cantrol over financial reporting that | consider to be significant
deficiencies.

A contro! deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions; to prevent or detect
missiatements on a timely basis. A significant deficiency is a cantrol deficiency, or combination of control
deficiencies, that adversely affects the Restoration Center, Inc.'s ability to initiate, authorize, record,
process, of seport financial data reliably in accordance with generally zccepied accounting principles such
that there is more than a remote likelihood that a misstatement of the Restoration Center, Inc.'s financial
statements that is more than inconsequential will not be prevented or detected by the Restoration Center,
Inc.'s internal control. | consider the deficiencies described in the accompanying scheduie of findings and
questioned costs to be significant deficiencies in internal contral over financial reporting. These findings
are 2006-1, 2006-2, and 2008-3.

A material weakness Is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote [kelihood that a material misstatement of the financial statements will not be
prevented or cdetected by the Restoration Center, Inc.'s internal control.

Qur consideration of the internal control over financial feporting was for the iimited purpose deserined in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses, However, of the significant deficiencies
described above | consider all the findings to be material weaknesses.



Compliance

As part of obtaining reascnable assurance zbout whether the Restoration Center, inc.'s financial
staterments are free of material misstatement, | performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions is not an objective of my audit and, accordingly, | do not express such
an opinion. The results of my tests disclosed two instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards, which are described in the accompanying
schedule of findings and questioned costs as items 2006-4, 2006-5, 2006-6 and 2006-6.

This report is intended solely for the information and use of the Board of Directors, management, others
within the organization and federal and state awarding agencies and the Legislative Auditor and is not
intended to be and should not be used by anyone other than these specified parties. Under Louisiana
Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public dacument.

Aletvat o] les-,con

Deborah D. Dees, CPA
Mansfield, Louisiana
April 25, 2008

10



Restoration Center, Inc.
Schedule of Prior Audit Findings
Far the Year ended December 31, 2008

SUMMARY OF AUDITOR’'S RESULTS: -

INDEPENDENT AUDITOR'S REFORT:

| was engaged to audit the Restoration Center, Inc. Mansfield, Louisiana, as of and for the year ended
December 31, 2008, and have issued my report thereon dated April 25, 2008. My audit of the financial
statements as of Decamber 31, 2006 resulted in a qualified opinion because of a scope limitation. The
entity has incomplete and inadequate records to support grant expenses.

REPORT ON INTERNAL CONTROL AND COMPLIANCE MATERIAL TO THE FINANCIAL
STATEMENTS

Compliance
Compliance Material to Financial Staternents Yes (] No

Internal Control

Material Weaknesses Yes ] No
Other Conditions B Yes ] Ne

There was no management letter issued.
FEDERAL AWARDS
Not applicable
FINANCIAL STATEMENT FINDINGS
INTERNAL CONTROL FINDINGS
2006-1 Control over Disbursements

Criteria: OMB Gircular No. A-87 establishes principles and standards for detsrmining costs for Federal
awards carried out through grants, cost reimbursement contracts, and other agreements with State and
local governments and federally-recognized Indian tribal governments. Attachment A, "General Principles
for Detemmining Allowable Costs” Section C. Basic Guidelines (1) j slates: To be allowable under Federal
awards, costs must “Be adequately documented.”

Canditions: For the year ended December 31, 2006, sixty dishursements fotaling $266,247 were picked
for testing various attributes. Any check written for over $2,000 (43) was chosen for review and another 17
were chosen randamly. Of the 80 dishursements tested, 20 (one-third) representing $136,698 {51%) were
not properly supported with receipts documenting specific expenditures,

Findings:

1. Of the 20 checks not adequately substantiated, 13 were checks o Union Spring Baptist Church.
(See 2006-2).

2. Also, while testing, two disbursements were noted paid to First Lauisiana Bank znd posted as an
expense with the memo Noles Payable. Upoen further inquiry, the auditor became aware that there
were loans for the Summer Feeding Pregram and that there was also another bank account at
First Louisiana Bank that was not recorded in the books. Additional investigation into this account

revealed over $18,000 in disbursements that were not recorded in the organization’s books or
ledgers.

