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Independent Auditors’ Report

To the Board of Directors
Quad Area Community Action Agency, Inc.
Hammond, Louisiana

We have audited the accompanying statements of financial position of Quad Area Community Actien Agency, Inc. {a
nonprofit organization), as of December 31, 2004 and 2003, and the related statements of activities and cash flows
for the years then ended. These financial statements are the responsibility of Quad Area Community Action Agency,
Inc.'s management. Qur responsibility is to express an opinion on these financial statements based on our audits. We
did not audit the financial statements of La Posada Apartments, RHS Project, which statements reflect total assets
of $1,964,651 as of December 31, 2004, and total support and revenues of $201,902 for the year then ended. Those
statements were audited by other auditors whose report has been furnished to us, and our opinion, insofar as it relates
to the amounts included for La Posada Apartments, is based solely on the report of the other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of Ametica 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 we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit alse includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In aur opinion, based on our audits and the report of other auditors, the financial statements referred to above present
fairly, in all material respects, the financial position of Quad Area Community Action Agency, Inc., as of December 31,
2004 and 2003, and the changes in its net assets and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated May 20, 2005, on our
consideration of Quad Area Community Action Agency, Inc.s internal contral over financial reporting and our tests of its
compliance with certain pravisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Gavernment Auditing Standards and should be read in conjunction with this report in
censidering the results of our audit.



Dur audit was performed for the purpase of forming an opinion on the basic financial statements of Quad Area Community
Action Agency, Inc. taken as a whole. The accompanying 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, Awdits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our apinion, is fairly stated, in ali material respects, in relation to the basic financial statements taken as a whole.

The accompanying supplemental information schedules shown on pages 18-23, are presented for the purpose of
additional analysis and are not a required part of the financial statements of Quad Area Community Actien Agency,
Inc. Such information has been subjected to the auditing procedures applied in the audit of the financial statements
and, in our opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole.

The accompanying supplemental schedules, listed as "Supplemental Information Schedules For Grants and Contracts
Analysis” in the table of contents and shown on pages 25-27, are presented for the purpose of providing various
funding sources of Quad Area Community Action Agency, Inc. additional individual grant and contract analysis and
are not a required part of the financial statements. The information is prepared on a prescribed basis of the various
funding sources of Quad Area Community Action Agency, Inc., and certain schedules are for periods other than the
organization's fiscal year. These schedules are not presented in accordance with generally accepted accounting
principies. Accordingly, the schedules mentioned previously and shown an pages 25-27 are not intended to present
financial position and results of operations in conformity with generally accepted accounting principles. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements and in our
opinion they are fairly stated on the basis of accounting practices prescribed by the various funding sources.

(ool adod

Cook and Morehart
Certified Public Aceountants
May 20, 2005



Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Statements of Financial Position
December 31, 2004 and 2003

Assets 2004 2003
Current assets:
Cash $ 144,516 145,411
Grant receivables 476,566 210,734
Other receivabies 18,393 805
Prepaid expenses 7,758 4,393
Due from gther funds 412,541 628,437
Total current assets 1,068,774 889,780
Restricted deposits and funded reserves 69,977 41,900
Property and equipment 5,385,356 5,141,614
Accurmulated depreciation {991,943) (775,509}
Net property and eguipment 4,393,413 4,366,005
Total Assets - $ 5,523,164 5,397,685
Liabilities and Net Assets
Current liabilities:
Accounts payable $ 316,600 136,651
Accrued liahilities 96,925 55,084
Due to other funds 412,541 628,437
Current portion of long-term debt 711,641 2,128,118
Refundable advances 101,696 53,900
Total current liabilities 1,639,303 3,012,195
Deposits and prepayment liabilities:
Tenant's security deposits b,850 5,400
Long-term debt 2,610,704 1425812
Total fiabilities 4,255,857 4,443,407
Net assets:
Unrestricted:
Operating - undesignated {316,506) {299,554)
Besignated 69,977 41,900
Fixed assets 1,513,836 1,211,932
Total net assets 1,267,307 954,278
Total Liahilities and Net Assets $ 5,523,164 5,397,685

The accompanying notes are an integral part of the financial statements.
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Statements of Activities
For the Years Ended December 31, 2004 and 2003

Unrestricted
Revenues and Other Support: 2004 2003
Contractuai revenue - grants $ 5,534,556 $ 5,193,518
Rents 12,984 6,642
Rental assistance subsidy 180,768 181,000
Fees earned 125,658 140,242
Miscellaneous revenues 296,055 238,619
Total revenues and ather support 6,149,921 h,760,021
Expenses:
Home energy assistance 74,838 290,025
Community services 1,123,242 1,323,061
Weatherization assistance 94,189 243,210
Head start program 1,157,965 1,096,452
St. Amant learning 22,662 62,781
Drug Free 15,266
Children's trust fund 2,505
Child nutrition 112,512 117,882
Fame 1st 1,223 304,674
After school for all 329,642 292,973
Foster grandparents program 472466 473,856
Retired senior volunteer program 58,066 53,618
Emergency assistance 50,493 55,000
Rental housing project 216,224 170,443
Veterans assistance programs 327,345
Teen pregnancy prevention program |l , 107,872
Literacy education 88,906 65,019
Emergency shelter grants 57,507 68,203
Man to man 236,369
Teen pregnancy prevention program 485,490 329,495
EL [ Civics 40,866 41,030
21st Century 2,720
Puossibilities for a Better Tomorrow 608,414
General services 496,858 418,430
Total expenses 5,836,892 5,752,898
Changes in net assets 313,029 7,123
Net assets, beginning of year 854,278 947,155
Net assets, end of year $ 1,267,307 $ 854,278

