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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Walton County Citizens Advisory Council on Aging, Inc.
DeFuniak Springs, Florida

Report on the Financial Statements

We have audited the accompanying financial statements of Walton County Citizens Advisory
Council on Aging, Inc. (a nonprofit organization) (the “Agency”), which comprise the statements of
financial position as of December 31, 2014 and 2013, and the related statements of activities and
cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits 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 audits to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Agency as of December 31, 2014 and 2013, and the changes in its net assets
and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying schedule of state financial assistance and the summary schedules of
prior audit findings are presented for purposes of additional analysis as required by Chapter 10.650,
Rules of the Auditor General of the State of Florida and are presented for purposes of additional
analysis and are not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 31,
2015, on our consideration of the Agency’s internal control over financial reporting and on 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 in considering the
Agency’s internal control over financial reporting and compliance.

Cd,w, &774) ,f J"ﬁ/tdmx), L.e.C,
CARR, RIGGS & INGRAM, L.L.C.
Certified Public Accountants

July 31, 2015



Walton County Citizens Advisory Council on Aging, Inc.
Statements of Financial Position

2013
December 31, 2014 (As Restated)
Assets
Current assets
Cash and cash equivalents S 27,770 S 21,941
Certificate of deposit 48,086 47,942
Receivables - grants 145,673 123,140
Prepaid insurance 5,743 5,790
Total current assets 227,272 198,813
Property and equipment, net 109,595 113,843
Total assets S 336,867 S 312,656
Liabilities and Net Assets
Current liabilities
Accounts payable and accrued expenses S 129,438 S 66,999
Deferred support 34,090 33,275
Total current liabilities 163,528 100,274
Other liabilities
Accrued compensated absences 8,532 8,696
Total liabilities 172,060 108,970
Net assets
Unrestricted
Designated by the Board for payroll expenses 48,086 47,942
Undesignated 116,721 155,744
Net assets - unrestricted 164,807 203,686
Total liabilities and net assets S 336,867 S 312,656

The accompanying notes are an integral part of these financial statements.
3



Walton County Citizens Advisory Council on Aging, Inc.
Statements of Activities

2013
Years ended December 31, 2014 (As Restated)
Unrestricted Net Assets
Support and revenue
Grants S 1,098,539 $ 941,540
Program revenue 57,528 69,002
Donations 17,508 16,892
In-kind contributions 84,919 75,096
Investment income 153 157
Increase in unrestricted net assets 1,258,647 1,102,687
Expenses
Program services
Community care for the elderly 547,289 368,461
Assistance for older Americans:
Title I1I-B 136,454 146,143
Title 11-C 187,863 178,204
Title I1I-C (2) 85,775 92,255
Title 1lI-E 75,912 96,267
Home care for the elderly 73,659 24,939
Home and community based services 29,538 88,593
Alzheimer's disease initiative 99,850 57,408
Utility assistance 24,874 43,769
Supporting services administration 36,312 43,527
Decrease in unrestricted net assets 1,297,526 1,139,566
Net Decrease in Unrestricted Net Assets (38,879) (36,879)
Net Assets, beginning 203,686 240,565
Net Assets, ending S 164,807 S 203,686

The accompanying notes are an integral part of these financial statements.
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Walton County Citizens Advisory Council on Aging, Inc.

Statements of Cash Flows

Years ended December 31, 2014 2013
Operating Activities
Decrease in net assets S (38,879) (36,879)
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation 6,434 6,434
Decrease (increase) in operating assets:
Receivables - grants (22,533) 75,797
Other assets 47 (1,207)
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses 62,439 (35,048)
Deferred support 815 (7,854)
Accrued compensated absences (164) (3,640)
Net cash provided by (used in) operating activities 8,159 (2,297)
Investing Activities
Purchases of property and equipment (2,186) -
Purchase of certificate of deposit (144) (144)
Net cash used by investing activities (2,330) (144)
Net Increase (Decrease) in Cash and Cash Equivalents 5,829 (2,441)
Cash and Cash Equivalents, beginning 21,941 24,382
Cash and Cash Equivalents, ending S 27,770 S 21,941