11



Restoration Center, Inc.
Schedule of Prior Audit Findings
For the Year ended December 31, 2006

Effect: Cash disbursement supporiing documentation is not being properly accumulated. Documentation
does not exist or is incomplete to support expenditures. Errors and omissions can occur and not be
detected in a timely manner.

Cause: The Restoration Center, Inc. has failed to maintain detailed information needed to support
program expenses. Management continues to ignore the need for proper internal control for good cash
management practices.

Recommendation: Checks and other disbursements should be thoroughly and properly supported with
invoices, and alt documentation should be scrutinized and inspected before checks are signed in order to
assura that the funds are avaiiable, invoices are present, and that the purpose of the disbursement is
suitable to meet the needs of the grants.

Custody of the cash assets and signatory autharity on the checking accounts should be removed from the
president or his family members.

2006-2 Refated Party Transactions

Criteria: The Restoration Center, Inc. is a faith-based non-profit entity with direct connections to Union
Spring Bapfist Church, The president of the Restorzfion Center is the pastor of Union Spring Baptist
Church. Grants were written noting that the aclivities of the Restoration Center, Inc. would be conducted
at the Union Spring Baptist Church Life Center. With this as context, the Church is due a reasonable
reimbursernent for #s facilities and the pastor as the president of the Restoration Center is due a
reasonable wage for his time and reimbursemant of legitimate expenses.

Conditions: The cash disbursements funneled through Union Spring Baptist Church and/or pald to Joseph
Hall are not substantiated by receipts or adeguate evidence of costs reimbursed.

Findings:

1. Disbursements to Union Spring Baptist Church totaled $111,867 for the year ended December 31,
2006. These disbursements were made per invoice from Union Spring Baptist Church under the
caption “Contract Services.” There is no written contract with Union Spring Baptist Church. There
are essentially na receipts or evidence of casts documenting the expenses paid on behalf of the
Restoration Center. The reimbursements per the “invoices” and other findings are summarized
below:

Teen After School

Summer Feed Pregnancy for All Totals

Contract services:
Rent 3,000 8,000 1,504 12,504
Utilities/Telephone/lntemet 2,400 3,248 5,648
CuslcdiaCleaning 2,500 3,000 5,500
Vehicle gas/mainterance 946 8,713 5,000 15,659
Bus/van transportation 2,000 12,500 14,500
Insurance 2.850 2,850
Reimbursements with receipts 5,660 700 6,350
Reimbursements without receipls 34,695 3,050 54 37,799
No receipt 2,358 6,200 2,500 11,058
48,648 47,213 16,008 111,867

12



Restoration Center, Inc.
Schedule of Prior Audit Findings
For the Year ended December 31, 2000

The After School for All Program expenses appeared reasonable and were paid consistently
throughout the year, albeit there is a $2,500 dishursement with no documeniation. The other fwo
programs have vague charges such as;

Operational/Travel June, July, August 5,500
Reimbursement Payroll Start-up Advance 2,200
Recreation Expenses 300
Mileage/Truck Rental 2,000
Reimbursement Foad/PayrolifMileage 11,000

These types of reimbursement invoices are classified reimbursemants without receipts.

2. Disbursements to Joseph Hall, Jr, pastor of Union Spring Baptist Church and President of the
Restoration Center, Inc. tolaled $32,437 as follows:

25724.00  payrcll with time shests
1,734.25 ne receipts
420778  Invoices with no receipts
77105 receipts/idetailed expense report
32,437.08

Eight-eight and one-half percent (88.5%) of the non-payroll disbursements to Mr. Hall did not have
documentation to adeguately support the expendifures. The time sheets in July indicate that
Josaph Hall clocked and got paid for 73 hours by the Summer Feeding Program while also
simultaneously working 62 hours for the Afier School Program and 19 hours for the Teen
Pregnancy Program. In August, of the reported 18 hours worked for the After School Program; 14
Y of those same hours were also reported as time worked for the Teen Pregnancy Program.