The accompanying notes are an integral part of the financial statements.
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Statements of Cash Flows
For the Years Ended December 31, 2004 and 2003

Operating Activities 2004 2003

Change in net assets $ 313,029 $ 7,123
Adjustments to reconcile change in net assets to
net cash provided (used) by operating activities:

Depreciation 218,033 182,884
{Gain) on retirement of property and equipment {11,950
(Increase) decrease in operating assets:
Grant receivables (265,832) 148,769
Other receivables (17,588) {805)
Prepaid expense {3,365) {3,389)
Restricted deposits and funds (28,077) {27,593)
Increase (decrease) in operating liabilities:
Accounts payable 180,849 (103,708)
Accruad liabilities 41,841 37,892
Tenants security deposits 450 (300)
Refundable advances 37,791 {264,205)
Net cash provided {used) by operating activities 477,231 [25,282)
Investing Activities
Proceeds from sale of property 80,950
Payments for property and eguipment (231,909} {29,406)
Net cash provided {used) in investing activities {231,909) 51,544
Financing Activities
Proceeds from notes payable 264,452 278,950
Repayments of long-term debt {510,669 {402,874)
Net cash {used) by financing activities {246,217) {123,924
Net {decrease) in cash {895) (97,662)
Cash as of heginning of year 145,411 243,073
Cash as of end of year $ 144,516 ] 145411

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

{Continued)
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Quad Area Community Action Agency, inc.
Hammond, Louisiana
Statements of Cash Flows
For the Years Ended December 31, 2004 and 2003
{Cantinued)

Supplemental disclosures:

Cash paid for interest
Non-cash investing and financing transaction;
Acquisitien of property

Cast of property and equipment

Property and equipment loans

Cash down payment for property and equipment

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

B

2004 2003
185,492 $ 174,578
13,532 $ 143,434
{13,632) {114,088)
$ 29,406




Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003

(1) Summary of Significant Accounting Policies
A. Nature of Activities

Quad Area Community Action Agency, Inc. (QACAA) is a private nonprofit corporation incorporated under the laws
of the State of Louisiana. QACAA is governed by a Board of Directors fram the different parishes that QACAA
serves. QACAA operates as a community action agency administering various federal and state funded programs
designed to provide assistance to the poor and disadvantaged in the following parishes of Louisiana: Ascension,
East Feliciana, West Feliciana, Livingston, St. Helena, Tangipahoa, and Washington. The following programs, with
their approximate percentage of total revenues indicated, are administered by QACAA:

Home Energy Assistance (1%} - Operates a program designed to assist low income households in offsetting the
burden of high energy costs. Funding is provided by federal funds passed through the Louisiana Housing Finance
Agency.

Community Services Block Grant (18%) — Administers programs designed to provide services and activities that
will have a measurable impact on causes of poverty in the community. Funding is provided by federal funds passed
through the Louisiana Department of Labor.

Weatherization Assistance {2%) - Weatherizes (insulates) the dwellings of low-income persons, particularly the
elderly and handicapped low-income persons, in order to aid those persons least able to afford higher energy costs
and to conserve needed energy. Funding is provided by federal funds passed through the Louisiana Housing Finance
Agency.

Head Start Program {25%) — Provides comprehensive early child development for disadvantaged and handicapped
preschool children and their families. Funding is provided by federal funds from the U.S. Department of Health and
Human Services.

St. Amant Learning (1%) - To assist clients of all ages with literacy skills including reading, writing, and
mathematics. Special tutoring schedules will be set up for each client based on their needs towards the goal of
self-sufficiency. Funding is provided by various sources.

Drug Free Communities Support Pragram{1%) - To reduce substance abuse among youth; help community
coalitions strengthen collaboration; enhance intergovernmental communication and coordination; enable
communities to conduct data-driven research-based preventive planning; and provide communities with technical
assistance, guidance, and financiat support. Funding is provided by federal funds from the U.S. Department of
Health and Human Services.

(Continued)
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003
{Continued)

Child Nutrition (2%) — Operates a Child and Adult Care Food Program in coordination with the Head Start
Program. Funding is provided by federal funds passed through the Louisiana Department of Education.

After Schoel for AH (5%) - To provide youth development programming in the out-of-school hours that includes
academics, enrichment, and recreation. Funding is provided by federal funds passed through the Louisiana
Department of Education.

Foster Grandparents Program (8%) ~ Sets up projects which provide one-on-one help to children with special
needs or exceptional needs in health, education, welfare and related settings. Foster grandparents must be
low-income persons at least 60 years of age. Funding is provided by federal funds from the U.S. Agency The
Corporation For National Service.

