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SUITE 900
1111 MAIN STREET

KANSAS CITY, MO 64105

TELEPHONE: (816) 221-4559

FACSIMILE; (816) 221-4563

EMAIL: MCBRIDELOCK@EARTHLINK.NET
CERTIFIED PUBLIC ACCOUNTANTS

McBRIDE, LOCK & ASSOCIATES

INDEPENDENT AUDITORS' REPORT

To the Missouri Department of Health
and Senior Services (the “SS”) and
The Board of Directors of

Area Agency on Aging Region X

We have audited the accompanying statement of financial position of Area Agency on Aging
Region X (a nonprofit organization) as of June 30, 2007, and the related statements of activities,
functional expenses, and cash flows for the year then ended. These financial statements are the
responsibility of the Agency'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. We also conducted our audit in accordance with the Missouri Department
of Health and Senior Services Mandated Audit Criteria. 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 Area Agency on Aging Region X as of June 30, 2007, and the changes
in its net assets and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated
February 14, 2008, on our consideration of Area Agency on Aging Region X’s internal contro]
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grants.

Our audit was made for the purpose of forming an opinion on the basic financial statements of
Area Agency on Aging Region X taken as a whole. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by OMB Circular



A-133, Audits of State, Local Governments, and Non-Profit Organizations. Additionally, the
supplementary information, on pages 14 through 32, is presented for purposes of additional
analysis 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 presented in all material respects in relation to the basic financial statements
taken as a whole.

aiids 7och Moarern itz

McBride, Lock & Associates

February 14, 2008



AREA AGENCY ON AGING REGION X
SUPPLEMENTARY INFORMATION
STATEMENT OF FINANCIAL POSITION
FOR YEAR ENDED JUNE 30, 2007

ASSETS

Cash and cash equivalents
Receivables:
Missouri Depart. of Health and Senior Services
Missouri Division of Medical Services
Missouri RX
Other
Prepaid expenses
- Equipment, net of depreciation

TOTAL ASSETS
LIABILITIES

SS funds held in trust

Accounts payable

Accrued expenses

Other payables

Notes payable

TOTAL LIABILITIES

NET ASSETS

Unrestricted

Investment of Equipment
Temporarily restricted
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes to the financial statement

Exhibit A

$ 307,839.12

26,013.90
24,292.45
4,999.91
9,093.50
8,922.57
64,637.42

$ 445,798.87

11,139.81
73,578.46
32,880.76

118.30

$ 117,717.33

64,637.42
263,444.12

$ 328,081.54

$ 445,798.87




AREA AGENCY ON AGING REGION X
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

REVENUE:

Misouri Depart. Of Health and Senior Services
Missouri Highway and Transportation Dept.
Missouri Division of Medical Services-HDM
Missouri Division of Medical Servides-ADC
Program income

Other Cash-SS match

Other Cash-non SS match

Interest Income

FASB qualifying in-kind resources-SS match
FASB qualifying in-kind resources-non SS match
Net Assets released from restrictions,
restrictions satisfied by payments

Total Revenues

EXPENDITURES:
Administration

Supportive Program
Ombudsman

Congregrate Program
Home Delivered Program
Disease Prevention & Health Promotion
Family Caregiver

SCSEP Prgram

Special Program

Other Funds

Total Expenditures

CHANGE IN NET ASSETS

NET ASSETS, July 1, 2006

NET ASSETS, June 30, 2007

See accompanying notes to the finacial statement

$

Exhibit B

Temporarily
Unrestricted Unrestricted Total

1,609,794.50 §$ - $ 1,609,794.50

36,186.32 - 36,186.32

139,721.88 - 139,721.88

- 359,694.85 359,694.85

- 172,000.25 172,000.25

- 61,906.97 61,906.97

- 5,835.35 5,835.35

489,917.91 (489,917.91) -

2,275,620.61 §$ 109,519.51 §$ 2,385,140.12
160539.13 § - $ 160539.13
31257217 - 312572.17
24996.73 - 24996.73
632641.06 - 632641.06
1000321.39 - 1000321.39
24657 - 24657
106095.19 - 106095.19
2599.45 - 2599.45
11198.49 - 11198.49
2275620.61 $ - $ 2275620.61

- $ 109,519.51 § 109,519.51

- 218562,03 218,562.03

- $ 328,081.54 $ 328,081.54
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AREA AGENCY ON AGING
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:

Dept. of Senior Services

Missouri Highway and Transportation Department
Missouri Division of Medical Services-NEMT
Program Income

Other cash-DA match

Other cash-non DA match

Cash disbursed to suppliers and employees

Net cash provided by (used for) operation activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on mortgage payable
Net cash provided by (used for) operating and financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Equipment
Net decrease in cash and cash equivelents

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

RECONCILATION OF CHANGE IN NET ASSETS
TO NET CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets

Adjustments:

(Increase) decrease in:

Depreciation

Receivables:
Department of Senior Services
Missouri Highway and Transportation Department
Missouri Division of Medical Services-NEMT
Other

Prepaid expense

(Increase) decrease in:
8S fund held in trust
Accounts payable
Accrued expenses
Other payables
Deferred revenues

Net cash provided by (used for) operating activities

See accompanying notes to the financial statements.