Effect Management can override the need for exact and literal receipts by making up an “Inveice” from
Unlon Spring Baptist Church and/or paying “per contract.”

Thera is the possibility that expenses are duplicated. For example, the Church was reimbursed 515,659
for vehicle gas and maintenance, yet the Restoration Center paid an additional $7,124 in auto expenses.
Most of these expenses were not documentied with original receipts either by the Church or by the
Restoration Center.

The rertal costs under this “less-than-arms-length” arrangement may be unallowable under the quidelines
of OMB Circular 87-A. The circular defines a less-than-arms-length l2ase as “one under which one party
of the lease agreement is able to control or substantially influence the actions of the ather.”

Cause: The Restoration Center, Inc. has failed {o maintain detailed information needed to support program
expenses. Management continues to Ignore the need for proper internal control for good cash
management practices.

Recommendations: 1) Clear and concise written contracts with Union Spring Baptist Church should be
obteired for each program outlining the monthly charges. Thza contract should include that
reimbursements of expenses will only be paid with original receipts attached. 2) {f the Restoration Center
is in need of operational cash, Union Spring should advance a lump sum amount to the Center. The
Center should then deposit the money in the appropriate account. This can then be recorded correctly in
the records. The Center then pays their awn bills or payroll so the expenses can be captured and posted

aptly.

13



Restoration Center, Inc.
Schedule of Prior Audit Findings
For the Year ended December 31, 2006

2008-3 Financial Accounting System

Criteria: Best practices for financial management established by the AICPA states that an entity should
adequately monitor and report grant activities. Louisiana Revised Statute 24:514 requires the entity to
record and report financial transactions in accordance with prescribed accounting and reperting standards.
The Teen Pregnancy Prevention grant agreement hetween the Office of Family Suppeort and the
Restoration Center under the capticn “Record Retention and Inspection” reads: “The Contractor shall
maintain books, records, documents and other evidence of cost...and shall maintain such books, records,
documents and other evidence in accordance with generally accepted accounting procedures and
practices, sufficient to reflect properly all direct and indirect cost which had been incurred.”

Condition: The agency does not record all transactions relating to its operatians in the accounting system
to assure reporting accuracy or to meet the needs required for financial reporting.

Findings:

1. Banking transactions at First Louisiana Bank were not recorded for the entire year (see cash
disbursement finding 2006-1)

2. The November and December Summer Feeding transactions were not recorded. In those
statements two transfers were noted: 1) A $300 transfer to the Teen Pregnancy Prevention
Program and 2) a $500 transfer into Joseph Hall's personal checking account.

3. When a sequence of checks was noted missing in the Teen Pregnancy checking account, it was
discovered that 13 checks totaling $5,830 were being held by Union Spring Baptist Church. This
represented payroll Union Spring paid for the Restoration Center in November. The checks were
not recorded in the accounting system. The checks subsequently cleared the bank on March 19,
2007.

Effects: Lack of a properly operating financial accounting system ¢an result in inascurate, incomplete and
untimely financial reporting.

Cause: Management of the Restoration Center, Inc. has failed to share vital information with the
bookkeeper. Management continues to ignore the need for proper internai control for maintaining an
accurate accounting system.,

Recommendation: 1 recommend that the Board consider engaging an outside accountant to keep the
accounting records and record and reconcile all the bank accounts monthly. The "outside” board members
should reguest financial information quarterly to review.

COMPLIANCE FINDINGS:

2006-4 Viclation of Louisiana Audit Law

Condition: The Restoration Center, Inc. failed to submit their annual financial statements within the
required time period.

