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STATE OF INDIANA

AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS
302 WEST WASHINGTON STREET
ROOM E418
INDIANAPOLIS, INDIANA 46204-2765

Telephone: (317) 232-2513
Fax: (317) 232-4711
Web Site; www.in.gov/sboa

May 7, 2008

Board of Directors

Community Addiction Services of Indiana, Inc.
1125 Brookside Ave., Ste.. 1

Indianapolis, IN 46202

We have reviewed the audit report prepared by Dunbar, Cook & Shepard, PC, independent Public
Accountants, for the period July 1, 2006 to June 30, 2007. In our opinion, the audit report was prepared in
accordance with the guidelines established by the State Board of Accounts. Per the Independent Public
Accountants’ opinion, the financial statements included in the report present fairly the financial condition of the
Community Addiction Services of Indiana, Inc., as of June 30, 2007, and the resuilts of its operations for the
period then ended, on the basis of accounting described in the report.

The Independent Public Accountants’ report is filed with this letter in our office as a matter of public
record.

We call your attention to the finding in the report. Page 20 contains one current audit finding.

STATE BOARD OF ACCOUNTS
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Community Addiction Services of Indiana, Inc.
Indianapolis, Indiana

We have audited the accompanying statements of financial position of Community Addiction
Services of Indiana, Inc., a non-profit organization, as of June 30, 2007 and 2006, and the related
statements of activities and changes in unrestricted net assets, functional expenses, program operations,
and cash flows for the years then ended. These financial statements are the responsibility of Community
Addiction Services of Indiana, Inc.’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

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 Comptroller General of the United States. Those standards require that we plan
and perform the audit 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 also 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 audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Community Addiction Services of Indiana, Inc., as of June 30, 2007 and 2006, and
the changes in its unrestricted 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 our report dated
November 19, 2007, on our consideration of Community Addiction Services of Indiana, Inc.’s internal
control over financial reporting and our {ests of its compliance with certain provisions of laws, regulations,
contracts, and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards, and should not be read in conjunction with this report in considering the results of our
audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
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, Audits of
States, Local Governments, and Non-Profit Organizations, and is also not a required part of the financial
staternents of Community Addiction Services of Indiana, Inc. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

November 19, 2007

Dundar, Covk v )hepord, P

6602 East 75th Street, Suite 400 » Indianapuolis, indiana 46250
Phone: [317) 596-1530 = Fax: (317] 596-1550 = Toll Free: (800] 887-0437

E-mail: des@dos-cpa.com « Wab Page: www.dos-cpa.com



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.

STATEMENTS OF FINANCIAL POSITION

June 30, 2007 and 2006

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful
accounts of $3,000 for June 30, 2007 and 2006
Prepaid expenses

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT
Furniture and office equipment
Vehicles
Other equipment
Less accumulated depreciation

TOTAIL PROPERTY AND EQUIPMENT

TOTAL ASSETS
LIABILITIES AND
UNRESTRICTED NET ASSETS (DEFICIT)
CURRENT LIABILITIES
Accounts payable
Line of credit
Current maturities of long-term debt
Accrued payroll and related taxes
TOTAL CURRENT LIABILITIES
LONG-TERM DEBT
TOTAL LIABILITIES
UNRESTRICTED NET ASSETS (DEFICIT)
TOTAL LIABILITIES AND

UNRESTRICTED NET ASSETS (DEFICIT)

See accompanying notes and auditors' repor.

2007 2006
$ 12,833 % 7,284
145,457 114,143
21,499 38,182
179,789 159,609
92,969 158,270
22,495 22,495
1,875 1,875
(107,927) _ (166,645)
9,412 15,995
$ 189201 $ 175.604
$ 35145 $ 61,203
- 95,000
9,973 9,233
481 18,577
45,599 184,013
23,657 33,209
69,256 217,222
119,945 (41,618)
S 189201 § 175,604

Page 2



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
STATEMENTS OF ACTIVITIES AND CHANGES IN UNRESTRICTED NET ASSETS
For the Years Ended June 30, 2007 and 2006