RSVP Program (1%} — Provides opportunities for retired persons to volunteer their services in order to remain
physically and mentally active. Funding is provided by federal funds from the U.S. Agency The Corporatien For
National Service.

Emergency Assistance {1%) — Provides emergency food and shelter in areas of high need through-out the
community to persons based upon their unemployment or poverty status. Funding is provided by federal funds
passed through local United Way agencies.

Rental Housing Projects (3%} — La Posada Apartments is a ferty-unit apartment project located in Independence,
Louisiana, that is owned and operated by QACCA. The project was placed in service during August, 2002, for the
purpose of operating a rental housing project. Permanent financing is being provided by the Rural Housing Service
{(RHS}), and the project is reqgulated by RHS as to rent charges and operating methods.

Veterans Assistance Programs (5%) — The Homeless Veterans’ Reintegration Program is designed to support
a homeless veterans’ reintegration, training, and placement project program. The Incarcerated Veterans’ Transition
Program is designed to develop programs which will assist eligible veterans who are incarcerated and at risk of
homelessness that provide career counseling, employment training, job search assistance, and life skills support
services. Funding is provided by federal funds from the U.S. Department of Labor.

Literacy Education (1%) — Develops programs and activities to meet the needs of welfare to work and
undereducated non-adolescent adult students to help prepare them for entering the work force. Fundmg is provided
by federal funds passed through the Louisiana Department of Education.

{Continued)
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Netes to Financial Statements
December 31, 2004 and 2003
{Continued)

Emergency Shelter Grants Program {1%) - Provides funds to meset costs for building rehabilitation,
operational/maintenance expenses, and essential services in connection with emergency shelter of homeless
persons, as well as costs of eligible homeless prevention activities through three Emergency Shelter Grants funded
with federal HUD funds passed through the Parishes of Ascension, Tangipahoa, and Livingston, State of Louisiana.

Teen Pregnancy Prevention Program (8%) - Provides teen pregnancy prevention program activities for at-risk
youth in Tangipahoa, St. Helena, Livingston, and E. Feliciana Parishes. Funding is provided by federal funds passed
through the Louisiana Department of Social Services.

EL | Civics (1%) ~ To attract, assist and enroll Tangipahoa's Asian and Hispanic ethnic population in English
literacy and civics education classes. Funding is provided by federal funds passed through the Louisiana Department
of Educatian.

General Services (7%) - Provides payment of necessary agency expenses not specifically attributable to a
grant/contract operated by the agency. Funding is provided by various donations and by management and
development fees earned through the operation of three apartment complexes.

Possihilities for a Better Tomorrow (10%) - To provide suspended and expelled students with meaningful and
pesitive activities that will lead to the development of basic skills for successful futures. Funding is provided by
federal funds passed through the Louisiana Department of Education.

. Basis of Accounting

The financial statements of QACAA have been prepared on the accrual basis of accounting.

. Basis of Presentation

Financial statement presentation follows the recommendations of the Financial Accounting Stardards Board in its
Statement of Financial Accounting Standards (SFAS} No. 117, Financial Statements of Not-—for-Profit
COrganizations. Under SFAS No. 117, the Organization is required to report information regarding its financial

pesition and activities according to three classes of net assets: unrestricted net assets, temporarily restricted net
assets, and permanently restricted net assets.

. Income Taxes

QIACAA is a nonprofit corporation and is exempt from state and federal income taxes under Section 501 {c)(3} of
the Internal Revenue Code. However, income from certain activities not directly related to QACAA's tax—exempt
purpose is subject to taxation as unrelated business income. QACAA had no such income for this audit period.

{Continued)

9



Quad Area Community Action Agency, Ine.
Hammond, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003
{Continued)

E. Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and assumpticns
affect the reported amounts of assets and liabilities, the disctosure of contingent assets and liabilities, and reported
revenues and expenses. Actual resuits could differ from those estimates.

F. Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, QACAA considers ail unrestricted highly liquid investments with an
initial maturity of three months or less to be cash equivalents. QACAA had no cash equivalents during 2004 or
2003.

G. Property and Equipment

Acquisitions of buildings, equipment, and improvements in excess of $500 and all expenditures for repairs,
maintenance, and betterments that materially profong the useful lives of assets are capitalized. Capitalized assets
are stated at cost or, if donated, at the approximate fair value at the date of donation. Depreciation is computed
using the straight-line method aver the estimated useful life of each asset.

The Federal Government has a reversionary interest in property purchased with federal funds; its disposition as
well as the ownership of any proceeds therefrom is subject to federal requlations. The use of assets purchased
with federal funds is limited to the purposes intended by the funding agency.

H. Revenue and Support

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support,
depending on the existence andfor nature of any donor restrictions. Contractual grant revenue is reported as
unrestricted support due to the restrictions placed on those funds by the funding sources being met in the same
reporting period as the revenue is earned.

Support that is restricted hy the donor is reported as an increase in unrestricted net assets if the restriction expires
in the reporting period in which the support is recognized. All ather donor-restricted support is reported as an
increase in temporarily or permanently restricted net assets, depending on the nature of the restriction. When a
restriction expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the Statement of
Activities as net assets released from restrictions.

