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January 28, 2010

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, 2007 to June 30, 2008. 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, 2008, and the results 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 findings in the report. Page 21 contains one current audit finding. Page
22 contains the status of one prior audit finding.

STATE BOARD OF ACCOUNTS


cconrad
Text Box
B35644

cconrad
Text Box
January 28, 2010

cconrad
Text Box


COMMUNITY ADDICTION SERVICES
OF INDIANA, INC.

AUDITED FINANCIAL STATEMENTS
June 30, 2008 and 2007



TABLE OF CONTENTS

INDEPENDENT AUDITORS’ REPORT ON FINANCIAL STATEMENTS........cccocvcevniinineniiens
FINANCIAL STATEMENTS
Statements of Financial POSItION ........ccccuviiiiiiininiiiceec et
Statements of Activities and Changes in Net ASSELS .....co.coeeririereinienenieneresererre e
Statements of Functional EXPenses .........cccccveecverinrieieieieere s ieetesre s ete v sesseseessesreaseens
Statements of Program OPETrations ..........c.ecueveriririeriererienierieesieneieessessssessessessessessssessesssssesenes
Statements 0f Cash FIOWS .........ccooiiiiriiiiiiiiicic et
SINGLE AUDIT SECTION
Schedule of Expenditures of Federal AWards .........cocoovvviiiiiciiiisiieieeceeie e ceeeeeeee e ee v
Notes to Schedule of Expenditures of Federal Awards

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 .........cocoviiiiiiinieeesnesenenene ettt sseene

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133 .ottt

Schedule of Findings and QUEeStioNed COSLS .........ccceeiirrerrircierieniieeeieirereseerenteereere e ersesseesnerens

Summary Schedule of Prior Audit FINAINES.......ccocoveieeieieciiceiireececee et eerere e



Ronald E. Cook

Bernard J. Shepard

Michael A. Berlier

d unb an Harry A. Wright, Jr.

Michelle L. Siner
cooH s shepard, p.c. el L Srer
Certified Public Accountants William E. Dunbar 1929-1991

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, 2008 and 2007, and the related statements
of activities and changes in 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, 2008 and 2007, 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 our report dated
September 22, 2008, on our consideration of Community Addiction Services of Indiana, Inc.’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and important for assessing the results of
our audit.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of
Community Addiction Services of Indiana, 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, Audits 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 opinion, is fairly stated, in all material respects,
in relation to the basic financial statements taken as a whole.

2, 2008
September 22, 20 Dundianr, Ot v)d‘t.pdAd, rle,

8250 Woodfield Crossing Boulevard, Suite 300 ¢ Indianapaolis, Indiana 46240
Phone: (317) 469-0169 « Fax: (317) 469-0149 « Toll Free: (800) 887-0437

E-mail: dcs@dcs-cpa.com * Web Page: www.dcs-cpa.com



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.

STATEMENTS OF FINANCIAL POSITION
June 30, 2008 and 2007

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful
accounts of $6,000 and $3,000 for June 30, 2008 and
2007, respectively
Prepaid expenses

TOTAL CURRENT ASSETS
PROPERTY AND EQUIPMENT
Furniture and office equipment
Vehicles

Other equipment
Less accumulated depreciation

TOTAL PROPERTY AND EQUIPMENT

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Current maturities of long-term debt
Accrued payroll and related taxes

TOTAL CURRENT LIABILITIES

LONG-TERM DEBT

TOTAL LIABILITIES

NET ASSETS
Unrestricted
Temporarily restricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes and auditors' report.

2008 2007

$ 145281 $ 12,833
72,071 145,457
13,735 21,499
231,087 179,789
109,524 92,969
22,495 22,495
1,875 1,875
(113,533)  (107,927)
20,361 9,412

$ 251448 $ 189201
$ 73270 $ 35,145
10,564 9,973
13,245 17,784
97,079 62,902
13,232 23,657
110,311 86,559
88,269 102,642
52,868 -
141,137 102,642

$ 251448 § 189201
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

REVENUES
DMH managed care
United Way Agency
Fee for service - counties
Fee for service - other
Participant fees
Medicaid
Indiana Administrative Outreach
General grants
Other
Fundraising
Interest income
Net assets released from restrictions

EXPENSES
General program services
General and administrative
Fundraising

For the Year Ended June 30, 2008

NET ASSETS - BEGINNING OF YEAR

See accompanying notes and auditors' report.