2007 2006

REVENUES
- DMH managed care $ 915656 $ 552,281
- United Way Agency 114,108 87,318
Fee for service - counties 230,812 244,778
Fee for service - other 67,166 64,135
Participant fees 1,341 1,223
Medicaid 7,616 27,359
Indiana Administrative Qutreach 116,695 51,019
General grants 2,947 105,647
Other 29,185 5,156
Fundraising 13,595 9,283
- Interest income 252 3,295
TOTAL REVENUES 1,499,373 1,151,494

EXPENSES
General program services 1,166,666 1,059,851
General and administrative 102,843 179,132
Fundraising 68,301 50,989
TOTAL EXPENSES 1,337,810 1,289,972

CHANGES IN UNRESTRICTED NET ASSETS 161,563 (138,478)

UNRESTRICTED NET ASSETS - BEGINNING OF YEAR (41,618) 96,860

UNRESTRICTED NET ASSETS (DEFICIT) - END OF YEAR  § 119,945 $§ (41,618)

See accompanying notes and auditors' report. Page 3
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC,
STATEMENTS OF CASH FLLOWS
For the Years Ended June 30, 2007 and 2006

_ 007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from grants, contributions and fees $ 1,467,807 $ 1,074,750
. Interest received 252 3,295
Cash paid to suppliers (740,839) (653,688)
Salaries and wages paid {604,540} (631,044)
- Interest paid (10,655) (4,223)
NET CASH USED IN OPERATING ACTIVITIES 112,025 (210,910
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (2,664) -
Proceeds from sale of assets - (3,437
NET CASH FROM INVESTING ACTIVITIES (2,064) (3,437
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term debt - 50,000
Principal payments on long-term debt (8,812) (7,558)
Proceeds from line of credit 10,000 160,000
Repayment of line of credit (105,000) {65,000)
NET CASH FROM FINANCING ACTIVITIES (103,812) 137,442
NET INCREASE (DECREASE) IN CASH 5,549 {76,905)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 7,284 84,189

CASH AND CASH EQUIVALENTS -END OF YEAR §

12,833 § 7,284

RECONCILIATION OF CHANGES IN UNRESTRICTED NET ASSETS
- TONET CASH USED IN OPERATING ACTIVITIES

Changes in unrestricted net assets $
Adjustments to reconcile changes in unrestricted net assets
to net cash used in operating activities:
Depreciation
Loss on disposal of assets
(Increase) in accounts receivable
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
(Decrease) in accrued expenses

161,563 $ (138,478)

9,247 15,079

- 6,221
(31,314) (73,449)
16,683 (15,818)

(26,058) 21,458
(18,096) (25,923)

NET CASH USED IN OPERATING ACTIVITIES §

112,025 §  (210,910)

See accompanying notes and auditors’' report.
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COMMUNITY ADINMCTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF ACTIVITIES - Community Addiction Services of Indiana, Inc., is a not-for-profit
organization that provides prevention and outpatient treatment services for chronically addicted
persons, court-ordered substance abuse evaluation services, and services for treatment of
compulsive gambling. The Organization is supported through a contract with Addiction Resource
Network of Indiana, Inc., fees for service contracts, participant fees, and other grants.

The Organization is a member of the Addiction Resource Network of Indiana, Inc., a related party
(the Network), a state-wide managed care provider of addiction treatment setvices. The
Organization is one of four members of the Network, with each member represented by a member
on the Board of Directors. The funding provided by the Network to the Organization comes from
the State of Indiana Family and Social Services Administration Division of Mental Health. A large
portion of the funds comes from the U.S. Department of Health and Human Services.

CASI’s portion of funding from Indiana FSSA/DMH is $915,656 and $552,281 for the years
ending June 30, 2007 and 2006. The funding areas were as follows:

2007 2006
State Funding $ 206,895 $ 141,894
Federal Yunding
SAPT Block Grant $ 708,761 $ 410,387

The treatment services currently operated by the Organization are as follows:

CASI Qutpatient Treatment - CAS] offers a variety of outpatient alcohol and drug
abuse services to the residents of Marion County and the eight surrounding counties. The
services include group, individual and family counseling, and also educational programs.