Criteria: Louisiana Revised Statutes require the Resforation Center, Inc. to submit annual financial
statements 1o the Louisiana Legislative Auditor within six (6) months of the end of the fiscal year.

Effect The Restoration Center, Inc. is in violation of the Louisiana Audit Law.

14



Restoration Center, Inc.
Schedule of Prior Audit Findings
For the Year ended December 31, 2005

Cause: The December 31, 2006 year end records were not provided to the auditor unt! June 25, 2007,
five days before the due date of the audit. While conducting procedures, it was noted that the books and
records were incomplete.

Recommendatior: | recommend that the Restoration Center, Inc. have all of jts financial records
completed and made available to its auditors within 45 days cf its fiscal year end.

2006-5 Fallure to withhold income taxes

Criteria: The term employer includes not only individuals and organizations engaged in a trade or
business, but tax-exempt organizations as well. Tax-exempt organizations (also known as nonprofit
organizations) include religious and charitable organizations, business leagues, trade associations,
educational institutions, social organizations, iabor unions, hospitals, and fratemities. The general rule is
that nonprofit organizations {like other employers) must withhold employment taxes from their employees’
wages and pay their portion of FICA and FUTA taxes.

Condition: The Restoration Center, Inc. failed to withhald income taxes from employee wages or file
payroll compliance reports to the Internal Revenue Service and the Social Security Administration.

Findings:

1. A‘total of $202,216 was paid by the Restoration Center to 61 individuals that could be classified as
employees. “Employee sign-in sheets" signed by the individuals and the program director or
‘payroll’ expense reports were used to calculate the monthly expenses. The expenses were
recorded in the varlous grant “payroll” accounts. There were no employment taxes withheld from
these wages and no employer portion of the taxes was remitted to the Internal Revenue Service or
State of Louisiana.

2. Management provided us with original copies of 11 Form 1089 copy A's (copy to be sent to the
[RS) but no copy of a 1096 transmittal form. These are forms provided for independent
contractors. The 1089's, totaling only $73,850, had not been filed. There was no 1098 to Joseph
Hall although he had received $25,724. (See 2006-2 Findings)

3. The accounting system failed to capture all the payments to these individuals. Payroll transactions
from the First Louisiana Bank (See 2006-1 Finding 2} totaled $12,283 for the Summer Feeding
Program. It is unknown exactly how much Union Spring Baptist Church was reimbursed for paying
to the Restoration Center's employees, but $3,910 was extracted from the Union Spring June and
August bank statements provided to us. The Teen Pregnancy Prevention grant November payroll
for $5,830 was not recorded {(See 2006-3 Finding 2)

The foflowing iterm were aiso noted concerning the agency's federal filing requirements:
» Form 990 Return of Organization Exempt from Income Tax has not been timely filed for 2005.

Effect: Employment l[aws and regulations have been viclated and may result in fines, penakies, or
litigation.

Cause: The Restoration Center withheld and filed payroll reports in 2003 and 2004. The reason it was
discontinued in 2005 and 2006 is unknown.

Recommendation: The Restoration Center, Inc should comply with the provisions of state and federal tax
laws by reporting and withholding the proper amount of taxes from employee wages.

16



Restoration Center, Inc.
Schedule of Prior Audit Findings
For the Year ended December 31, 2006

OTHER MATTERS:

2006-6 Unallowed costs

Criteria: OMB Circular 87 and FNS instruction 796-4, Rev. 4 describe unallowable costs far which program
funds may not be disbursed.

Condition: Fines and penalties and interest on borfowings are recorded as transactions for the Restoration
Center.

Findings:

1. Interest paid on the First Louisiana Bank loan of $487 was paid from the Teen Pregnancy
Prevention account,

2. A check for $1,885 to the United Stated Treasury was found in the First Louisiana Bank check
register. There is no documentation in the records for the expenditure, but since the Center has
not withheld taxes from their employees since 2004, part of that disbursement could possibly be
penalties and interest attributable to a prior year.