Temporarily

Unrestricted  Restricted Total
$§ 666,465 §$ - $ 666,465
88,497 - 88,497
132,317 - 132,317
34,218 - 34,218
190 - 190
4,216 - 4,216
126,959 - 126,959
39,131 68,000 107,131
649 - 649

(282) - (282)

71 - 71

15,132 (15,132) -
TOTAL REVENUES 1,107,563 52,868 1,160,431
907,935 - 907,935
147,798 - 147,798
66,203 - 66,203

TOTAL EXPENSES 1,121,936 - 1,121,936 -

CHANGES IN NET ASSETS (14,373) 52,868 38,495
102,642 - 102,642
NET ASSETS-END OF YEAR § 88,269 $ 52,868 § 141,137
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Year Ended June 30, 2007

200
REVENUES
DMH managed care $ 915,656
United Way Agency 114,108
Fee for service - counties 230,812
Fee for service - other 67,166
Participant fees 1,341
Medicaid 7,616
Indiana Administrative Qutreach 116,695
General grants 2,947
Other 29,185
Fundraising 13,595
Interest income 252
TOTAL REVENUES 1,499,373
EXPENSES
General program services 1,166,666
General and administrative 102,119
Fundraising 68,301
TOTAL EXPENSES 1,337,086
CHANGES IN UNRESTRICTED NET ASSETS 162,287
UNRESTRICTED NET ASSETS (DEFICIT) - BEGINNING OF YEAR (41,618)
Prior period adjustment (18,027)
UNRESTRICTED NET ASSETS (DEFICIT) - BEGINNING OF YEAR, as restated (59,645)

UNRESTRICTED NET ASSETS - END OF YEAR § 102,642

See accompanying notes and auditors' report. Page 4
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
STATEMENTS OF CASH FLOWS
For the Year Ended June 30, 2008

‘ 2008 200
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from grants, contributions and fees $ 1,233,746 $ 1,467,807
Interest received 71 252
Cash paid to suppliers (522,251) (740,839)
Salaries and wages paid (545,508) (604,540)
Interest paid (7,219) (10,655)
NET CASH FROM OPERATING ACTIVITIES 158,839 112,025
CASH FLOWS (USED IN) INVESTING ACTIVITIES
Purchase of property and equipment (16,555) (2,664)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on long-term debt (9,834) (8,812)
Proceeds from line of credit 10,000 10,000
Repayment of line of credit (10,000) (105,000)
NET CASH FROM FINANCING ACTIVITIES (9,834)  (103,812)
NET INCREASE IN CASH 132,450 5,549
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 12,833 7,284

CASH AND CASH EQUIVALENTS - END OF YEAR § 145283 $ 12,833

RECONCILIATION OF CHANGES IN UNRESTRICTED NET ASSETS
TO NET CASH USED IN OPERATING ACTIVITIES

Changes in unrestricted net assets $ 38495 $ 162,287
Adjustments to reconcile changes in unrestricted net assets
to net cash used in operating activities:

Depreciation 5,606 9,247
(Increase) decrease in accounts receivable 73,386 (31,314)
(Increase) decrease in prepaid expenses 7,764 16,683
Increase (decrease) in accounts payable 38,125 (26,058)
Increase (decrease) in accrued expenses (4,537) (18,820)

NET CASH USED IN OPERATING ACTIVITIES $ 158,839 $§ 112,025

See accompanying notes and auditors' report. Page 9




COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2008 and 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 services. 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.

CAST’s portion of funding from Indiana FSSA/DMH is $666,465 and $915,656 for the years
ending June 30, 2008 and 2007. The funding areas were as follows:

2008 2007
State Funding $ 150,688 $ 206,895
Federal Funding
SAPT Block Grant $ 515,777 $ 708,761

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

CASI Qutpatient Treatment - CASI 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 10



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2008 and 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.
The Organization had $59,929 on deposit in excess of federally insured limits as of June 30, 2008.

Approximately 58 percent and 61 percent of the 2008 and 2007 revenues, respectively, were
generated by one 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 $6,000 and $3,000 at June 30, 2008 and
2007, respectively.

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, 2008 and 2007 was $5,606 and $9,247,
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 11



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

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, 2008
and 2007, 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.

TEMPORARILY RESTRICTED ASSETS — The Organization received a $50,000 grant from
Lilly Endowment, Inc. during 2008 for marketing consulting and computer technology
enhancements. Expenditures for that purpose were $15,132 during 2008. The Organization
received an $18,000 grant from the Marion County Drug Free Community Fund during 2008 for
the Functional Needs Resource Coordination Project. There were no expenditures for that purpose
during 2008. The Organization had temporarily restricted assets of $52,868 at June 30, 2008.

ADVERTISING - The Organization expenses all advertising costs as they are incurred. Total
advertising costs for the years ended June 30, 2008 and 2007 were $435 and $703, 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, 2008 and 2007 was $109,453 and $110,295, respectively.

Equipment - The Organization leases equipment and copiers through June 2009. Lease expense
was $15,232 and $24,371 for the years ended June 30, 2008 and 2007, respectively.

The Organization has future minimum lease obligations as follows:

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

Page 12



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

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 contribute 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 become eligible after 30
days of employment.