Confidence Club (CC) - CC is a prevention volunteer-based family program teaching
Tae Kwon Do classes to young people learning the philosophy of respect, self-confidence,
goal attainment, belonging, physical fitness, and healthy life choices.

Noblesville - Satellite outpatient counseling office located in Noblesville, Indiana.

BASIS OF ACCOUNTING - The Organization prepares its financial statements using the
accrual basis of accounting. Accrual accounting requires the recognition of revenues when earned
and are measurable, in the accounting period when services are provided, and the recognition of
expenses in the period in which they occur.

Page 9



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE A - CONTINUED

CASH AND CASH EQUIVALENTS - For the purposes of the statements of cash flows, the
Organization considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents,

CONCENTRATION OF CREDIT RISK - Occasionally, the Organization maintains checking
account balances over $100,000. The account balances are insured by the FDIC up to $100,000.

Approximately 47 percent of the 2007 and 2006 revenues were generated by one related-party
provider.

RECEIVABLES AND CREDIT POLICIES - Accounts receivable represent uncollateralized
obligations due to the Organization for treatment services. The balances are due under normal
trade terms and require payment within 30 days of the billing date. Accounts receivable are stated
at the amount billed to the paying agency and represent the amount management expects to collect
from the outstanding balances. Paying agencies with account balances over 90 days old are
considered delinquent.

The Organization establishes an allowance for uncollectible accounts receivable based on
historical collection experience, economic conditions, and management’s evaluation of
collectibility of outstanding balances. Management periodically reviews the status of delinquent
accounts and writes off uncollectible accounts after reasonable collection efforts have been
exhausted. The allowance for doubtful accounts was $3,000 at June 30, 2006 and 2005.

PROPERTY AND EQUIPMENT - Property and equipment are stated at cost. Depreciation
expense is computed using the straight-line method over the estimated useful lives of the assets.
Depreciation expense for the years ended June 30, 2007 and 2006 was $9,247 and $15,079,
respectively. The Organization’s capitalization policy is to capitalize asset acquisitions for $500
and greater.

FUNCTIONAL EXPENSES - Functional expenses have been allocated between General
Program Services and Supporting Services based on an analysis of personnel time utilized for the
related activities.

RECLASSIFICATION - Certain reclassifications have been made to present last year’s financial
statements on a basis comparable to the current year’s.

INCOME TAXES - Community Addiction Services of Indiana, Inc., is a private not-for-profit
Indiana corporation, and its activities are exempt from federal and state income taxes under
Internal Revenue Code Section 501(c)(3). The Organization is classified as a public charity by the
Internal Revenue Service,

Page 10



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE A - CONTINUED

DISPLAY OF NET ASSETS BY CLASS - Net assets of the temporarily or permanently
restricted classes are created only by donor-imposed restrictions on their use. When a donor
restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions, At June 30, 2007
and 2006, the Organization had no temporarily or permanently restricted net assets.

All other net assets, including board-designated or appropriated amounts, are legally unrestricted,

and are reported as part of the unrestricted class. Unrestricted net assets are net assets that are not
subject to donor restrictions.

ADVERTISING - The Organization expenses all advertising costs as they are incurred. Total
advertising costs for the years ended June 30, 2007 and 2006 were $703 and $3,473, respectively.

USE OF ESTIMATES - The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

NOTE B - LEASE OBLIGATIONS

Facilities - The Organization leases facilities for its offices, counseling center, and confidence club
under a 5-year cancelable lease through August 2010. The space for the two counseling facilities,
Confidence Club and Noblesville, are on month-to-month leases. Rent expense for the years ended
June 30, 2007 and 2006 was $110,295 and $109,491, respectively.

Equipment - The Organization leases equipment and copiers through June 2009. Lease expense
was $24,371 and $12,514 for the years ended June 30, 2007 and 2006, respectively.