The accompanying notes are an integral part of these financial statements.
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Walton County Citizens Advisory Council on Aging, Inc.
Notes to Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and Purpose

Walton County Citizens Advisory Council on Aging, Inc. (the “Agency”) is a not-for-profit agency
incorporated in 1967 to assist the elderly of Walton and Okaloosa Counties in remaining
independent with dignity in their own homes. To accomplish this objective, the Council provides
congregate meals, personal care, home delivered meals, home repair, and respite care.

Basis of Reporting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied.

The financial statements of the Agency are prepared using the accrual basis of accounting. With
this measurement focus, all assets and all liabilities associated with the operation of the Agency's
funds are included on the Statement of Financial Position. The Statement of Activities presents
increases (e.g., revenues and support) and decreases (e.g., expenses) in the total net assets.
Generally grant revenues are earned, becoming unrestricted, as qualified expenses are made and
performance occurs.

The Agency reports deferred revenue, if applicable, on its Statement of Financial Position. Deferred
revenues arise when grant revenue is received by the Agency before it has a legal claim to them. In
subsequent periods, when revenue recognition criteria are met, or when the Agency has a legal
claim to the resources, the liability for deferred revenue is removed from the Statement of Financial
Position and revenue is recognized.

Financial Statement Presentation

The Agency’s financial statements are presented in accordance with FASB ASC 958-205,
Presentation of Financial Statements. Under FASB ASC 958-205, the Agency is required to report
information regarding its financial position and activities according to three classes of net assets;
unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets, as
defined below:

Unrestricted — Net assets not subject to donor or outside party imposed stipulations.

Temporarily Restricted — Net assets subject to donor-imposed stipulations that may or will be
met, either by actions of the Agency, and/or the passage of time. When a 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. The Agency had no temporarily
restricted net assets as of December 31, 2014 and 2013.



Walton County Citizens Advisory Council on Aging, Inc.
Notes to Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Permanently Restricted —Net assets required to be maintained in perpetuity due to donor-
imposed restrictions with only income generated from the assets to be used for Agency’s
activities. The Agency had no permanently restricted net assets as of December 31, 2014 and
2013.

In addition, the Agency is also required by FASB ASC 958-205 to present a statement of cash flows.
Tax Exempt Status

The Agency has been granted an exemption from income taxes under Internal Revenue Code 501(c)
(3) as a non-profit corporation.

The Agency utilizes the provisions of FASB ASC Topic 740 Income Taxes which requires, among
other things, the Agency to assess uncertain tax positions and the likelihood that such positions will
be upheld by applicable taxing authorities. For the purposes of taxation, the Agency is considered
an exempt entity and management has determined that the Agency’s tax status is not in jeopardy at
December 31, 2014. As such, a provision for income taxes has not been provided. The Agency
believes that it has appropriate support for the income tax positions taken and to be taken on its
tax returns and that its accruals for tax liabilities are adequate for all open tax years (after 2010 for
federal and state) based on an assessment of many factors including experience and interpretations
of tax laws applied to the facts of each matter.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Agency considers all unrestricted highly liquid
investments with an initial maturity of three months or less to be cash equivalents.

Grants Receivable

Grants receivable at December 31, 2014 were due solely from the Agency’s grantors and were
deemed to be fully collectable. Accordingly, no allowance for doubtful accounts is required.

Property and Depreciation

Expenditures for consumable supplies and equipment purchases are charged directly into program
operations. The Agency follows the practice of capitalizing all expenditures for land, buildings, and
equipment in excess of $1,000 at cost; or, if donated, at fair market value at the date of acquisition.
Depreciation is computed based on the estimated useful life on a straight-line basis. Such items
donated to the Agency are considered to be owned by the Agency while they are used for the
Agency’s stated not-for-profit purposes. However, the donor holds a reversionary interest in the
property if they are ever used for purposes other than the Agency’s stated not-for-profit purposes.
The book value of assets in which donors hold a reversionary interest totaled $105,079 at
December 31, 2014.