{Cantinued)
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{Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003
{Continued)

I Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional basis in the
statement of activities. Accordingly, certain costs have been allocated among the programs and supporting
services benefited.

J. Tenants’ Security Deposit

Tenants' security deposits are held in a separate bank account in the name of the rental housing project. At
December 31, 2004, this account was funded in an amount less than the security deposit hiability. Management
has been informed of this deficiency and will properly fund the account in 2005.

K. Amortization

Insofar as they relate te the La Posada Apartments, mortgage costs are amortized over the term of the mortgage
loan using the effective interest method.

L. Rental Income

Rental income is recognized as rentals become due. Rental payments received in advance are deferred until earned.
All leases between the corporation and the tenants of the rental housing project are operating leases.

{2) Concentrations of Credit Risk

{ACAA maintains its temporary cash investments with financial institutions that are insured by the FDIC up to
$100,000 at each bank. At December 31, 2004, $241,545 was held at financial institutions. Of this amount,
$226,499 was insured by the FDIC, and the remaining $15,046 was uninsured. At December 31, 2003, $226,093
was held at financial institutions. Of this amount, $223,491 was insured by the FDIC, and the remaining $2,602 was
uninsured.

Concentrations of credit risk with respect to grants receivahie were limited due to the balance being comprised of
amounts due from governmental agencies under contractual terms. As of December 31, 2004 and 2003, QACAA had
no significant concentrations of credit risk in relation to grants receivable.

{Continued)
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003
{Continued)

{3} Grants Receivable
Various funding sources provide reimbursement of allowable costs under contracts or agreements. These halances
represent amounts due from the funding sources at December 31, 2004 and 2003, but net received until after that

date.

(4) Due To and Due From Other Funds

2004 2003
Due From Due To Due fFrom Due To
Fungd Other Funds  Other Funds  Other Funds_  Other Funds
Unrestricted $ 278,619 § 97,281 § 304327 § 291,023
Restricted Funds:
Child and Adult Care Food Program 2,898 13,318 4,271 14,008
Weatherization Assistance - 10,751 16,775 43,806
Children’s Trust Fund - - - 549
Drug-Free and Literacy Education 4,927 1,600 - -
Literacy Education - 16,420 25 21,528
Emergency Shelter Grants Program - 23,057 1,995 38,737
Home Energy Assistance - 9.473 19,071 19,145
Community Services 18,460 - 63,121 40,002
Teen Pregnancy Prevention Pragram 10,969 25,368 24,548 73,075
St. Amant Learning 48,454 5,861 115,547 8,522
Fame 1*' - 70 - 254
After School for All 4,381 52,881 18,158 8,837
Emergency Assistance - 33 308 -
Teen Pregnancy Prevention |l - - 4,409 5,302
Man to Man - 85 38,766 43,788
EL { Civics 4,927 - 11,404 3,752 14,984
Head Start Program 8,671 18,544 13,363 4,877
Veteran's Program 22,786 8,083 - -
21% Century - 2,714 - -
Possibilities for a Better Tomorrow 9,549 115,098

$ 412541 § 412541 § 628437 § 628437

(9) Refundable Advances

OACAA records federal funds received in excess of expenditures as a refundable advance until they are expended for
the purpose af the contract or until the funds are returned to the appropriate funding source.
{Continued)
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Quad Area Community Action Agency, Inc.
Hammend, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003
{Continued)

(6) Unrestricted Operating Net Assets

Unrestricted, undesignated operating net assets at December 31, 2004 and 2003, are detailed by individual program

as follows:
2004 2003
St. Amant Learning $ 43,372 $ 8,186
Home Energy Assistance { 8941) -
Rental Housing Project 28,265 54,469
Literacy Education { 2497 { 1,691
Fame 1 - 2
Veteran's Assistance Pregrams {5,297 -
Emergency Shelter Grants { 4) -
21% Century { 2) -
General Services { 371,402) {360,490}
${ 316506)  ${ 299,554)

Designated net assets at December 31, 2004 and 2003 consists of restricted deposits and funded reserves related

1o the rental housing project.
{7) Property and Equipment

An analysis of the property and equipment at December 31, 2004 is as follows:

Purchased Purchased
Estimated With With
Depreciable Federal Non-Federal
Life Funds Funds Total

Buildings and improvements 20-30years $ 1,300,639 § 894857 § 2,195,496
La Posada Apartment buildings 30 years - 1,941,402 1,941,402
Land 31,600 344,000 375,500
Furniture and equipment 9 - 7years 378,130 29,131 408,261
Vehicles ' 3 - Syears 259,704 204,993 464,697
Accumulated depreciation { Bb9,997) _(431946) ({ 991,943
Net investment in property and equipment $1410976 $2982437 $4393413

Depreciation expense for the year ended December 31, 2004 was $218,033.

