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Herman & Cormany
Certified Public Accountants, A.C.

Accoumtants & Consultants
Independent Auditors’ Report

To the Board of Divectots
The Arc of the Three Rivers, Inc.
Charleston, West Virginia

We have andited the accompanying statement of position of The Avc of the Thiee Rivets, Iuc., a not-
for-profit organization, as of December 31, 2008, and the related statements of activities and changes in
net assets, and cesh flows for the year then ended. These financial statements are the responsibility of
the Ozganization’s management, Our responsibility is to expiess an opinion on these financial
statements based on our audit, The financial statements of The Arc of the Three Rivers, Inc. as of
June 30, 2007, were andited by other auditors whose report dated June 10, 2008, expressed an

nqualified opinion on thoss statements.

We conducted ot andit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable fo financial audits contained in Govermment Auditing
Standards, issued by the Comptroller General of the United States Those standards require ihat 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 examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statements presentation. ‘We believe that our audit provides a reasonable basis for our opinion

In our opinion, the financial statements referred to above present faitly, in all matexial respects, the
financial position of The Arc of the Three Rivers, Tne., as of December 31, 2008, and the changes in its
net agsets and its cash flows for the vear then ended in conformity with accounting principles generally

“accepted n the United States of America

In accordance with Govermment Auditing Standards, we have also issued owr report dated
December 18, 2009 on our considetation of The Arc of the Three Rivers, Inc ’s internal control over
financial reporting and owr tests of its compliance with certain provisions of laws, regulations,

contracts and grant agreements and other matters. The purpose of that repest is to describe the scope of

out testing of internal control over financial reporting and compliance and the results of that testing and
not to provide an opinion on the intemal control over financial reporting or on compliance, That repott
is an integral pat of an andit performed in accordance with Governmental Auditing Standards and
should be tead in conjunctions with this report in considering the 1esults of our andits.

1031 Quatrier Street, Suite 511 o Charleston, WV 253012357 » (304) 345-2320 » (304) 345-2305 fax
www.herman-cormenycpas.com




Ta the Board of Directors
The Arc of the Three Rivers, nc.

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 state awards is presented for purposes of
additional information 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 faitly stated, in all matesial respects, in relation to the basic financial statements taken as

a whole,

H Loranee d /@M/

Charleston, WV
December 18, 2009

DHHR - Finange
APR 8§ 200
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The Arc of the Three Rivers, Inc.
Statements of Financial Position

December 31, 2008 and 2007

Assets 2008 2007
Current Asseis
Cash and cash equivalents § 349,670 $ 368,677
Cash held for others 356,765 300,854
Patient receivables, net 1,236,227 804,429
Grant receivables 27,673 100,493
Other receivables 2,034 1,430
Prepaid expenses and deposits ‘ 3423 21,3608
Total Current Assets 1,980,793 1,597,252
Property and Equipment, net 90,713 59,808
Total Assets $2.071,506 $1.697.060
Liabilities and Net Assets
Current Liabilities
Line of credit $ 149,850 b -0-
Accounts payable 723,880 387,051
Accried salaries and benefits 246,347 212,850
Fidneciary liability for assets held for others 356,765 300,854
Capital [éase obligations, clirrent portion 907 7,689
 Note payable, current portion 4530 4.242
Total Current Liabilities 1,482,279 __912.686
Capital lease obligations, lopg-term -0- 598
Note payable, iong-term ___ 819 5,320
Total long-term liabilities 819 5918
Net assets
Unrestricted 588,408 778.456
Total Liabilities and Net Assots 071,506 1,697,060

See independent anditors' report and notes to financial statements.
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The Are of the Three Rivers, Inc.
Statements of Activities

For the Years Ended December 31, 2008, and 2007

See independent auditars' report and notes to financial statements.
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2008 L2007
Revenues and Snpport
Net patient service revenue $8,920,544 $8,295,421
Giant funding 199,149 249,553
Other revenne and suppart 178,577 134,590
Tnterest income 4,560 12,346
Donations 18.290 5.947
Toial Revenuses and Suppori 9.321.120 8.607.857
Expenses
Salarics and wages 3,463,384 3,225,448
Payroll taxes and benefits 729,768 603,402
Contracied services 3,860,405 3,630,526
Medicaid enhancement tax 419,595 392,571
Travel 264,626 190,431
Supplies ‘ 74,412 66,162
Day program expense 49 465 49,333
Insurance 35,245 37,359
Depreciation 46,105 31,114
Professional fees 48,037 32,177
Utilities and telephons 51,392 28.461
Rent 111,366 73,883
Groceries 21,138 17,016
Parking 24,207 23,674
Dues and subscriptions 7,649 21,037
Provision for bad debt 156,919 28,577
Inierest 5,087 872
Other 142,374 100.490
“Toial Experses 0511168 8,552.535
Change in Net Assets -7 (190,048) 145,322
Net Assets, Beginning of Year 778,458 633,134
Net Assets, End of Year & 538408 $ 778,456