Walton County Citizens Advisory Council on Aging, Inc.
Notes to Financial Statements

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recognition of Grantor/Donor Restrictions

Support that is restricted by the grantor/donor is reported as an increase in unrestricted net assets
if the restriction expires in the reporting period in which the support is recognized. All other
grantor/donor-restricted support is reported as an increase in temporarily or permanently
restricted net assets, depending on the nature of the restriction. When a restriction expires,
temporarily or permanently restricted net assets are reclassified to unrestricted net assets.

Economic Dependency-Grants

All grants received are renewable on an annual basis and the Agency is dependent on these grants
for continued activity.

Revenue Recognition

The Agency receives two types of grants. Revenue recognition differs depending on the type of
grant.

The first types of grants are the cost-reimbursement grants. Under these grants, the Agency is
reimbursed for costs incurred to fulfill the terms of the grant up to an amount specified. Revenues
for cost-reimbursement grants are recognized when allowable expenditures have been incurred.

The second types of grants are performance-based grants. Under these grants, the Agency is paid
fixed amounts for completing units of service, which are specified in the grants. The amount of
compensation is limited to a specified amount. Revenues for performance-based grants are
recognized when the units of service have been rendered and billed to the grantor.

Subsequent Events

The Agency has evaluated subsequent events through the date of issuance of these financial
statements and has determined that no events occurring subsequent to year end warranted
disclosure.

Management Estimates and Assumptions

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Advertising Costs

Advertising costs are expensed as incurred. Amounts are not considered material to the financial
statements.



Walton County Citizens Advisory Council on Aging, Inc.
Notes to Financial Statements

NOTE 2 — CASH DEPOSITS, CUSTODIAL CREDIT RISK

The Agency maintains cash balances in demand deposits and certificates of deposits. Accounts are
held by banking institutions insured by the Federal Deposit Insurance Corporation up to $250,000.
As of December 31, 2014, the Agency did not have any uninsured balances.

NOTE 3 — RECEIVABLES - GRANTS

The Agency has grants receivable of $145,673 and $123,140 at December 31, 2014 and 2013,
respectively, for contract services performed.

NOTE 4 — PROPERTY AND EQUIPMENT

A summary of property and equipment is as follows:

December 31, 2014

Office furniture and equipment S 71,746 S 77,497

Building 185,233 185,233

Construction in progress 2,186 -
Total cost 259,165 262,730

Less accumulated depreciation 149,570 148,887
Property and equipment, net S 109,595 S 113,843

Depreciation expense was for the years ended December 31, 2014 and 2013 totaled $6,434 and
$6,434, respectively.

NOTE 5 — DEFERRED SUPPORT

Deferred support of $34,090 and $33,275 at December 31, 2014 and 2013, respectively, consisted
of advance payments received from the Northwest Florida Area Agency on Aging for services yet to
be performed.

NOTE 6 — ACCRUED COMPENSATED ABSENCES

The Agency’s policy is to allow employees to accumulate up to 240 hours of annual leave, payable
upon separation. The liability for accumulated annual leave at December 31, 2014 and 2013 was

$8,532 and $8,696, respectively.

Accumulated sick leave is not payable upon termination and has not been accrued.

9



Walton County Citizens Advisory Council on Aging, Inc.

NOTE 7 — DESIGNATED NET ASSETS

The designated portion of unrestricted net assets
payroll expenses.

NOTE 8 — GRANTS

Most of the grants received are renewable on an
these grants for continued activity.

Grant revenues by funding source are as follows:

Notes to Financial Statements

was designated by the Board to cover future

annual basis and the Agency is dependent on

For the years ended December 31, 2014

Federal S 478,942 S 594,927

State 609,190 331,292

County 10,407 15,321
Total grant revenue $ 1,098,539 S 941,540

NOTE 9 — MATCHING REQUIREMENTS

Certain grants require that the Agency provide non-federal matching funds to assist in funding
operations of the related programs. These funds may be provided in the form of cash or donated
facilities and services obtained through non-federal grants and contributions.