{Continued)
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003
(Continued)

An analysis of the property and equipment at December 31, 2003 is as follows:

Purchased Purchased

Estimated With With
Qepreciable Federal Non-Federal
Life Funds Funds Total

Buildings and improvements 20-30years $ 1,280,378 $ 881,320 $ 2,161,703
La Posada Apartment buildings 30 years - 1,941,402 1,941,402
Land 31,500 344,000 375,500
Furniture and equipment b - 7years 249,566 29,131 278,697
Vehicles b years 179,219 204,993 384,212
Accumulated depreciation (_465909) (309.600) _({ 775,509
Net investment in property and equipment $ 1,274,754  $3,091,251 § 4,366,005

Depreciation expense for the year ended December 31, 2003 was $182,884.

(8} Long-term Debt
Long-term debt at December 31, 2004 and 2003 consisted of the following:

2004 2003

Note payabie to a finance company, due in

monthly installments of $625.22 including

interest at 2.90%, secured by a vehicle; final

payment due September 15, 2006 $ 13176 $ 19,963

Note payable to a bank, interest of 7.75%,
principle due on demand, unsecured 84,948 124,948

Note payable to a finance company, due in monthly

installments of $645.08 including interest

at 5.99%, secured by a vehicle; final

payment due September, 2008 25,949 31,942

{Continued)
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Quad Area Community Action Agency, Inc.

Hammaond, Louisiana

Notes to Financial Statements
December 31, 2004 and 2003

{Continued)

Note payable to a bank, due in monthly
installments of $2,588.70 including interest

at 7.25%, secured by a pledge of collateral
mortgage note; final payment due August, 2005

Note payable to a hank, due in monthly
installments of $3,118.00 including interest
at 7.5%, secured by building; final payment
due April, 2005

Note payable to a bank, due in monthly

installments of $10,228.20 including interest

at 8.0%, secured hy real estate; loan renewed October, 2004,
due in monthly installments of $9,620.51, including

interest at 7.0%, final payment due Nevember, 2009.

Loan is also guaranteed by the U.S. Department of
Agriculture for $1,080,000 under & loan note guarantee.

Note payable to a bank, interest of 7.50%;
principle due January 2005; secured by real estate.

Two notes payable to Rural Housing Service, due in monthly
installments of $3,150 and $5C1, in¢luding interest at 1.00%,
secured by real estate, final payments due August 2035

Note payable to a bank, interest of 7.5%; principal due
on demand; unsecured

Note payahie to a bank, interest of 6.5%; principal due
on demand; unsecured

Nate payable to a bank, interest of B.75%; principal due
on demand; secured by real estate.

{Continued)
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Quad Area Community Action Agency, Inc.
Hammand, Louisiana
Notes to Financial Statements
Decamber 31, 2004 and 2003
{Continued)

Note payable to a bank, interest of 5.75%; accrued
interest payments due monthly; principle balance due

July 2009; secured by real estate. 433,754 646,172
Total Debt 3,322,245 3,554,930
Less current installments on long-term debt { 711,541) (2,129.118)
Non-current portion of long-term debt $2,610,704 $1,425,812

Approximate maturities of long-term debt are summarized as follows:

For the Year Ending Approximate
December 31, Amount

2005 $ 711,641
2006 187,654
2007 123,837
2008 128,245
2009 1,208,422
2010 - thereafter 963,546

$ 3,322,245

[nterest expense on these notes for the years ended December 31, 2004 and 2003 was $185,492 and $174,578,
respectively.

{9)  Retirement Obligations
QACAA participates in a tax deferred thrift retirement plan whereby an amount up to 5% of the salary of eligibie
employees is contributed to interest-earning accounts or mutual funds. The funds are in the employee's name upon
funding. The amounts contributed for the years ended December 31, 2004 and 2003 were $104,920 and
$91,900, respectively.

{10} Contractual Revenue - Grants

During the years ended December 31, 2004 and 2003, QACAA received contractual revenue from federal and state
grants in the amount of $5,534,556 and $5,193,518, respectively. The continued existence of these funds is
based on annual contract renewals with various funding sources.

{(Continued)
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(11}

(12)

(13}

(14)

Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Notes to Financial Statements
December 31, 2004 and 2003
{Continued)

Leases
The agency leases certain buildings and equipment under operating leases. There are no purchase aptions or

renewal terms contained in these leases. They can each be renewed based on the mutual agreement of both
parties. Rental costs on these items for the years ended December 31, 2004 and 2003, were as follows:

2004 2003
Buildings $ 115,005 $ 94478
Equipment 44,574 55,280

$ 159579 $ 149,758

There are no commitments under lease agreements having lease terms in excess of one year.

Partnership Investments

QACAA serves as the Managing General Partner for four different limited partnerships which manage apartment
complexes under the Home Affordable Rental Housing Program through regulatary agreements with Louisiana

Housing Finance Agency.

(IACAA entered into Management Sub-Contracts with Calhoun Property Management, Inc. and St. Amant
Management Co., in which they will co-manage the Partnerships. QACAA's ownership percentage of all
partnerships is .5%.

Reserve for Replacements

In accordance with the loan agreement with RHS, a reserve for replacements is to be funded $21,302 annually until
the account reaches a balance of $213,020. The required amount of reserves as of December 31, 2004, was
$52,587. The amount on hand at Becember 31, 2004, was $52,087 which was funded.