NOTE D - 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, 2008 are as follows:

2009 $ 10,564
2010 11,299
2011 1,933
Total $ 23,796

NOTE E - PRIOR PERIOD ADJUSTMENT
It was determined that accruals were not recorded for earned, unpaid vacation at June 30.

Accordingly, the financial statements have been adjusted to reflect additional payroll accruals of $11,994
and $17,303 at June 30, 2008 and 2007, respectively.
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2008

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 $ 515,777

The accompanying notes are an integral part of this Schedule. Page 14



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
NOTES TO SCHEDULE OF FEDERAL AWARDS
June 30, 2008

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, Audits 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.

NOTE C- SUBRECIPIENTS

Of the total federal expenditures presented in the schedule, Community Addiction Services of
Indiana, Inc., provided federal awards totaling $81,965 to subrecipients.

Page 15
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REPORT ON INTERNAL CONTROL OVER HNANCIAL 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 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, 2008, and have issued our report thereon dated
September 22, 2008. 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 audit, 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 organization’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 organization’s financial statements that is more than inconsequential will
not be prevented or detected by the organization’s internal control. We consider the deficiency described in
the accompanying schedule of findings and questioned costs as finding 08-01 to be a significant deficiency in
internal control over financial reporting.

A material weakness 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 organization’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.

8250 Woodfield Crossing Boulevard, Suite 300 ¢ Indianapalis, Indiana 46240
Phone: (317) 469-0169 « Fax: [317) 469-01483 « Toll Free: (800) 887-0437 Page 16

E-mail: des@dcs-cpa.com ¢ Web Page: www.dcs-cpa.com



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 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 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.

September 22, 2008

Dundar, Goot v Hepard, Pe.
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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, Inc.,
(Organization) with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended June 30, 2008. 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, 2008.

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.

8250 Woodfield Crossing Boulevard, Suite 300 ¢ Indianapolis, Indiana 46240
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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.

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.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

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.

September 22, 2008

Dundar, Coott v )Ihepord, Pe.
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2008

SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements
¢ Type of auditors’ report issued:

Government Auditing Standards

Internal control over financial reporting:

e Material weakness(es) identified?

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

Compliance:
¢ Noncompliance material to financial statements 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 program:

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-133?

unqualified.
X__yes no
yes X _no
yes X_no

yes X no

y€s X no

93.959 SAPT Block Grant

$ 300,000
yes X no

unqualified.

y€s X no

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

internal control over compliance in accordance with OMB Circular A-133.
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COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2008

SECTION II - FINANCIAL STATEMENT FINDINGS
Finding 08-1
= Criteria or specific requirements

Generally accepted accounting principles require that compensated absences be accounted for on the
accrual basis. Accordingly, a liability for amounts to be paid as a result of employees' rights to
compensated absences should be accrued, considering anticipated forfeitures, in the year in which
earned. ‘

= Condition

It is the Organization’s policy that vacation must be used within 13 months from the employee's
anniversary date or approval must be obtained from the Executive Director to use it at a later time. As
a result, there are employees with earned, unpaid vacation at fiscal year-end. The Organization does
pay out earned vacation to employees when they leave the Organization, thus there are no forfeitures as
a result of termination. The Organization does track earned, unpaid vacation; however, it has not
been posting an accrual at year-end.

= Context

It was determined through obtaining an understanding of the Organization’s vacation policy and
financial statement close process that earned, unpaid vacation exists at fiscal year-end; however, an
accrual has not been posted. This resulted in a prior year audit adjustment totaling $18,027 to reduce
beginning net assets for the year ended June 30, 2007. This reflects an increase of payroll expense and
payroll liabilities. The financial statements have been adjusted to reflect additional payroll accruals of
$11,994 and $17,303 at June 30, 2008 and 2007, respectively.

= Effect
The Organization’s payroll liability and related salaries expense do not reflect compensated absences
in the period in which they are earned.

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

* Recommendation
It is recommended that management include a procedure to accrue for earned, unpaid vacation as part of
the year-end financial closing process to ensure that payroll liabilities are recognized in the proper period.

* Managements Response
Management will implement a procedure to accrue for earned and unpaid vacation time as part of the year
end closing procedures. The new procedure will insure that payroll liabilities are recognized in the correct
period.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

¢ None

See auditors’ report on compliance with requirements applicable to each major program and on
internal control over compliance in accordance with OMB Circular A-133. Page 21



COMMUNITY ADDICTION SERVICES OF INDIANA, INC.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended June 30, 2008

Single Audit Findings for Fiscal Year Ended June 30, 2007

Program SAPT Block Grant
CFDA Number  93.9595

Finding Number 2007-1

Comment Resolved by the Auditee

Periodic reviews of paid invoices were performed by the Director of Finance to verify
that approvals were documented in accordance with the Organization’s policy for the
Executive Director to initial each invoice and sign the checks.

See auditors’ report on compliance with requirements applicable to each major program and on
internal control over compliance in accordance with OMB Circular A-133. Page 22