Qualified match by program for the years ended December 31, 2014 and 2013, was as follows:

Community
Title 111, Care For Title 111, Title IlI, Title llI,
Part C(2) The Elderly Part C(1) Part E Part B
2014 S 8,770 S 49,317 $ 16,800 $ 6,249 $ 12,231
S 9,424 S 37,284 S 16,800 S 7,200 S 12,836

The cash match and in-kind is included in grant revenue on the statements of activities and changes

in net assets.

Facilities are donated to the Agency by various individuals and organizations.

Donated facilities

were recorded at fair value at the date of donation, and have been included in revenue and
expenses for the year. In-kind space donations for the Title Ill, Part C (1) grant for each of the years
ended December 31, 2014 and 2013 was $16,800 and $16,800, respectively.

10



Walton County Citizens Advisory Council on Aging, Inc.
Notes to Financial Statements

NOTE 9 — MATCHING REQUIREMENTS (Continued)

Donated non-professional services reported to meet matching requirements of the Title Ill program
have not been recognized in the statements of activities and changes in net assets. Non-
professional services do not meet the criteria for in-kind recognition under FASB ASC 958, Not-for-
Profit Entities. The value of those services is based on amount of time volunteered using
reasonable rates. In-kind non-professional services reported for matching requirements for the
Title IIl, Part C (1) and (2) grants for the years ended December 31, 2014 and 2013 were $8,448 and
$8,448, respectively.

NOTE 10 — DEFINED CONTRIBUTION PENSION PLAN

The Agency has established a defined contribution pension plan, covering all eligible employees
with at least two years of service. The Agency makes discretionary contributions to the Plan
annually. Contributions are determined by the Board and can range from one to five percent of
each eligible employee’s salary. Contribution expense for the years ended December 31, 2014 and
2013 totaled $8,541 and $6,476, respectively.

NOTE 11 — RESTATEMENT OF 2013 NET ASSETS
During the current year, management determined that certain adjustments to the classification of

net assets were necessary to correct prior year misclassifications. These adjustments resulted in
the reclassification of $108,118 from permanently restricted net assets to unrestricted net assets.

11



Walton County Citizens Advisory Council on Aging, Inc.
Schedule of State Financial Assistance
For the Year Ended December 31, 2014

State Grantor/Pass-Through State Pass-Through
Grantor/Program Title CSFA No. Grantor No. Expenditures

Federal Expenditures

Department of Elder Affairs

Passed through Northwest Florida Area
Agency on Aging, Inc.:

Home Care for the Elderly 65.001 AHO13-W S 5,005
Home Care for the Elderly 65.001 AHO014-W 50,527
Alzheimer's Disease Initiative 65.004 AZ013-W 44,482
Alzheimer's Disease Initiative 65.004 AZ014-W 50,952
Community Care for the Elderly 65.010 ACO013-W 268,744
Community Care for the Elderly 65.010 AC014-W 189,480

Total Department of Elder Affairs 609,190

Total state financial assistance S 609,190

12



Walton County Citizens Advisory Council on Aging, Inc.
Notes to Schedule of State Financial Assistance

NOTE 1 — BASIS OF PRESENTATION

The accompanying Schedule of State Financial Assistance (the Schedule) summarizes the state
expenditures of the Agency under programs of the state of Florida for the year ended December 31,
2014. The amounts reported as state grant financial assistance were obtained from the Agency’s
general ledger. Because the Schedule presents only a selected portion of the operations of the
Agency, it is not intended to and does not present the financial position, changes in net assets and
cash flows of the Agency.