Accrued Liabilities

Accrued liabilities at December 31, 2004, consisted of the following:

Payroff liabitities $ 62,894
Accrued interest payable 34,031
$ 96,925
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Revenues

Quad Area Community Action Agency, Inc.

Hammond, Louisiana

Head Start Grant No. 06CH0402/13

U.S. Department of Health and Human Services
Schedule of Revenues, Expenditures and Changes in Fund Balance
Budget and Actual
For the Contract Period: December 1, 2003 to November 30, 2004

Department of Health and Human Services  $
Grantee's contribution

Total revenue

Expenditures:
Personnel

Fringe henefits

Travel
Equipment
Supplies

Contractual

Other

Grantee's share

Total all expenditures $

Revenue over (under} expenditures

Fund balance, beginning December 1, 2003

Fund balance, ending November 30, 2004

COB Balances

Budget Actual Current Year
1,534,732 § 1,534,732

383,683 383,683

1,918,415 1,918,415

662,356 659,271 § 3,085
134,873 120,204 14,668

10,000 17,907 (7,907)
105,028 105,028

70,500 88,069 {17,569}

6,500 18,261 {11,761}
545,475 525,892 19,483
1,634,732 1,534,732 §

383,683 383,683

1,918,415 1,918,415

$
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Foster Grandparents Program
Schedule of Revenues, Expenditures and Changes in Fund Balances
For the Contract Period: January 1, 2004 to December 31, 2004

Revenue: Federal Nanfederal Tatal
Contract revenue $ 446,333 § $ 446,333
Nonfederal share

State revenue 25,908 25,909
Total revenue 446,333 25,909 472,242

Expenditures
Personnel 82,458 82,458
Fringe benefits 11,4868 2,156 13,624
Travel 2,649 578 3,327
Equipment 1,051 1,439 2,490
Supplies 1,552 449 2,001
Rent 16,108 5,000 21,108
Contractual 1.6800 4b0 2,060
Communications 2,255 2,672 4,927

Total volunteer support éxpenses 119,141 12,844 131,985
Volunteer stipends 271,821 271,821
Volunteer travel 45,130 1,081 46,211
Volunteer recognition 3,518 8,969 12,487
Volunteer other 8,723 3,015 9,738

Total volunteer expenses 327,192 13,065 340,257

Total expenditures 448,333 25,909 472,242

Excess revenues {expenditures}

fFund balance, January 1, 2004

Fund balance, December 31, 2004 $ § $
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Revenue:

Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Retired Senior Yolunteer Pragram

Schedule of Revenues, Expenditures and Changes in Fund Balances
For the Contract Period: Juiy 1, 2003 to June 30, 2004

Contract revenue
Nonfederal share
State revenue

Total revenue

Expenditures

Personnel

Fringe benefits
Travel

Audit

Equipment
Suppiies

Space costs
Communications
Other

Total volunteer support expenses

Volunteer travel
Volunteer other

Total volunteer expenses

Excess revenues {expenditures)

Total expenditures

Fund balance, July 1, 2003

Fund balance, June 30, 2004

Federal Nenfederal Total
$ 45,983 $ 45,983
11,184 11,184
45,983 11,184 h7,187
32,226 1,525 33,751
2,547 4,981 7,528
a46 hB 1,002
500 500
1,037 74 1,111
1,470 3,405 4,875
1,108 80 1,186
562 562
39,894 10,621 50,515
4,379 4379
1,710 563 2,273
6,089 563 6,652
45,983 11,184 57,167
$ ]
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Report on Compliance and on Internal Eontrol Over Financial
Renorting Based on an Audit of Financial Statements
Performed In Accordance With Government Auditing Standard's

To the Board of Directors
Quad Area Community Action Agency, Inc.
Hammond, Louisiana

We have audited the financial statements of Quad Area Community Action Agency, Inc. (a nonprofit organization) as of
and for the year ended December 31, 2004, and have issued our report thereon dated May 20, 2005. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrofler General of the United
States.

Compliance
As part of obtaining reasonable assurance about whether Quad Area Community Action Agency, Inc.’s financial

statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, 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 was
not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
na instances of noncompliance that are required to be reported under Government Auditing Standards.

internai Control Over Financial Reporting

In planning and performing our audit, we considered Ouad Area Community Action Agency, Inc.’s internal control gver
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, we noted certain
matters involving the internal control over financial reporting and its operation that we consider to be reporfable
conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design
or operation of the internal control over financial reporting that, in our judgment, could adversely affect Quad Area
Community Action Agency, Inc.’s ability to record, process, summarize and report financial data consistent with the
assertions of management in the financial statements. The reportable condition isare described in the aceompanying
schedule of findings and questioned costs as item 2004-B1.

3



A material weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the
financial statements being audited may accur and not be detected within a timely periad by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be reportable conditions and
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses.
However, we believe that none of the reportable conditions described above are material weaknesses. We also noted
other matters involving the internal control over financial reporting which we have reported to management of Quad Area
Community Action Agency, Inc. in a separate management letter dated May 20, 2005.

This report is intended solely for the information and use of management, the Board of Directors and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyene other than these specified
parties.