The Arc of the Three Rivers, Inc,
Statements of Cash Flows
For the Year Ended December 31, 2008 and 2007

2008 2007
Operating Activities
{Decrease) increase in net assets $(190,048) $145,322
Adjustments to 1econcile increase in net asgets to
net cash provided by operating activities:
Depreciation 46,105 31,114
Provision for bad debt 136,219 28,577
Changes in operating assats and liabilities
Decrease (increase) in:
Patient receivables (588,717} {124,930)
Grant receivables 72,820 (53,630)
QOther receivables {(606) {(558)
Prepaid expenses snd deposits 12,947 (3,276)
Increase (decrease) in:
Accounts payable 336,329 36,935
Accrued salaries and benefits 33497 51,309
Net Cash (Used in) Provided by Operating Activities (120,254} 130.863
Investing Activities
Property and equipment acquisitions {37.010) (29.824)
Nef Cash Used in Imvesting Activities {37.010) {29.824)
Financing activities
Proceeds from line of credit 150,000 oL
Paymenis on line of credit (150) -0-
Payments on capital leases {7,380) (8,994)
Payments on note payzble {4,213) (3.974)
Net Cash Provided by {Used iu) Financing Activities 138.257 (12,968)
Net (Deezease) Increase in Cash and Cash Equivalents {19,007) 68,071
Cash and Cash Equivalents, Beginning of Year 368,677 300,606
Cash and Cash Equivalents, End of Year $349.670 $.368.677
Supplemental disclosure of cash flow information:
Cash used for interest payments § 5087 $ 872

See independent auditors’ report and notes to financial statements.
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The Arc of the Three Rivers, Inc,
Notes to Financial Statements
December 31, 2008 and 2007

Note A — Swamary of Sienificant Accounting Policies

Nature of Activities - The Arc of the Three Rivers, Inc. (“ARC™) is a not-for-profit, noustock
corporation organized and existing under the laws of West Vitginia and located in Charleston, West
Virginia. The ARC provides services to individuals with mental retardation and developmental
disabilities in Kanawha, Putnam, Clay, and Boone counties in West Virginia

Use of Bstimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amownts of assets and liabilitics and disclosure of contingent assets and Iiabilities at the date of the
financial staternents and reported amounfs of revenues and éxpenses during the reporting period.
Actnat results could differ from these estimates.

Cash and Cash Equivalents ~ Cash and cash equivalents include shori-term, highly liquid investments
both readily convertible io known amounts of cash or so neat maturity af acquisition that thete is an
insignificant risk of change in value because of changes in interest rates. Cash equivalents are stated at
cost,

Patient Receivables, Net — The ARC uses the allowance method to report patient receivables at
realizable value. Allowances for uncollectible accounts are estimated based on the historical experience
of the ARC and continuous teview of the aging of these receivables Specific patients’ balances are
wiitten off against the established allowances as circumstances indicate that a specific patient balance,
etther wholly or partially, will not be collected. Patient receivables have been disclosed net of an
allowance for uncollectible accounts of $8,301 and $7,294 for the years ended December 31, 2008 and

2007, respectively.

Property and Equipment, Net — Property and equipment is reported at cost for purchased items and fair
value for contributed items Depreciation is computed by the straight-line method based on estimated
useful lives The ARC’s policy is to capitalize assets whose expected life is in excess of one year and
cost {or fair value) is sbove $500. Equipment acquired nnder capital lease obligations is amortized on
the stiaight-line method over the shorier period of the lease term or the estimated useful life of the
equipment. Such amortization is included in depreciation in the financial statements.

Net Asset Classification — Net assets of the organization and changes therein are classified and reported
as follows:

Unresiricted net assets - net assets that are not subject to donor/gantot-imposed
stipulations.