1,640,244.79
36,186.32
142,868.79
359,694.85
252,463.68
0.00
(2,258,897.61)

172,560.82

0.00

172,560.82

37,467.00

135,093.82

172,745.30

307,839.12

109,519.51

17,991.77

38,439.34
0.00
3,146.91
14,246.12

(5,519.38)

(7,989.05)
10,418.11
(6,167.50)
(1,525.01)
0.00

172,560.82

Exhibit D



AREA AGENCY ON AGING REGION X
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A cooperative agreement was entered into on J anuary 30, 1979 by and between the counties of J asper,
Newton, Barton and McDonald, political subdivisions of the State of Missouri, to create a joint board to
be known as the Area Agency on Aging Region X pursuant to the provisions of Sec. 70.210 to 70.325
RSMO, 1969, as amended. This agreement was entered into to assist older persons in these counties to
maintain: an adequate standard of living; physical and mental health; suitable housing; restorative
services for those requiring institutional care; opportunities for employment; pursuit of meaningful
activity including civic, cultural, and recreational opportunities; community services including low-cost
transportation; and freedom and independence in managing their own lives. The Agency shall receive
funds under Title ITI and other Titles of the Older Americans Act, as amended, and such other sources as
may become available. The level of services provided by the Agency is dependent upon the amount of
funding provided under contract from its funding sources.

The Area Agency on Aging Region X received nonprofit status as a 501(c)(3) organization from the
Internal Revenue Service effective August 27, 2004, Accordingly, the Area Agency on Aging Region X
is operating as a nonprofit organization as authorized by the Internal Revenue Service.

The governing board is made up of one duly elected representative from each county as appointed by the
respective county commissions. The agency provides information regarding the availability of services
and participates in the development of resources to meet unmet needs of older Americans. These
services are provided under the provisions of the Older Americans Act as amended.

This summary of significant accounting policies of the agency is presented to assist in understanding the
accompanying financial statements. These accounting policies conform to accounting principles
generally accepted in the United States of America. The following is a summary of the more significant
policies.

a. Basis of presentation; financial statement presentation follows the recommendations of the
Financial Accounting Standards Board in its Statement of Financial Accounting Standards
(SFAS) No. 117, Financial Statement of Not-for-Profit Organizations. Under SFAS No.
117, 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.

Assets are sequenced according to their nearness of conversion to cash, and liabilities are
sequenced according to the nearness of their maturity and resulting use of cash.

b. Basis of Accounting; to facilitate observance of limitations and restrictions placed on the use
of resources available to the Agency, the accounts of the Agency are



NOTE 1 -

AREA AGENCY ON AGING REGION X
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue Recognition: Governmental revenues are recognized when they are earned on a
reimbursement basis. A cash request for reimbursement of eligible expenses is submitted to
the Department of Health and Senior Services as the expenses are incurred. Program income
is recognized when received. Other cash is recognized when earned consistent with the terms
and conditions which govern the funding,

Unconditional promises to give are recognized in the period received. Conditional promises
to give are recognized when the conditions on which they depend are substantially met.

Budgets and Budgetary Accounting: The Board of Directors adheres to these
general procedures for budget development:

(1) Presiding County Commissioners in conjunction with management develop a proposed
operating budget for the fiscal year commencing on July 1. '

(2) The budget is adopted and approved by the Presiding County Commissioners.

(3) The adopted budget is presented to the funding Agency for final review and approval,

(4) A final budget is approved by the Funding Agency.

Reporting Entity: In evaluating how to define the Agency, for reporting purposes,
management considered all potential components units. The decision to include a potential
component in the reporting entity was made by applying the criteria set forth in accounting
principles generally accepted in the United States of America. In applying these criteria,
included in the reporting entity are all accounts of the Agency. No other entities satisfied
these criteria for inclusion in the recording entity.

Use of estimates: 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 expenditures during the reporting period. Actual results
could differ from those estimates.



AREA AGENCY ON AGING REGION X
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

g Equipment: Grant award equipment-All equipment acquired with grant award funds is
owned by the Agency while used in the program for which it was purchased or in other future
authorized programs. The funding sources, however, have a
reversionary interest in the equipment purchased with grant funds; therefore, its disposition ,
as well as the ownership of any sale proceeds therefrom is subject to funding source
regulations. Property and equipment, with a cost of $2,500 or more are depreciated using the
straight-line method over their estimated usefu] lives. In accordance with grant award
budgets approved by funding sources, equipment is charged to expense in the period during
which it was purchased.

Net Assets, Beginning of Year $ 45.162.19

Additions 37,467.00
Depreciation 17,991.77
Net Assets, Year End $ 6463742

h. Cost Allocation: joint costs are allocated to benefiting programs using various allocation
methods, depending on the type of joint cost being allocated. Joint costs are those costs
incurred for the common benefit of all Agency programs, but which cannot be readily
identified with a final cost objective. Cost allocation methods are as follows:

Personnel and fringe: salaries and wages, leave and fringe benefits, are allocated to each
grant or activity in accordance with job descriptions and time analysis for various functions.

Travel: Costs are billed directly to the applicable program.