For purposes of the Schedule, state awards include all grants, contracts, and similar agreements
entered into directly with the state of Florida and other pass through entities. Payments received
for goods or services provided as a vendor do not constitute state awards for purposes of the
Schedule. The Agency has obtained Catalog of State Financial Assistance (CSFA) numbers to ensure
that all programs have been identified in the Schedule. State projects with different CSFA numbers
that are closely related because they share common compliance requirements are defined as a
cluster by Chapter 10.650 Rules of the Auditor General. No clusters are identified in the Schedule.

NOTE 2 — RELATIONSHIP OF THE SCHEDULE TO PROGRAM FINANCIAL REPORTS

The amounts reflected in the financial reports submitted to the awarding state and/or pass-through
agencies and the Schedule may differ. Some of the factors that may account for any difference
include the following:

= The Agency’s fiscal year end may differ from the program’s year end.

= Accruals recognized in the Schedule, because of year end procedures, may not be reported in
the program financial reports until the next program reporting period.

= Fixed asset purchases and the resultant depreciation charges are recognized as fixed assets in
the Agency’s financial statements and as expenditures in the program financial reports and
the Schedule.

NOTE 3 — STATE PASS-THROUGH FUNDS

The Agency is also the sub-recipient of state funds that have been subjected to testing and are
reported as expenditures and listed as state pass-through funds. State awards other than those
indicated as pass-through funds are considered to be direct.

NOTE 4 — BASIS OF ACCOUNTING

This schedule of state financial assistance was prepared on the modified accrual basis of
accounting. The modified accrual basis differs from the full accrual basis of accounting in that
expenditures for property and equipment are expensed when incurred, rather than being
capitalized and depreciated over their useful lives, and expenditures for the principal portion of
debt service are expensed when incurred, rather than being applied to reduce the outstanding
principal portion of debt, which conforms to the basis of reporting to grantors for reimbursement
under the terms of the Agency’s state grants.

13



Walton County Citizens Advisory Council on Aging, Inc.
Notes to Schedule of State Financial Assistance

NOTE 5 — CONTINGENCIES

Grant monies received and disbursed by the Agency are for specific purposes and are subject to
review by the grantor agencies. Such reviews may result in requests for reimbursement due to
disallowed expenditures. Based upon experience, the Agency does not believe that such
disallowance, if any, would have a material effect on the financial position of the Agency. As of
December 31, 2014, there were no material questioned or disallowed costs as a result of grant
reviews in process or completed.

NOTE 6 — NONCASH ASSISTANCE

The Agency did not receive any state noncash assistance for the fiscal year ending December 31,
2014.

14
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INDEPENDENT AUDITORS’ 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

Board of Directors
Walton County Citizens Advisory Council on Aging, Inc.
Defuniak Springs, Florida

We have audited, in accordance with the 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, the financial statements of
Walton County Citizens Advisory Council on Aging, Inc. (the “Agency”), which comprise the
statement of financial position as of December 31, 2014, and the related statements of activities
and cash flows for the year then ended, and the related notes to the financial statements, and have
issued our report thereon dated July 31, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Agency’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances 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 Agency’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Agency’s
internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as described in the accompanying
schedule of findings and questioned costs, we identified a certain deficiency in internal control that
we consider to be material weaknesses.

A deficiency in internal control 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 and correct, misstatements on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis. We considered the deficiencies described in
the accompanying schedule of findings and questioned costs, as items 2012-01 and 2012-02 to be
material weaknesses in internal control over financial reporting.

15



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are free
from 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 or
other matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Agency in a separate letter
dated July 31, 2015.

Agency’s Response to Findings

The Agency’s response to the findings identified in our audit is described in the accompanying
schedule of findings and questioned costs. The Agency’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion
on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Agency’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the Agency’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Ca,uﬁ /?4774) ’6" J"’?/""’"‘)J Lt.C

CARR, RIGGS & INGRAM, L.L.C.
Certified Public Accountants

July 31, 2015
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH
MAJOR STATE PROJECT AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH CHAPTER 10.650, RULES
OF THE AUDITOR GENERAL OF THE STATE OF FLORIDA

Board of Directors
Walton County Citizens Advisory Council on Aging, Inc.
Defuniak Springs, Florida