Temporarily vestricted net assets - net assets subject to donor/grantor-imposed
stipulations that will be met either by actions of the ARC and/or the passage of time.,




The Arc of the Three Rivers, Inc.
Notes to Financial Statements
December 31, 2008 and 2007

Note A — Swnmary of Significant Accounting Policies {Continued)

Permanently restricted et assets —cnet assets subject to donox/gtantor-imposed
stipulations that they be maintained permanently by the ARC

Revennes are reported as increases in unrestricted net assets unless use of the related assets is limijted
by donot/grantor-imposed restrictions, Expenses are reporied as decreases in umesiricted net assets.
Gains and logses on assets or liabilities are reported as increases o1 decrsases in unrestricted net assets
unless their use is restiicted by explicit donor/grantor stipulation or by law. Expirations of temporary
restrictions on met assets (Le, the donow/grantor-stipulated purpose has been fulfilied and/or the
stipulated time period has elapsed) are reported as nef assets releaged from restrictions, For the years
ended December 31, 2008 and 2007, the ARC had no temporatily or permanently restricted assets.

Excess of Revenues Over Expenses and Increase in Net Assets — The statement of operations inclndes
excess of revenues ovar c¢xpenses and increase in net assets. Changes in nnresiricted net assets which
are excluded from oxcess of revemues over expenses, consistent with industry practice, include
unrealized gains and losses orn investments other than trading securifies, permanent fransfers of assets
to and from affiliates for other than goods and services, and contributions of long-lived assets
(including assets acquired using contributions which by- donor restriction were to be used for the
purposes of acquiring such assets)

Net Patient Service Revenue - Net patient service revenue is reported at the estimated net realizable
emounts from patients, third-party payers, and others for services rendered, including estimated
retroactive adjustments under refmbursement agresments with thivd-party payeis.

Retroactive adjustments are accrued on an estimated basis in the petiod the related services are
rendeved and adjusted in future periods as final settlements are determined.

Charity Care - The ARC has established criteria under its charity care policy to provide services {0
those patients without the financial resources to pay for the services. Because the ARC does not pursue
collection of amounts determined to qualify as charity care, they are not reported as revenue Charity
care provided during the years ended December 31, 2008 and 2007 was $67,213 and $114,182,
respectively, measured at standard charges for services,

Interest Expense - All interest costs have been expensed and are included in operating expenses in the

statements of operations and changes in net assets. Total inierest expense for the years ended
December 31, 2008 and 2007 was $5,087 and $872, respectively.

Advertising Expense - All advertising costs have been expensed and are incfuded in other operating
expenses in the statements of operations and changes in nef asseis. Total advertising expense for the
years ended December 31, 2008 and 2007 was $4,284 and $11,370, respectively,




The Are of the Three Rivers, Inc.

Notes to Financial Statements
December 31, 2008 and 2607

Note A — Summary of Significant Accounting Policies {Continued)

Income Taxes - The ARC is a not-for-profit corporation as described in Section 501(c)(3) of the
Internal Revenue Code and is exempt from federal income taxes on related income pursnant to Section
501(a} of the Code,

Reclassifications — Ceriain items in the 2007 financial statements have been reclassified to conform to
cwrrent presentations

Note B— Patient Receivables

Patient receivables are reported net of allowances for amounts estimated to be uncollectible by reason
of bad debts Management estimates for aflowances for doubtful accounts are based om historical
experience and analysis of individual patient receivables. Specific patient balances are written off at the
time that they are determined uncollectible. The following is a summary of net patient receivables at
December 31, 2008 «nd 2007:

2008 _ 2807
ICE/MR Medicaid $ 96,966 $ 82,259
Waiver Medicaid 1,147,371 729,464
Other 191 -0-
1,244,528 811,723
Less provision for bad debts . 8301 7.294
$1-236.227 $804:426
Note C — Property and Equipinent, Net
A summary of property and equipment as of December 31 is as follows:
2008 _ 2007 __
Land $ 5,000 § 5,000
Building 54,900 54,900
Leasehold improvements 50,712 30,353
Furniture and fixtures 3,233 2,949
Equipment 222.536 _206,169
Total property and equipiment 336,381 299,371
Acournulated depreciation _{245,668) {189.563)
Property and equipment, net $§ 90713 $ 99808