Building space, utilities, monthly base rate on telephone, printing and supplies, equipment
maintenance and copier rental: costs are allocated to each program based on square footage
occupied.

Other: most costs are directly charged to the program. The remaining costs are allocated to
administration.

i. Contributions: All donor-restricted support is reported as an increase in temporarily
or permanently restricted net assets depending on the nature of the restriction. Whenever a
restriction expires (that is, when a stipulated time restriction ends or purpose of restriction is
accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.

j- Donated Facilities, Materials and Services: Significant services are donated by
various individuals and organizations. The fair market value of donated services

9



AREA AGENCY ON AGING REGION X
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

was $411,642.10 for FY 2007. Donated services are not recognized in the financial
statements because they did not meet the criteria for recognition under SFAS No. 116.
Donated facilities, materials and services are used to meet non-F ederal share matching
requirements of the various programs.

k. Compensated Absences: Vested or accumulated vacation leave that is expected to be
liquidated within one year is reported as an expenditure and liability of the fund that will pay
it. This liability amounts to $7,408. Amounts of vested or accumulated vacation leave that
are not expected to be liquidated within one year amount to $54,390.91 and have not been
recorded in the financial statements since it is less certain which fund will pay it.

NOTE 2 - CASH

Cash at the Agency at June 30, 2007 is as follows:

Carrying Value Bank Balance
Cash, checking $ 307,814.12 $ 323,956.65
Cash, credit union 25.00 25.00
Total $ 307.839.12 $ 323.981.65

As required by statute, depository banks are to pledge securities in addition to F DIC insurance, at least
equal to the maximum amount on deposit at all times. In addition to the $100,000 FDIC coverage, one
bank balance was in excess of $100,000. Accordingly, an additional $149,953.66 was covered by
collateral, FNMAS valued at 90% of face value, held in the pledging bank’s trust department or by its
agent in the Agency’s name when needed.

The Agency is not required to have a separate bank account for each program. Therefore, some
programs may have a negative cash balance. All bank accounts are FDIC insured. The Agency

equivalents.
NOTE 3 - FIXED ASSETS
The following is a summary of changes in fixed assets during the fiscal year:

Equipment with a unit cost less than $2,500 is not considered to be a fixed asset and is not included in
additions.

10



AREA AGENCY ON AGING REGION X
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2007
NOTE 3 - FIXED ASSETS - continued
Beginning Accumulated Ending
Balance Additions Depreciation Balance
7/1/2006 6/30/07
$ 45,162.19 $ 37,467.00 $ 17,991.77 $ 64,637.42

NOTE 4 - OPERATING LEASES

The Agency is committed under various leases for building and office space. The leases are considered
for accounting purposes to be operating leases. Lease expenditures for the year ended June 30, 2007
amounted to $29,998.48. Future minimum lease payments are as follows:

Fiscal Year Ending Amount
June 30, 2008 $  30,522.26
June 30, 2009 30,522.26
June 30, 2010 30,522.26
Total $  91,566.78

NOTE 5 — ADDITIONAL FEDERAL REVENUE

The Agency participates in Federal and state programs that are fully or partially funded by grants
received from the Missouri Department of Health and Senior Services. Expenditures financed by grants
are subject to review and audit by the Missouri Department of Health and Senior Services. Such reviews
or audits could result in a request for reimbursement by the Missouri Department of Health and Senior
Services for expenditures disallowed under the terms and conditions of the grants. The Agency believes
that disallowed expenditures, if any, based upon subsequent audits by the grantor agency will not be
significant to the Agency’s financial statements.

NOTE 6 — DHSS FUNDS HELD IN TRUST

The amount reported as Department of Health and Senior Services funds held in trust represents cash
received from the Missouri Department of Health and Senior Services but not yet expended. Cash
received from the Department of Health and Senjor Services is not recognized until an offsetting
expenditure has been incurred. Expenses not incurred to offset cash received are recorded as a liability
on the statement of financial position.

11



AREA AGENCY ON AGING REGION X
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 7 - CORPORATION FOR NATIONAL SERVICE RSVP GRANT AWARD

This grant is awarded on a calendar year basis. The current year award, therefore, represents funds
received in the State Fiscal Year.

NOTE 8 —- BUSINESS CONCENTRATION

through Federal and state grants. For the fiscal year ended June 30, 2007, Missouri Department of
Health and Senior Services revenues were $1,609,794.50. Additionally, related contributions from
program participants totaled $359,694.85.

NOTE 9 - CONCENTRATIONS OF CREDIT RISK

NOTE 10 - BUILDING OCCUPANCY

The Area Agency on Aging Region X has partnered with the F our-County Elder Advocates for the
completed construction of the facility which houses the Agency. The F our-County Elder Advocates
owns the building and land and leases space to the Agency on a monthly basis at an amount that is lower
than the fair market rent of comparable space. In return, the Agency intends to fund raise and contribute
such proceeds toward debts and liabilities. Once the building is free of all debt and liability, it is the

NOTE 11 - FOUR COUNTY ELDER ADVOCATES RECEIV ABLE



AREA AGENCY ON AGING REGION X
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

the building mortgage held by the Four County Elder Advocates to assure a monthly rental charge for
occupancy which would be lower than the fair market rent of comparable space. However, the
Memorandum of Understanding stipulated a maximum of $150,000 for such purposes and the Agency
has established a receivable of $47,965 for recovery of the excessive portion of the payment.