The Organization has future minimum lease obligations as follows:

Years Ended .
June 30 Premises Equipment
2008 $ 102,027 $ 17,664
2009 102,027 10,752
2010 102,027 10,752
2011 102,027 -
2012 17,004 -

Page 11



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE C - EMPLOYEE BENEFIT PLANS

The Organization maintains a 403(B) retirement plan for its employees. Under the terms of the
Plan, employees are entitled to confribute within limits established by the Internal Revenue Code. The
Organization does not make any matching contributions.

The Organization also maintains a Section 125 cafeteria plan. Employees beconie eligible after 30
days of employment.

NOTE D - LINE OF CREDIT

The Organization renewed a $100,000 line of credit dated June 11, 2007. The line of credit has a
variable interest rate at prime plus % percent (8.25 percent and 6.00 percent at June 30, 2007 and 2006,
respectively) and is secured by substantially all assets. The line matures in May 2008. The Organization
had an outstanding balance of $-0- and $95,000 at June 30, 2007 and 2006, respectively.

NOTE E - LONG-TERM DEBT

The Organization entered into a promissory note with a bank on August 24, 2005. The note has an
interest rate of 6.75 percent and terminates August 24, 2010. The note is payable over 60 monthly
payments of $986. The note is secured by substantially all assets.

Maturities of long-term debt as of June 30, 2007 are as follows:

2008 $ 9973
2009 10,564
2010 11,299
2011 1,794
Total 33,630

Page 12
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2007

Entity
Identifying
Federal Grantor/Pass-Through Federal CFDA Pass-Through Federal
Grantor/Program Title Number Number Expenditures
Department of Health and Human Services
- Indiana Family and Social Services Administration,
Division of Mental Health and Addictions
- Addiction Resource Network of Indiana, Inc.
SAPT Block Grant 93.959 6000/139100  § 708,761

The accompanying notes are an integral part of this Schedule, Page I3



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO SCHEDULE OF FEDERAL AWARDS
June 30, 2007

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of Community Addiction Services of Indiana, Inc., and is presented on the accrual basis of accounting.
The information in this schedule is presented in accordance with the requirements of OMB Circular
A-133, dudits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of, the basic
financial statements.

NOTE B - FEDERAL PORTION OF GRANTS
The CFDA numbers have been taken from the grant documents as the programs from which the
amounts would be drawn. The Federal portion of grants received for programs under the Department of

Health and Human Services has been determined to be 77.4% according to the Indiana Family and Social
Services Administration.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Board of Directors of Community Addiction Services of Indiana, Inc.

We have audited the financial statements of Community Addiction Services of Indiana, Inc.,
{Organization) as of and for the year ended June 30, 2007, and have issued our report thereon dated
November 19, 2007. 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 Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our andit, we considered Community Addiction Services of Indiana, Inc.’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Organization’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we considered to be a significant deficiencies.

A control 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 misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
entity’s financial statements that is more than inconsequential will not be prevented or detected by the entity’s
internal control, We consider the deficiency described in the accompanying schedule of findings and questioned
costs as finding 07-01 to be a significant deficiency in internal control over financial reporting.

A material wealmess is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described 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. We believe that the significant deficiency described above is a
material weakness.

6B02 East 75th Street, Suite 400 » Indianapolis, Indiana 46250
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Community Addiction Services of Indiana, Inc.’s
financial statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant 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 was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing
Standards.

The Organization’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the Organization’s response and, accordingly, we
eXpress 1o opinion on it.

This report is intended solely for the information and use of the audit committee, management, Indiana
Family and Social Services Administration, the Division of Mental Health, and federal awarding agencies and

pass-through entities, and is not intended to be and should not be used by anyone other than these specified parties.

November 19, 2007
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors of Community Addiction Services of Indiana, Inc.

Compliance

We have audited the compliance of Community Addiction Services of Indiana, Ine., (Organization)
with the types of compliance requirements described in the ULS. 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
June 30, 2007. The Organization’s major federal programs are identified in the summary of auditors’ results
section of the accompanying schedule 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 the
Organization’s management. Our responsibility is to express an opinion on Organization’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, Audits of States,
Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Organization’s compliance with those
requirements and performing such other procedures as we consider necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on
Organization’s compliance with those requirements.