Effect These disbursements may be reviewed as unallowable to be paid from grant revenue and have to
be refunded.

Cause: Management is unfamiliar with the grant regulations.

Recommendation: If these costs are deemed unallowable, a refund should be submitted to the appropriate
agency.
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Restoration Center, Inc.
Schedule of Prior Audit Findings
For the Year ended December 31, 2006

There were four findings related to the financial statements for the year ended December 31, 2005, as

follows:
Finding No. Prior Audit Finding Stalus

Control over Disbursements/Separation of Duties: Unresolved.
Of the 60 disbursements tested, 26 representing $40,218 See Finding
{38%} were not preperly supported with invoices, receipts, 2006-1
expense reports or lime sheets or included in a W-2 or 1099

2005-1 as per IRS guidelines. The same person performs a variety
of duties relating to cash dishursements that are
incampatible for the proper system of check and balances.
Financial Accounting System: The agency does not uiilize a Urresclved,
proper accounting system {computerized and/or manual} to See Finding
assure reporting accuracy of to meet the needs required for 20086-3

2005-2 financial reporting.
Viplation of Louisiana Aucit Law: The Restoration Center Unresclved.
failed to submit thefr annual financial statements within the See Finding

2005-3 required time period. 2006-4
Summer Feeding Program "Employees" were paid lump Unresclved.
sum amounts with no taxes withhold or paid on the See Finding

2005-4 amounts. 2006-5

17



RESTORATION CENTER, INC.
725 NORWOOD RD., P.O. BOX 4
MANSFIELD, LA. 71052

PHONE (318) 871-4045

Legislative Auditor,

I would fike to comment on the findings in my 2006 aundit:

2006-1

We were unable to abtain a complete list of the transactions in question from the auditor in
order to complete our follow-up. All of our disbursements were properly supported by cither a
vendor invoice, a receipt or an invoice issued by Union Spring Church to Restoration Center, as
previously suggested by the auditor. The disbursements are alse supported by a contract
between the church and the center’s contracts with grantors.

The initial failure to provide the loan agreement and related bank statements to the auditor was
an gversight. When the auditer inquired about the payments, we provided the necessary
information. There was litle activity in the account.

We will maintain more detailed support in the future and will endeavor to provide all significant
available documents to the auditor at the beginning of the audit. Additionally, we have engaged
the services of a2 CPA firm to maintain our general ledger, prepare financial statements, file
payroll tax reports, prepare the center’s Form 990 and to provide guidance as necessary.

It should be noted that the 2006 audit report is dated April 25, 2008. Therefore, we will take
corrective action as much as possible with respect to 2007 operations and the first four months
of 2008 operations.

2006-2

Please see our response to 2006-1. Again we were unable to obtain a complete list of the
transactions in question in order to complete our follow-up. We have reimbursed the church and
others only when appropriate. From this date forward, when the church loans the center funds
for operations, we will record them as such and issue our own checks for our expenses.



2006-3

Please see the responses above. We did not intentionally withhold information or data from
either our bookkeeper or our auditor.

2006-4

Except as described above, we provided our records to the auditor in May of 2007. The new
CPA firm is in the process of preparing our 2007 financial statements. As the auditor’s report
was issued in late April 2008, we are concerned that we will not be able to obtain a 2007 audit
report by June 30, 2008 deadline. However, we will endeavor to do so. Also, we are certain that
we can meet the deadline for the 2008 financial statements and are commented to do so as
evidenced by the engagement of the new CPA firm.

2006-5

Please see the responses above. The CPA firm is in the process of preparing the delinquent tax
returns and will prepare Form 990.

2006-6
Unallowed ¢osts

We will reimburse the programs for the costs in question with nongrant fumds.

Thank you for your consideration in this matter,