Property & Casualty Insurance for the agency’s general and liability insurance in the amount of $23,405,
which expires in FY 2007. Accordingly, the balance of this receivable at June 30, 2006 was $4,876,
which represents two and one half months of general insurance that was expensed in FY 2007

NOTE 12 - DIVERSION OF FEDERAL PROGRAM INCOME GRANT FUNDS

The Area Agency on Aging Region X for at least the past five years received federal program income
grant funds of at least $142,500 which was not deposited into Region X financial accounts or recorded in
the official accounting records, A payment of $47,290 was received from Four County Elder Advocates
during FY 2007. The balance of the $142,500 was received in two payments totaling $ 95,210 during
FY 08.

13



Schedule 1

AREA AGENCY ON AGING REGION X
SUPPLEMENTARY INFORMATION
STATEMENT OF FINANCIAL POSITION
FOR YEAR ENDED JUNE 30, 2007

Grant GAAP GAAP

ASSETS Basis Adjustments Basis
Cash and cash equivalents $ 307,839.12 $ - $307,839.12
Receivables: »

Missouri Depart. of Heaith and Senior Services 26,013.90 - 26,013.90

Missouri Division of Medical Services 24,292 45 - 24,292 45

Missouri RX 4,999.91 - 4,999.91

Other 9,093.50 - 9,093.50
Prepaid expenses 8,922.57 - 8,922.57
Equipment, net of depreciation - 64,637.42 64,637.42
TOTAL ASSETS $ 381,161.45 $ 64,637.42 $445,798.87

LIABILITIES
SS funds held in trust $ 11,139.81 $ - $ 11,139.81
Accounts payable 73,578.46 - 73,578.46
Accrued expenses 32,880.76 - 32,880.76
Other payables - - -
RSVP Funds in Trust 118.30 - 118.30
TOTAL LIABILITIES $ 117,717.33 $ - $117,717.33
NET ASSETS

Unrestricted $ - $ - $ -
Investment of Equiopment 64,637.42 64,637.42
Temporarily restricted 263,444.12 - 263,444.12
TOTAL NET ASSETS $ 26344412 $ 64,637.42 $ 328,081.54
TOTAL LIABILITIES AND NET ASSETS $ 381,161.45 $ 64,637.42 $445,798.87

See accompanying notes to the financial stétements.

14



Schedule 2

AREA AGENCY ON AGING REGION X
SUPPLEMENTARY INFORMATION
STATEMENT OF ACTIVITIES
FOR YEAR ENDED JUNE 30, 2007

Grant GAAP GAAP
Basis Adjustments Basis

REVENUES:;
Missouri Depart. of Health and Senior Services $1,609,79450 § - $ 1,609,794.50
Missouri Highway and Transportation Dept. 36,186.32 - 36,186.32
Missouri Division of Medical Services-HDM 139,721.88 - 139,721.88
Missouri Division of Medical Services-ADC - - -
Program Income 359,694.85 - 359,694.85
Other cash-SS match 172,000.25 - 172,000.25
Other cash-non SS match 61,906.97 - 61,906.97
Interest Income 5,835.35 - 5,835.35

Total Revenue $ 2,385,140.12 $ - $ 2,385,140.12
EXPENDITURES:
Personnel/fringe $ 99057670 $ - $ 990,576.70
Travel (staff & volunteers) 33,976.55 - 33,976.55
Building/utilities/phone 121,237.51 - 121,237.51
Printing/supplies/office expense 79,259.40 - 79,259.40
Equipment 37,467.00 (37,467.00) -
Raw food 577,774.86 - 577,774.86
Food service supplies 93,356.82 - 93,356.82
Home delivery costs 19,831.00 - 19,831.00
Other costs:
Training 3,5619.04 - 3,519.04
Insurance 30,312.26 - 30,312.26
Reapirs/Mnt 32,374.98 - 32,374.98
Contractual 273,155.86 - 273,155.86
Enrollee wagesi/fringe 2,253.86 - 2,253.86
Depreciation 17,991.77 17,991.77

Total Expenditures

$ 2,295,095.84

$(19,475.23)

$ 2,275,620.61

Change in net assets $ 90,04428 1 947523 $ 109,519.51
Net assets, beginning of year, as restated 173,399.84 45,162.19 218,562.03
Net assets, end of year $ 26344412 64,63742 $ 328,081.54

See accompanying notes to the financial statements.