Report on Compliance for Each Major State Project

We have audited Walton County Citizens Advisory Council on Aging, Inc. (the "Agency’s")
compliance with the types of compliance requirements described in the Department of Financial
Services State Projects Compliance Supplement that could have a direct and material effect on each
of the Agency’s major state projects for the year ended December 31, 2014. The Agency’s major
state projects are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts,
and grants applicable to its state projects.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Agency’s major state
projects based on our audit of the types of compliance requirements referred to above. 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 Chapter 10.650,
Rules of the Auditor General of the State of Florida. Those standards 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
state project occurred. An audit includes examining, on a test basis, evidence about the Agency’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major

state project. However, our audit does not provide a legal determination of the Agency’s
compliance.

17



Opinion on Each of the Major State Projects

In our opinion, the Agency complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
state projects for the year ended December 31, 2014.

Report on Internal Control Over Compliance

Management of the Agency is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Agency’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major state
project to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major state project and to test and report
on internal control over compliance in accordance with Chapter 10.650, Rules of the Auditor
General of the State of Florida, 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 Agency’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a state project on a timely basis. A material weakness in internal control
over compliance is a deficiency, or combination of deficiencies, in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a state project will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a state
project that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the
requirements of Chapter 10.650, Rules of the Auditor General. Accordingly, this report is not
suitable for any other purpose.

Cam, /?4?7&) £ Ingram, Li.c.

CARR, RIGGS & INGRAM, L.L.C.
Certified Public Accountants
July 31, 2015
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Walton County Citizens Advisory Council on Aging, Inc.
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2014

Section | - Summary of Auditors' Results

Financial Statements
Type of auditors’ report issued: Unmodified
Internal control over financial reporting:

e Material weakness(es) identified X Yes __No
eSignificant deficiencies identified that are not
considered to be material weaknesses? ~ Yes ~ X None reported
Noncompliance material to financial statements noted? Yes X No

State Projects
Internal control over major projects:

e Material weakness(es) identified? Yes X No
eSignificant deficiencies identified that are not
considered to be material weakness(es)? Yes X  None reported

Type of auditors’ report issued on compliance for major state projects: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with Chapter 10.650, Rules of the
State of Florida Office of the Auditor General? Yes X No

Identification of major programs:

CFSA Number(s) Name of State Project

65.010 Community Care for the Elderly

Dollar threshold used to distinguish between type A and State Projects
type B programs? $300,000
Auditee qualified as low-risk auditee? Yes X No

Section Il — Financial Statement Findings
2012-01 Financial Statement Preparation (Repeat Finding)

Condition —The assistance of the external auditors was necessary to prepare the financial
statements from the Agency's trial balance including note disclosures in accordance with
generally accepted accounting principles. Though the assistance of the external auditors was
utilized in preparing the financial statements, the Agency demonstrated sufficient skill,
knowledge and experience to oversee their preparation.
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Walton County Citizens Advisory Council on Aging, Inc.
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2014

Criteria — Auditing Standards Board Statement No. 115 requires auditors to disclose for reports
substantially drafted by external auditors whether or not the entity’s institutional experience,
background, and knowledge of Governmental Accounting and Financial Accounting Standards
prohibits the entity from preparing the financial statements internally including full note
disclosures as required by those standards.

Cause — The Agency’s finance officer lacks the experience, background and knowledge of
Governmental and Financial Accounting Standards to prepare the Agency’s financial
statements including all note disclosures in accordance with generally accepted accounting

principles.

Effect — The finding could adversely affect the Agency’s ability to prepare financial statements
in accordance with generally accepted accounting principles.

Recommendation — We recommend Agency personnel continue to develop their knowledge
of generally accepted accounting principles in order to prepare the financial statements. In

addition, we recommend that a current disclosure checklist from the AICPA be used to ensure
propriety and completeness of the footnotes.

2012-02 Accounting for Accruals (Repeat Finding)
Condition — The Agency maintains records on the cash basis of accounting and certain
receivables, payables and grant accruals and deferrals are not properly recorded. These

accruals were made as proposed during the course of the audit.