The Arc of the Thi-ee Rivers, Inc.
Notes to Financial Statements

December 31, 2008 and 2007

Note D — Line of Credit

The ARC has established a line of credit totaling $150,000 with Branch Banking and Trust of
Charleston, West Virginia. The line of credit has an interest 1ate of 1.00% plus the bank’s piime iate.
At December 31, 2008 and 2007, respectively, the ARC owed §149,850 and $-0- on the lines of credit

Note E — Capital & Operating Y.ease Obligations

Obligations under capital leases existing at December 31, ave as follows:

2008 2007
Tkon Financial Services, interest at 0%, payable in monthly
installments of $563, maturing Novernber 2008, collateralized
by copier equipment with a cost of $27,045 and accumulated
depreciation of $15,776. 3 -0- $ 5,326
Lanier Worldwide, Inc., interest at 8.12%, paysble in monthly
installments of $185, maturing May 2009, collateralized by copier
equipment with a cost of $5,893 and accumulated depreciation
of $1,866. _907 2,961
907 8.287
Less current portion _80Q7 _ 7,689
§ -0- 8598

The figtmre minimum lease payments on the zbove leases are as follows for the years ending

Pecember-3i-are-as-follows:

2009 $925
Less amount representing interest 18

$907

Operating Leases — The ARC has three noncancelable operating leases for office space that expire at
various dates through December, 2012. Rental expenses for these leases consist of $111,359 for 2008 and

$73,882 for 2007.

Future minimui lease payments under operating leases that have remaining terms in excess of one year as
of Tune 30, 2008.

Yea Ending December 31!

2009 $ 99,960
2010 77,440
2011 49,440
2012 49,440

$276,280




The Are of the Three Rivers, Ine.
Notes to Financial Statements

December 31, 2008 and 2007

Note ¥ — Note Payable

Nots payable existing at December 31 are as follows:

_2008 _ 20087
DaimlerChrysier, payable at a fixed rate of 6.71% with
meonthly installments of $396; collateratized by the
Chrysler van financed by the note. $5,349 $ 9,562
Less current portion 4530 4.242
§ 819 § 5320

Maturities of note payable for the vears ending December 31 are as follows:

2009 $4,530
2010 819
$5.349

Noie G — Assets Whose Use Is Limited

Assets set aside by the Board of Directors consist of a ceriificate of deposit and investor deposit account
fonds and are summarized below. These funds are not restricted for a specific use; however, they require
Board approval prio to being used. These funds are reported with cash and cash equivalents on the
balance sheet.

2008 2007
Certificates of deposit $ 22,150 $21,910
Investor deposit account 99.117 _51.837

$121,267 $113.747
Note H — Retirement Plan

The ARC has a 403(b) confributory defined contribution retirement plan covering all full time
employees. The ARC’s conitibution expense is computed as a match of the amount coniributed by
emplovees, limited to five percent (5%) of each employee’s compensation. The ARC’s total expense
was approximately $23,923 and $21,202, respectively, for the years ended December 31, 2008 and
2007 for the plan.
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The Arc of the Three Rivers, Inc.
Notes to Financial Statements
December 31, 2008 and 2007

Note I — Commitments and Contingencies

Medicaid Reimbursement Methodologies — Ag described in other notes to these financial statements,
the ARC is significantly dependent on refmbursement by the Medicaid program for services rendered.
Any future modifications to laws and regulations 1elating to participation in this program or
reimbursement by this program for services rendered could have a significant impact on the financial
condition and operating resuits of the ARC.

Operating Leages — Leases that do not meet the eriteria for capitalization are classified as operating
leases with refated rentals charged to eperations as incurred. As of December 31, 2008, the ARC did
not enter into any new operating leases in excess of one year.

Total rent expense for the years ended December 31, 2008 and 2007, for the operating leases was
$111,360 and $73,883, respectively.

Cash Balances in Excess of FDIC Insurance - The ARC maintains cash in demand deposit accounts
with federally insured banks. At times the balance in these accounts may be in excess of federally
insured limits. In management’s opinion, the amournts in excess of FDIC limits do not pose significant

rigk to the ARC,

Economic Dependency and Geographic Concentration — The ARC generates a substantial portion of its
patient service revenue from services to Medicaid beneficiaries. Changes in payment rates or

methodologies by those programs could significantly impact its ability to continue in existence.

Patient service revenus that the ARC generaies is primarily limited to services to residents in Kanawha,
Putnam, Clay, and Boone counties, General economic conditions in these areas can therefore
significantly influence the ARC’s ability to collect fees for services rendered.