15



Schedule 3
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Schedule 9
(continued)
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Schedule 10

AREA AGENCY ON AGING REGION X
SUPPLEMENTARY INFORMATION :
SCHEDULE OF TRANSPORTATION COST BY FUNDING SOURCE
FOR YEAR ENDED JUNE 30, 2007

FUNDING SOURCE:

MISSOURI DIVISION OF HEALTH AND SENIOR SERVICES RESOURCE 27,378.56

MISSOURI HIGHWAY & TRANSPORTATION DEPARTMENT 36,186.32
PROGRAM INCOME 17,968.74
OTHER CASH DHSS MATCH 85,949.41
OTHER CASH DHSS NON MATCH 0.00
IN KIND CONTRIBUTIONS 23,735.22
———l
TOTAL 191,218.25

See accompanying notes to the financial statement.
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Schedule 11

AREA AGENCY ON AGING REGION X
SUPPLEMENTARY INFORMATION-SCHEDULE OF MONTHLY SS REIMBURSEABLE EXPENDITURES
FOR THE YEAR ENDED JUNE 30,2007

DA

REIMBURSABLE
MONTH EXPENDITURES
July $ 184,013
August 173,646
September 165,906
October 160,964
November 200,427
December 148,855
Januaury 162,340
February 148,218
March 150,549
April 153,213
May 248,312
June 169,190

$ 2,065,633

See accompanying notes to the financial statement.
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SCHEDULE 12
(continued)

AREA AGENCY ON AGING REGION X
SCHEDULES OF EXPENDITURES OF FEDERAL AWARDS (Continued)
FOR THE YEAR ENDED JUNE 30, 2007

Notes to Schedule of Expenditures of Federal Awards:
Note A: Significant Accounting Policies

The accompanying schedule of expenditures of federal awards is presented using the accrual basis
of accounting, which is described in Note1 to the Area Agency on Aging's financial statements

The schedule presents the activity of all federal and state award programs, direct and pass-through,
of the Area Agency on Aging. The Area Agency on Aging's reporting entity is defined in Note1
to the Area Agency on Aging's financial statements.

Note B: Grants to subrecipients
The Area Agency on Aging uses subgrants with various service providers to provide many services

under Title Ill of the Older Americans Act. The federal and state expenditures passed through to
service providers are as follows:

CFDA# or State Award
Federal State Program Income

93.043 $ 10,036 $ - $ 8,415
93.044 83,049 - 12,387
93.052 22,745 - 342
MEHTAP Grant - 36,186 5,361
State General Revenue - 4,371 740

$ 115,830 $ 40,557 $ 27,245

See accompanying notes to the financial section.

34



SUITE 900

1111 MAIN STREET

KANSAS CITY, MO 64105

TELEPHONE: (81¢) 221-4559

FACSIMILE: (816) 221-4563

EMAIL: MCBRIDELOCK@EARTHLINK NET
CERTIFIED PUBLIC ACCOUNTANTS

MCBRIDE, LOCK & ASSOCIATES

REPORT ON COMPLIANCE AND ON INTERNAL CONTORL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Missouri Department of Health
and Senior Services (the “SS™) and
The Board of Directors of

Area Agency on Aging Region X

We have audited the financial statements of the Area Agency on Aging Region X as of and for the
year ended June 30, 2007, and have issued our report thereon dated February 14, 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, and the Missouri Department of
Health and Senior Services Mandated Audit Criteria.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Area Agency on Aging Region X’s
internal control over financial reporting as a basis for designing our auditing procedure for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of Area Agency on Aging Region X’s internal control over financial
reporting. Accordingly, we do not express and opinion on the effectiveness of the Organization’s
internal control over financial reporting.

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 organizations 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.



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 contro].

Our consideration of the internal contro] over financial reporting was for the limited purpose
described in the first paragraph of this section 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 financial reporting that we consider to be material
weaknesses, as defined above,

Compliance and Other Matters

However, providing an opinion on compliance with those provisions was not an object of our audit,
and accordingly, we do not express such an opinion. The result of our test disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of management, Board of Directors, others

within the Agency 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.

McBride, Lock & Associates

February 14, 2008



SUITE 900

1111 MAIN STREET

KANSAS CITY, MO 64105

TELEPHONE: (816) 221-4559

FACSIMILE: (816) 221-4563

EMAIL: MCBRIDELOCK@EARTHLINK.NET
CERTIFIED PUBLIC ACCOUNTANTS

MCBRIDE, LOCK & ASSOCIATES

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

Missouri Department of Health
and Senior Services (the “SS™) and
The Board of Directors of

Area Agency on Aging Region X

Compliance

We have audited the compliance of Area Agency on Aging Region X (a nonprofit 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, 2007. Area Agency on Aging Region X’s major federal programs are identified in the summary of
auditor’s 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 Area Agency on Aging Region X’s management. Our responsibility is to express an opinion
on Area Agency on Aging Region X’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; OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations; and the Missouri Department of Health and Senior
Services Mandated Audit Criteria. Those standards; OMB Circular A-133; and the Mandated Audit Criteria
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 Area Agency on
Aging Region X’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. Our audit does not provide a legal determination on Area Agency on Aging Region X’s compliance
with those requirements.

In our opinion, Area Agency on Aging Region X complied, in all material respects, with the requirements
referred to above that are applicable to is major federal programs for the year ended June 30, 2007.

Internal Control Over Compliance

The management of Area Agency on Aging Region X is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered Area Agency on Aging
Region X’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 €Xpress an opinion on the effectiveness of the Agency’s
internal control over compliance.

A control deficiency in an entity’s internal control over compliance exist 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

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in a
more than 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 of this section 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 would consider to be material weaknesses, as defined above.