Criteria — Generally accepted accounting principles requires financial statements to be
presented on the modified accrual basis.

Cause — Management has elected to utilize the cash basis accounting method for internal
reporting.

Effect — The finding could result in material misstatement of the financial statements.
Recommendation — The Agency should comply with the accrual basis of accounting.
Section Il — State Project Findings and Questioned Costs
No such findings noted.
Section IV — Status of Prior Audit Findings

No prior findings.
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Board of Directors
Walton County Citizens Advisory Council on Aging, Inc.
Defuniak Springs, Florida

Report on the Financial Statements

We have audited the financial statements of the Walton County Citizens Advisory Council on Aging,
Inc., as of and for the fiscal year ended December 31, 2014, and have issued our report thereon
dated July 31, 2015.

Auditors’ Responsibility

We conducted our audit 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 Chapter 10.650, Rules of the
Auditor General.

Other Reports and Schedule

We have issued our Independent Auditors’ Report on Internal Control over Financial Reporting and
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in
Accordance with Government Auditing Standards, Independent Auditors’ Report on Compliance for
Each Major State Project and Report on Internal Control over Compliance in accordance with
Chapter 10.650, Rules of the Florida Auditor General; and Schedule of Findings and Questioned
Costs. Disclosures in those reports and schedule, which are dated July 31, 2015, should be
considered in conjunction with this management letter.

Other Matter

Section 10.654(1)(e), Rules of the Auditor General, requires that we address noncompliance with
provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to have
occurred, that have an effect on the financial statements or State project amounts that is less than
material but which warrants the attention of those charged with governance. We noted the
following internal control deficiencies that are not material weaknesses or significant deficiencies
that warrant the attention of management.

2014-01 Information Technology
Condition — The Agency does not utilize passwords or antivirus software on computers with
accounting software. Accounting data backups are not maintained in a secure or off-site

location. Segregation of duties is not present for IT as one user has unlimited access to the
accounting software.
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Criteria — Accounting best practices require certain guidelines be followed in order to ensure
effective information technology general controls.

Cause — The Agency’s information technology standards do not follow best practices.
Effect — The finding could result in misstatement of the financial statements.
Recommendation — The Agency should install passwords that have complexity and expire on
computers with accounting software. Accounting backups should be stored in separate
location from computer equipment. Segregation of duties within accounting software would
be difficult to achieve with limited personnel on staff. However, we would encourage the
Agency to continue to implement controls to create segregation of duties.

2014-02 Payroll Controls
Condition — The Agency does not have a formal review of payroll and all time cards are not
formally reviewed. However, the Agency has a mitigating control in place for this deficiency

where the executive director reviews all financial data on a monthly basis.

Criteria — Accounting best practices require certain guidelines be followed in order to ensure
effectively designed and operating internal controls.

Cause — The Agency’s payroll controls are not designed effectively.

Effect — The finding could result in misstatement of the financial statements.

Recommendation — The Agency should implement a formal review of payroll transmitted by
Landrum. We recommend that an appropriate person other than the person who submitted
the payroll perform this review periodically to look for unusual items that might suggest fraud
or unintentional misstatements. In addition, all time cards should be signed off on by a party
other than the preparer.

2014-03 Administrative Expenses

Condition — The Agency does not have a formal process in place for allocating utilities and
office expenses to administrative expenses.

Criteria — The Agency should properly classify expenses between administrative and project.

Cause — The Agency does not have an accounting process to properly allocate shared expenses
to administrative expenses.

Effect — The finding could result in misstatement of the financial statements.

Recommendation — The Agency should implement a formal process for allocating shared
expenses (mainly utilities and office expenses) to administrative expenses.
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Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal and other granting agencies, the Board of Directors, and applicable

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

Caw, &ﬁu £ Ingram, Li.c.

CARR, RIGGS & INGRAM, L.L.C.
Certified Public Accountants

July 31, 2015
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