Professional and General Liability Claims — In recent years, healthears providers have become subject
to an inercasing number of lawsuits including allegations of medicel malpractice. Many of these

lawsnits involve large claims and substantial defense costs.

ARC purchased malpiactice insurance coverage on a claims-made basis of up to $1,000,000 per
ageregate per vear from a commercial insurance carrier. ARC also pmchases additional insurance
coverage on a claims-made basis of up to $1,000,000 per occurence from a commercial insurance
carrier,

Nevertheless, some risks and labilities, including claims for punitive damages or claims based on the
actions of third parties, may not be covered by insurance. In addition, ARC cannot assure that existing
coverage is adequate to cover potential losses. While ARC has been able to obtain liability insurance, it

11




The Axc of the Three Rivers, Inc.

Notes to Financial Statements
December 31, 2008 and 2007

Note I — Commitments and Contingencies (Continued)

can be expensive and may not be available in the future on terms accepteble to ARC, or at all.
Moreover, claims, regardless of fhe merit or eventual outcome, may also adversely affect ARC's
reputation and ability to secure patient referrals, as well as divert management resourcss from the
ongoing operations.

At December 31, 2008 and 2007, no liability has been estimated by management of any Lability for
asserted or unasseried claims.

Note J — Classification of Expenses

Expenses are charged to program and support services based on the actual costs incumed. Those
expenses which are not directly identifiable with any other specific function but provide overall support
and direction, have been included as general and administrative.

2008 2007
General and administrative § 771,816 $ 598,677
Fundraising -0- -0-
Programn 8.739.352 7.953.854

89,511,168  $8.552.53]




The Arc of the Three Rivers, Inc.

Schedule of Expenditures of State Awards
For the Year Ended December 31, 2008

G antor Name/ Grant
Propram Title Number

State Awards:

West Virginia Department
af Health and Hwman
Resomreces-Office of
Behavioral Health

Behavioral Health and GO80036/
Health Facilities Grant ~ G090265

Behaviaral Health and GORO036/
Health Facilities Grant Q090245

National Core
Indicators Consumer
Survey Grant G080036

Total

Award 2007

Amount Receipts  Expenditures Receivable
(1/1/08-12/31/08) (1/1/08-12/31/08)

$328,07¢ $140,412 § 74,463 § 55,566
150,500 86,775 45,368 40,618
$1.000 47.335 26.170 _ 4,309

$539.976 $274.402 $146.002 $100.403

2008
Recetvable

$16,903

10,770
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The Atc of the Three Rivers, Iuc.

Notes to Schedule of Expenditares of State Awards
For the Year Ended December 31, 2008

Note A — Basis of Presentation

The accompanying schedule of expenditures of state awards includes the state grant activity of The Arc
of the Three Rivers, 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, dudifs of States,
Local Governments, and Non-Frofit Organizations. Therefore, some amounts presented may differ
from amounts presented in, or used in the preparation of, the basic financial statements.
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Herman & Cormany
Certified Pu_blic Accountants, A.C.

Accountants & Consultants

Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

To the Board of Directors
The Arc of the Three Rivers, Inc.
Charleston, West Virginia

We have audited the financial statements of The Arc of the Three Rivers, Inc. as of and for the year
ended December 31, 2008, and have issued our report thereon dated December 18, 2005 We
conducted owr audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial andits contained in Government Auditing Siandards,
issued by the Comptroller General of the United States.

Intemal Control Over Financial Reporting

In planning and performing our audit, we considered The Arc of the Three Rivess, Inc.’s internal
control over financial reporting as a basis for designing our anditing 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 Arc of the Three Rivers, Iuc’s imternal confrol over financial reporfing,
Accordingly, we do not express an opinion on the effectiveness of the entity’s internal control over

financial reporting.