However, we noted certain instances of noncompliance or other matters that are required to be reported under
OMB Circular A-133. The instances of non compliance and other matters are described in the Findings and
Recommendation section of this report.

Department of Health and Senior Services Assurances

Further, no MSC, acquired or constructed with AAA resources received from DHSS, ceased operations as a
MSC or ceased to be owned by a public or non-profit private agency or organization between July 1, 2006
and June 30, 2007.

This report is intended solely for the information and use of the Board of Directors, management, others
within the Agency 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. N

McBride, Lock & Associates

February 14, 2008



AREA AGENCY ON AGING REGION X
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

Section I - Summary of Auditor’s Results

Financial Statements

1.

2.

Type of auditors’ report issued: Unqualified

Internal control over financial reporting:

Material weakness(es) identified: Yes X No
Reportable condition(s) identified not

considered to be material weaknesses?

Noncompliance material to financial
statements noted? Yes X No

Federal Awards

4.

Internal control over major pro grams:
Material weakness(es) identified: Yes _X No

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

Type of auditors’ report issued on
Compliance for major programs? Unqualified

Any findings disclosed that are required
to be reported in accordance with
Circular A-133, Section .510(a)? X Yes __ No

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

93.044 Special Programs for Aging — Title 111, Part B
93.045 Special Programs for Aging — Title IlI, Part C1 & C2
93.052 Family Caregiver

93.053 Nutrition Service Incentive
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AREA AGENCY ON AGING REGION X
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continued)
FOR THE YEAR ENDED JUNE 30, 2007

8. Dollar threshold used to distinguish between

Type A and Type B programs: $300,000
9. Auditee qualified as a low-risk auditee? —_Yes _X No

Section II - Financial Statement Findings:
There were no matters reported.
Section III — Federal Award Findings and Questioned Costs:

Questioned
Costs

Finding 07-1 $0
Program: Division of Senior Service and Federal Awards

Condition: The Agency is currently operating under a commercial property lease with the Four
County Elder Advocates for occupancy of the building and premises located at 2701 Bird Street,
The commercial property lease is dated May 21, 2003 with annual options to extend and it expires
June 1, 2010. Presently, the commercial property lease requires monthly payments of $2,345.00.
The commercial property lease states that each option year is renewable “at the rate of negotiable”
and is silent to years subsequent to June 1, 2010, However, no definition or other binding provisions
are present to define “negotiable”. Therefore, that which is negotiable in the best interests of Four
County Elder Advocates may not necessarily be the same as those of the Agency.

The Deed’s Restated Option Agreement, dated June 1, 2007, for the property located at 2701 Bird,

Joplin, Missouri, Paragraph 1 stipulates that Four County Elder Advocates, Inc. grants to Mercy
Lifecare System an option to purchase the property for a period of twenty years following the date

the property taxes. Finally, Mercy Lifecare System has in addition to the Option, the Right of First
Refusal over the sale of property that remains in effect for a period of twenty years from 2007,

construction of the facility at 2701 Bird Street. The memorandum introduced, among other points,
two critical understandings.
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a.  Region X has a minimum $150,000 initial investment in the to be constructed
facilities.:

b.  Region X will be provided diminishing lease charges as the principal of the
financial note is reduced. Ultimately, the intended lease amount will be between
$500 and $1,000 monthly when debt service is eliminated, or a lease in

perpetuity.

In conclusion, the intent of the existing commercial property lease, the 2004 Memorandum of
Understanding, and the latest Restated Option Agreement to the deed on file with J asper County,
Missouri are in conflict with one another. Specifically,

® The unconditional purchase of the property can be made by Mercy Lifecare System after
June 2012 without the knowledge or consent of Region X even though Region X has a
significant financial interest in the property. Additionally, a significant increase or decrease
to Region X’s monthly lease payment requirement could occur since the present lease
obligations are “negotiable” with no indication of direction or parameters.

® The lease agreement, as previously stated, does not define future option period lease
obligations other than “negotiable”. Should Mercy Lifecare Systems exercise their option to
purchase the facilities, the sales price would be at an appraised value as stipulated by the
Option Agreement. An investment at appraised or fair market value facilities would cause a
prudent business man to lease the space at fair market values. Therefore, current lease
obligations of $2,345 / month ($4.00 / square foot) could go to $8,200/month ($14.00/square
foot). Mercy Lifecare System would have no inducement, other than community good will,
to provide diminishing lease payments to Region X.

Effect: These conflicts of interest need to be resolved. The Restated Option Agreement and the
lease agreement need to be amended to conform with the intent of the Memorandum of
Understanding. Region X must be provided a legally binding lease agreement for a twenty year
period which incorporates the value of the initial investment of $150,000 and all other one-time
principal reductions from fund raising activities done by and on behalf of Region X. The deed and
amendments must be amended to reflect these provisions and to protect Region X’s investment in
the facilities and implicit right to be charged discounted future rental payments on a long-term basis.

If all parties, can not agree upon the amended documents, then provisions of the Older Americans
Act should be enforced by DHSS.