In our opinion, the Organization complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended June 30, 2007.

Internal Control Over Compliance

The management of the Organization is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the Organization’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Organization’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the entity’s internal control that might be
significant deficiencies or material weaknesses as defined below. However, as discussed below, we identified
certain deficiencies in internal control over compliance that we consider to be significant deficiencies and material
weaknesses.
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A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to administer a federal program such that there is more than a remote likelihood that noncompliance
with a type of compliance requirement of a federal program that is more than inconsequential will not be prevented
or detected by the entity’s internal control. We consider the deficiency in internal control over compliance
described in the accompanying schedule of findings and questioned costs as item 07-01 to be a significant
deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal control. We consider item 07-01 to be a material
weakness,

The Organization’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the Organization’s response and, accordingly, we
express no opinion on it.

This report is intended solely for the information and use of management, Indiana Family and Social
Services Administration, the Division of Mental Health and Addictions, and federal awarding agencies and pass-

through entities, and is not intended to be and should not be used by anyone other than these specified parties.

November 19, 2007
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2007

' SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements
¢ Type of auditors’ report issued:

Government Auditing Standards

Internal control over financial reporting:

* Material Weékness(es) identified?

e Significant deficiency(s) identified that are not
considered to be material weaknesses?

Compliance:
» Noncompliance material to financial staterments noted?

OMB Circular A-133
Internal control over major programs:
* Material weakness(es) identified?

* Reportable condition(s) identified that are not
considered to be material weaknesses?

Compliance with requirements applicable to each major prosram:
93.959

e Identification of major programs:

* Dollar threshold used to distinguish between type A and
type B programs:
¢ Auditee qualified as low-risk auditee?
* Type of auditors’ report issued on compliance for major programs:

* Any audit findings disclosed that are required to be reported
in accordance with Section 510(a) of Circular A-1337

SECTION II - FINANCIAL STATEMENT FINDINGS
Finding 07-1

= See explanation below

ungualified.

X yes no
yes X 0o
yes X no

X _yes no
ves X no

SAPT Block Grant
§ 300,000

yes X 1o

unqualified.

ves X no

See auditors’ report on compliance with requirements applicable to each major program and on

internal control over compliance in accordance with OMB Ciroular 4-133.
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2007

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
Finding 07-1

 Information on the federal program
U.S. Department of Health and Human Services — Indiana Family and social Services Administration,
Division of Mental Health and Addictions, Addiction Resource Network of Indiana, Inc., Block Grant
- CFDA #93.959,

= Criteria or specific requirements
Proper internal control requires that the entity have a segregation of duties. The Organization requires
that the Executive Director initial the invoices that are presented for payment to document his approval
of such disbursement. The Executive Director does sign each check.

= Condition
The documentation of payment of invoices did not reflect the approval for payment of the ‘
disbursement for 19 of our sample of 40. Subsequent review of the disbursements revealed that al
payments were for proper purposes. Those invoices that did have documentation of approval were
approved by the Executive Director.

« Questioned costs
$-0-

= Context
The procedure in place was for the Director of Finance to receive vendor invoices and prepare checks
for payment. He reviews the invoice for propricty and codes the disbursement to the proper expense
account. He then presents the invoice and the check to the Executive Director for his approval and
signing of the check.

v Effect
Inspection of the paid invoices did not indicate that the expenditure was authorized to be paid by the
Executive Director.

= Cause
The cause of this condition appears to be simply oversight.

Recommendation

The Organization does have a policy for the Executive Director to initial each invoice and sign the
checks. The checks could be returned to the Director of Finance to review the invoices, prior to filing,
to ensure that they have all been initialed by the Executive Director.

* Managements Response
Management agrees with the auditor’s recommendation. Periodic reviews of paid invoices will be
done to verify that approvals are being documented in accordance with the organizations policy.

PRIOR YEAR AUDIT FINDINGS
o None

See auditors’ report on compliance with requirements applicable to each major program and on
internal control over compliance in aecordance with OMB Circular A-133. Page 20