(bl

Cook & Morehart
Certified Public Accountants
May 20, 2005
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Report on Compliance with Requirements Applicable to Each Major Program
and Internal Cantrol Over Compliance in Accordance With OMB Circular A-133

To the Board of Directors
Quad Area Community Action Agency, Inc.
Hammond, Louisiana

Compliance
We have audited the compliance of Quad Area Community Actien Agency, Inc. {a nonprofit organization) with the types

of compliance requirements described in the Y. S. Office 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, 2004. (Quad Area
Community Action Agency, Inc.’s major federal programs are identified in the summary of auditor's results section of the
accampanying schedule of findings and guestioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of Quad Area Community Action
Agency, Inc.’s management. Our responsibility is to express an opinion on Quad Area Community Action Agency, Inc.’s
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audlits of States, Local Governments, and Non-Frofit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonabie
assurance about whether noncompliance with the types of compiiance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about Quad Area Community Action Agency, Inc.'s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for
our opinion. Qur audit does not provide a legal determination on Guad Area Community Action Agency, Inc.’s compliance
with those requirements.

In our opinion, Quad Area Community Action Agency complied, in all material respects, with the requirements referred
to ahove that are applicable to its major federal programs for the year ended December 31, 2004.

Internal Control Over Compliance

The management of Quad Area Community Action Agency is responsibie for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to federal
pragrams. In planning and performing our audit, we considered Quad Area Community Action Agency’s internal controi
aver compliance with requirements that could have a direct and material effect on & major federal program in order
to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report
on internal control over compliance in accordance with OMB Circular A-133.
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Our censideration of the internal control over campliance would not necessarily disclose all matters in the internal controi
that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more
of the internal contral components dees not reduce to a relatively low level the risk that nencompliance 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 timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over compliance and its operation that we consider
to be material weaknesses.

This report is intended solely for the information and use of management, the Board of Directors and federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone ather than these specified

parties.

(hllala™

Cook & Morehart
Certified Public Accountants
May 20, 2005
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Quad Area Community Action Pragram, Inc.
Hammond, Louvisiana

Summary Schedule of Prior Audit Findings
December 31, 2004

2003-B1 - REPORTABLE CONDITION

Statement of Condition and Criteria: During the year ended December 31, 2003, Quad’s cumulative operating
net asset {deficit) improved fram {$349,524) to {$299,554).

Recommendation: We recommend that management and the Board of Directors continue to meet on a periodic basis
to monitar the agency’s financial position and to formulate financial plans to eliminate the deficits.

Current Status: See repeat finding in current year audit.

2003-B2 - REPORTABLE CONDITION

Statement aof Condition and Criteria: At December 31, 2003, interagency balances between the various programs
totaled $628,437.

Recommendation: We recommend that Quad analyze all interagency balances and repay amounts owed hetween the
programs to eliminate the interagency balances.

Current Status: No finding in current year audit.
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Quad Area Community Action Program, Inc.
Hammond, Louisiana

Schedule of Findings and Duestioned Costs
December 31, 2004

A. Summary of Audit Results

1.

The auditor’s repart expresses an unqualified opinion on the financial statements of Quad Area Community
Action Agency, Inc.

One reportable condition is reported in the Report on Compliance and on Internal Control aver Financial
Reporting Based on an Audit of Financial Statements Performed in Accordance with Government Auditing

Standards. The condition is not reported as a material weakness.

No instances of noncompliance material to the financial statements of Quad Area Community Action Agency,
Inc. were disclosed during the audit.

No reportable conditions are reported in the Report an Compliance With Reguirements Applicable to Each
Major Program and Internal Control Over Compliance in Accordance With OMB Circular A-133.

The auditor’s report on compliance for the Head Start program, Community Services Block Grant program,
and Temporary Assistance te Needy Families program expresses a qualified opinion; the report on the
remaining major programs is ungualified.

There are no audit findings relative to the major federal awards programs reported in Part C of this Schedule.
The programs tested as major pregrams included: 1) Head Start Program CFDA #93.600, 2} Community
Services Block Grant CFDA# 93.569, 3} Temporary Assistance to Needy Families Program CFDA #93.558,
4) Farm Laber Housing Loan Program CFDA #10.405, 5) Possibilities for a Better Tomorrow CFDA #84.184c,
and 6) Veterans” Assistance Pragrams CFDA #17.805.

The threshold for distinguishing Types A and B programs was $300,000.

Quad Area Community Action Agency, Inc. qualified as a low-risk auditee.

{Continued)
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Quad Area Community Action Program, inc.
Hammond, Louisiana
Schedule of Findings and Questioned Costs
December 31, 2004
{Continued)

B. Findings - Financial Statements Audit;
2004-B1 - REPORTABLE CONDITION
Statement of Condition and Criteria: At December 31, 2004, Quad’s cumulative operating net asset {deficit)
increased from $(299,554) to $(316,5086), which is an increase of $16,952. The increase was caused by a cost
of $31,294 resulting from a memorandum of understanding agreement between Quad and a state agency which
administers the Weatherization program. The agreement cails for Quad to be credited hack the $31,294 in 2005

based upon certain conditions. Without this transaction, Quad’s cumulative operating net asset deficit would have
improved by $14,342.