Criteria: The Older Americans Act, Section 102, Paragraph (33) defines a multipurpose senior
center, which would include the facilities at 2701 S. Bird. Section 312 provides for the recapture of
payments for constructed multipurpose senior centers. The U.S. Administration on Aging has
delegated to DHSS the responsibility for properly administering their federal funding. Stewardship
of the funding includes the enforcement of Section 312. Without knowledge or consent on the part
of DHSS, the property deed has been amended to introduce a new party having the unconditional
right to purchase the property in 2012, or earlier if certain conditions are met. This places Region X
and the seniors they serve in a harmful position, and could trigger the enforcement by DHSS of the
recapture of payment provision under Section 312. The amount subject to recapture if used less than
twenty years for the intended purpose of the federal program is a percentage of the investment
applied to the current value of the investment. Based upon the limited information available to us,
the percentage would be;
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23.3% ($150,000/$643,726) of the current appraised value or sales price for the
investment made by Region X AAA, plus the percentage of the current value or sales
price accruing to Region X from principal reduction payments from proceeds from
Region X AAA fund raising efforts and campaigns.

Cause: The building was constructed and financial arrangements were made under the leadership of
Region X’s prior director, who at the time, also served as president of Four County Elder
Advocates. This apparent conflict of interest resulted in the ownership and control of the building
being inappropriately placed with Four County Elder Advocates rather than under the direct control
of Region X, which would have been in the best interest of Region X. The Agency has recently
attempted to negotiate a long-term lease with Four County Elder Advocates, however these attempts
have not resulted in a suitable lease.

Recommendation:

To avoid the financial implications of recapture of funds and protect the significant investment
Region X has in the property we suggest one of the following actions.

a. The Board of Commissioners initiate discussions with the Board of Directors of Four
County Elder Advocates to consider the collapse of Four County Elder Advocates into

the AAA.

This recommendation is based on the fact that apart from the Agency’s financial
involvement, we question the solvency of Four County Elder Advocates, resulting in
a potential going concern issue.

b. Amending the deed and entering into a lease of at least twenty years, under favorable
terms outlined within the 2004 Memorandum of Understanding taking into account all
investments made by or on behalf of Region X.

If neither of these recommended actions are taken by the conclusion of the up coming audit of FY
2008, the audit report will question the initial $150,000 investment in the property, plus the
principal reductions from Region X, and principal reductions from Four County Elder Advocates
fundraising efforts on behalf of Region X, and request the return of funding based upon the above
formula. We will further recommend DHSS consider invoking the recapture provisions prescribed
by the Older Americans Act,

Region X Response:

This finding concemns the differences between the 2004 Memorandum of Understanding and the
terms of the 2003 Lease Agreement between Four County Elder Advocates and the Agency for use
and the occupancy of the building located at 2701 Bird Street, Joplin, Missouri. It also concerns the
Option Agreement between Mercy Life Care Systems and Four County Elder Advocates, which
could be exercised without involvement of the Agency, to result in the purchase of the Agency’s
building, subject to its leasehold interest as reflected in the above referenced Lease. The Agency has
been diligently working to resolve this conflict during the audit period. To this end, on August 22,
2008, the Executive Director met with Richard Russell, formerly the Executive Director of the
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Agency, and thought to be the Executive Director or Board member of Four County Elder
Advocates. During their discussion, Mr. Russell stated that he was no longer on the Board and
would have no influence on the decisions made by the Board. On August 25, 2008, the Executive
Director met with Dwayne Russell, President of the Board of Directors of Four County Elder
Advocates, and the following options were discussed:

1. Four County Elder Advocates would cease to exist and transfer its assets to Area Agency
- on Aging, giving the Agency control over the building and assets of Four County. Mr.
Russell, on behalf of Four County Elder Advocates, refused this option,

2. Four Count Elder Advocates would allow the Agency to take over or assume the loan on
the building, giving control of the building and the assets to Area Agency on Aging.
Again, Mr. Russell declined this option.

3. Four County Elder Advocates would enter into a long term lease agreement that would
protect the Agency’s long term interest and amend the deed to reflect the agreement of
the parties. Mr. Russell declined this option.

In a continued effort to resolve these issues, the Agency asked for a Joint meeting of the Boards
to discuss their working and legal relationship. The Board of Directors of Four County Elder
Advocates accepted the offer, and the Board of Directors of Area Agency on Aging met with the
Board of Directors of Four County Elder Advocates on September 24, 2008. During this
meeting, the Board of Directors of Four County Elder Advocates expressed their desire to honor
the “spirit” of the Memorandum of Understanding with the Agency. It was agreed between the

Directors of the Agency to negotiate a Lease upon favorable terms; to recognize the value
installed and contributed in the existing building, by the Agency; and to negotiate a Lease term
of sufficient length and favorable rate to recognize this investment. The Board of Directors of
Four County Elder Advocates acknowledged, in principal, their continued goal to support the

exercise of its option.

In conclusion, the Agency feels it has made substantial progress in protecting its right to
continued use occupancy of the building during the period of the Audit. The Board of the
Agency will continue to work to resolve the legal uncertainties in the best interest of the Area’s
seniors.

Audit Evaluation: The audit acknowledges the due diligence of the AAA Board of
Commissioners to resolve this issue with the Four County Elder Advocates, Inc. However, these
efforts have not reached a fair and equitable position for all parties involved due to Four County
Elder Advocates lack of good faith to recognize the vested financial interests and rights the AAA
has in the property in question.