Owr consideration of internal control over finaneial 1eporting 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 ox material weaknesses. However, as
discussed below, we identified certain deficiencies in internal contro! over financial reporiing that we
consider to be significant deficiencies

A control deficiency exists when the design o1 operation of a control does not allow management or
employees, in the nommal cowse of performing their assigned fonctions, 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 1o initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted aceounting principles such that
there is more than a remote likelihood that a misstatement of the eniity’s financial statements that is

1031 Quarrier Street, Suite 511 » Charleston, WV 25301-2397 & (304) 345-2320 » (304) 845.2925 fax
www.herman-cormanycpas.com
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To the Board of Directors
The Arc of the Three Rivers, Inc
Page two

more than inconsequentia] will not be prevented or detected by the entity’s infernal control. We
consider the deficiencies described in the accompanying schedule of findings and 1esponses
(2008-1/2008 -4) to be significant deficiencies in internal control over financial reporting,

A material weakness is 2 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 inteinal control,

Our consideration of the internal control over financial reporting wes for the limited purpose desaribed
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 necessatily disclose all
significant deficiencies that are also considered to be material weaknesses However, of the significant
deficiencies desciibed in the accompanying schedule of findings and responses, we consider item
2008-2 to be a material weakness.

Complience and Other Matters

As part of obtaining reasonable assurance about whether The Arc of the Three Rivers, Tnc.’s financial
statements are free of material misstatement, we performed fests of its compliance with certain
provisions of laws, regulations, confracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts However, providing
an opimion 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 instance of noncompliance or
othet matters that are required to be reported under Government Auditing Standards

The Arc of the Three Rivers, Inc.’s response to the findings identified in our audit are described in the

accompanying schedule of findings and responses We did not audit The Arc of the Three Rivers, Inc.’s
response and, accordingly, we express no opinion on if.

This repott is intended solely for the information and use of the boavd of directors, management, and
fhe various federel and state awarding agencies and is not intended to be and should not be used by

anyone other than these specified parties

/..7/ VQ et <f ’ (QW%V’ '

Charleston, West Virginia
December 18, 2009
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————payees; the tisk-of potential-for-frand-is-highs

The Arc of the Three Rivers, Inc.

Schedule of Findings and Responses
For the Year Ended December 31, 2008

2008-1 Monthly Bank Reconciliations

Condition: The Organization did not complete its December 2008 or January 2009 bank
reconciliations until September 9, 2009 and were not reviewed. '

Criteria: Internal contiols should be in place to provide reasonable assurance that bank reconciliations
are prepared and reviewed monthly in a timely manner

Effect: Becanse of the failure to perform or review bank 1econciliations in a fimely manner material
transactions may be unrecorded and undetected or fraud may occur and be undetected.

Response: The Organization agrees to perform bank reconciliations in a timely manner and assign the
appropriate management personnel to review the recongiliations.

2008-2 Lack of Segregation of Duties

Condition, The Organization has a lack of segregation of duties in a variety of areas, but especially in
the axea of payments to providers and rep. payees.

Criteria' Internal controls should be in place to provide 1easonable assurance that the Organization has
a proper segregation of duties in all areas, but specifically in the area of payments to providers and rep.

payees.

Effect: Because of the lack of segrepation of duties in the area of payments to providers and rep.

Response; The Organization agrees to establish proper segregation of duties in all areas.

2008-3 General Ledger Maintenance

Condition. When the December 31, 2008 general ledger was originally submitted to the auditors, it
was out of balance by $5,184, and did not include the note payable of $149,850. The “revised” general
ledges included the $149,850 note payable but was out of balance by $35,139.

Criteria: Internal controls should be in place to provide reasonable assurance that the general ledger is
properly prepared and reviewed so that it balances and all material accounts are recorded.

Effect: Because of the failure to property record all transactions, balance and review the general ledger,
material transactions may be undetected and unrecorded and management and the board of directors
may not have as accurate presentation of the financial positions of the Organization.

Response; The Organization agrees to establish proper internal confrols to provide reasonable
assurance fhat the general ledger is balanced each menth and that major transactions are recorded

17




The Arc of the Three Rivers, Inc.

Schedule of Findings and Responses (Continued)
For the Year Ended December 31, 2608

2008-4 Fiduciary Accounts Quistanding Checks and Deposits

Condition, Detail was not maintained for the fiduciary accounts for outstanding checks and deposits.
Additionally the general ledger was not adjusted to the reconciled amount at December 31, 2008

Criteria. Internal controls should be in place to provide reasonable assurance that the fiduciary
accountis are being fully and properly accounted for.

Effect: Becanse of the fajlure to properly keep track of outstanding checks and deposits in the fiduciary
accounts and adjust to the trial balance, transactions may be unyecorded and undetected or fraud may

oecuy and be undetected.

Response: 'The Organization agises to maintain a detail of outstanding checks and deposits for the
fiduciary accounts and to reconcile the accounts to the general ledger on a monthly basis in a timely

mannel
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