Cause: The operating net asset (deficit) is the result of the agency’s prior years” operations not being properly
budgeted for those programs administered by the agency.

Recommendation: We recommend that management and the Board of Directors continue to meet on a periodic basis
ta monitor the agency's financial position and to formulate financial plans to eliminate the deficits.

Response: Quad Area is in the process of selling assets to reduce the deficit.

C. Findings and Questioned Costs — Major Federal Programs Audit - None.
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{luad Area Community Action Agency, Inc.
Hammond, Louisiana
Summary Schedule of Prior Audit Findings
Schedule for Louisiana Legislative Auditor
December 31, 2004 and 2003

There were two reportable conditions for the prior year audit for the year ended December 31, 2003. See
accompanying Summary Schedule of Prior Audit Findings.

There were three management letter comments for the prior year audit for the year ended December 31, 2003. The
current status of these comments is shown helow,

{1)PAYMENT OF INVOICES

Improvement noted. No finding noted in current year audit.

(2)ISSUANCGE OF CHECKS

Improvement noted. No finding noted in current year audit.

(3}CURRENT FINANCIAL RECORDS

Improvement noted. No finding noted in current year audit.
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Quad Area Community Action Agency, Inc.
Hammond, Louisiana
Corrective Action Plan for Current Year Audit Findings
Schedule for Louisiana Legislative Auditor
December 31, 2004 and 2003

There is one reportable condition for the current year audit for the year ended December 31, 2004, listed in the
accompanying Schedule of Findings and CQuestioned Costs as item 2004-B1. Management's response is also shown
there.

There are five management letter comments for the current year audit for the year ended December 31, 2004.
Management’s response to those comments is noted below.

THN-KIND

The in-kind from Head Start will he monitored maore closely in the future and assigned to be checked by our Head
Accountant.

(2)CREDIT CARDS

Credit card receipts will be substantiated during the year and hefore payment is made.

(3)VETERANS ASSISTANCE ADMINISTRATIVE EXPENSES

We will separate the administrative expenses in the general ledgers.

(4)VETERANS ASSISTANCE ELIGIBILITY

We will develop a checklist to ensure compliance and justification thereof.

(5)WEATHERIZATION FILE EXAM

A person in the Weatherization program has been assigned on a peridic basis to check the folders to ensure compliance.
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Management Letter <3

May 20, 2005

Winnie Sibley, Executive Director
Quad Area Community Action Agency, Inc.
Hammond, Louisiana

We have audited the financial statements of Quad Area Community Action Agency, Inc., for the year ended December
31, 2004, and have issued our report thereon dated May 20, 2005. in planning and performing our audit of the
financial statements we considered its internal control over financial reporting in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting.

During our audit we noted certain matters invelving the internal control over financial reporting that are presented for

your consideration. These comments and recommendations have been discussed with the appropriate members of
management.

(1} IN-KIND HEAD START PROGRAM

During our audit, we noted that some of the amounts claimed as in-kind for the Head Start program did not appear
reasonable in regards to certain volunteer services. In addition, some supporting documents were copies, rather than
originals. The in-kind requirement was met for the grant ended November 30, 2004.

We recommend that the agency impiement monitoring procedures, on a monthly basis, over ameunts claimed as in-kind
to ensure they are reasonable and that the appropriate supporting documents are maintained.



{2) CREDIT CARDS

During our audit, we noted several instances where payments were made for credit card charges without having the
detailed supporting documents/invoices to support the amounts paid.

We recommend that no payments be made for eredit cards charges without reconcifiation of detatled vendor invoices
receipts to amounts appearing on the credit card statements.

(3) ADMINISTRATIVE EXPENSES-VETERAN'S ASSISTANCE PROGRAM

During our audit, we noted that the agency’s Veteran's Assistance program contracts state that costs for
administration shall not exceed 20% of the total amount of the grant. The agency’s financial records were not
compiled in a manner to allow for a tracking of administrative expenses to ensure compliance with this requirement.

We recommend that the agency implement procedures te ensure compliance with the 20% administrative limit, as
stated in the program centracts.

(4) VETERANS ASSISTANCE ELIGIBILITY

During our testing of participant files of the Veteran's Assistance programs, we noted that not all of the
documentation specified in the program contracts was retained in the participant records.

We recommend that the agency implement procedures to ensure that all documentation as required by the program
contracts is retained in each participant's file.

(5) WEATHERIZATION FILE EXAM

During our audit, we selected several files for the Weatherization program to determine that appropriate documentation
was maintained to support each home weatherized. The files selected for testing did not initially contain the required
documentation. Additional documentation was subsequently provided for the files selected for testing.

We recommend that the agency implement procedures to ensure that all files are maintained on a current basis and
contain the appropriate documentation as required by the funding source. We further recommend that an individual
be assigned to monitor the files on a periodic basis to ensure compliance with program requirements.

We express our sincere thanks to the personne| of Quad Area Community Action Agency, Inc., for the coaperation and
assistance provided us during sur examination. We are available to provide you assistance and consultation in the
implementation of the above recommendations. This letter is furnished solely for the use of management and is not
to be used for any other purpose.

Cooh AWl

Cook & Morehart
Certified Public Accountants