The AAA must obtain closure to this issue before harm accrues to the Agency’s seniors it serves.
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It is our final recommendation to the Missouri Division of Senior and Disability Services that the
Board of Commissioners obtain the referenced appraisal of the building, as well as, an
amortization accounting of the building’s mortgage. The Agency’s vested financial interest in the
building entitles the AAA to such documentation. If this information is denied, the Division
should invoke the recapture provisions prescribed by the Older Americans Act with assistance, if
required, from other federal and state regulatory agencies.

In good faith and given Four County Elder Advocates understanding that such information
should be made available to Region X, the AAA should then perform the following tasks:

1. Based upon the appraisal, amortization schedule and proceeds from fund raising efforts
and campaigns designated for mortgage reductions, calculate the amount subject to the
recapture of payment provision under Section 312 of the Older Americans Act. Due to
the limited information available at this time, the percentage would be:

23.3% (8150,000/$643,726) of the current appraised value or sales price for the
investment made by Region X AAA, plus the percentage of the current value or
sales price accruing to Region X from principal reduction payments from
proceeds from Region X AAA fund raising efforts and campaigns.

2. The calculation should be submitted to the Division of Senior and Disability Services for
their verification of its correctness. Upon the Division’s acceptance of the calculation, the
dollar amount should then be provided to the Four County Elder Advocates to inform
them of the pending financial debt they will owe the AAA if acceptable closure to this
issue is not achieved.

3. Based upon the contingent debt Four County Elder Advocates may incur, the Advocates
can inform the Agency of their desire to perform any one of the following courses:

* Amend the deed and enter into a lease of at least twenty years, under favorable
terms outlined within the 2004 Memorandum of Understanding taking into
account all investments made by or on behalf of Region X;

* Initiate proceedings to transfer its assets to the AAA giving the Agency control
over the building and its assets; or

* Agree to the repayment calculation and return the funds to the AAA.

If none of these recommended courses of action are taken by the conclusion of the up
coming audit of fiscal year 2008, the audit report will question the initial $150,000
investment in the property, plus the principal reductions from Region X, and principal
reductions from Four County Elder Advocates fundraising efforts on behalf of Region X,
and request the return of funding based upon the above formula. We will further
recommend the Division consider invoking the recapture provisions prescribed by the
Older Americans Act and solicit the assistance of appropriate federal and state agencies.

44



Response:

AREA AGENCY ON AGING REGION X

STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2007

Questioned
Costs

Finding 06-1 $142,500
Program: Division of Senior Service and Federal Awards

Condition: For at least the past five years the Agency has actively participated in fund raising
efforts to benefit the goals and objectives of the Area Agency on Aging. These fund raising efforts
successfully raised $142,500 in grants from a Memorial Trust (8 grants for $122,500) and a
Corporate Foundation (2 grants for $20,000). Grant applications, grant awards, and progress reports
were prepared and completed by Agency personnel during their normal working hours at the
Agency’s administrative office using AAA facilities and resources. Grant applications identified
the AAA as the proposing entity and the grants were awarded in the name of the Area Agency on
Aging Region X. Grant progress reports specifically identified the Agency’s nutrition programs for
the elderly as costs in support of grant funding. These circumstances meet the specific criteria and
definition of program income earned by the Area Agency on Aging Region X as promulgated by
the Older Americans Act. HHS grant administrative requirements and the Area Plan approved by
the Missouri Department of Health and Senior Services, Division of Senior Services. However, this
program income was not deposited into the Area Agency on Aging’s checking account, rather the
grant proceeds were apparently deposited into the Four County Elder Advocates, Inc. checking
account, a less-than-arms length nonprofit organization.

The diversion of funds has been present for many years as the accounting records are completely
void of any such transactions. Additionally, grant proceeds were delivered via the mail; the
Executive Director opened the mail and provided the check to administrative personnel to evidence
receipt; and the check was returned to the Executive Director for processing and deposit.

Current Status: Three payments totaling $142,500 were received by the Agency from Four
County Elder Advocates. In addition the employees who had duties in both the Agency and Four
County Elder Advocates are no longer employed by the Agency. Furthermore, both the mail
opening process and the grant proposal procedure have been revised to prevent this from
occurring again. After reviewing the current grant proposal and mail opening procedures, it
appears adequate changes to internal controls have been made to address concerns noted in the
previous audit and prevent the condition noted above. We consider this issue resolved.
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Questioned
Costs
Finding 06-2 None

Program: Division of Senior Services and F ederal Awards

Condition: The Area Agency on Aging Region X and the Four County Elder Advocates, Inc. are
less-than-arms length in relationship. Both parties share common board members, officers and
executive directors. Essentially, this arrangement appears to represent a private partnership which
constitutes a conflict of interest. Whether in fact or appearance, grant funding awarded to the Area
Agency on Aging, subject to federal, state and grant terms and conditions, but which is diverted to a
less-that-arms length organization not subject to any terms and conditions or external review or
audit is an unacceptable environment for public funds.

this issue resolved.

Questioned
Costs
Finding 06-3 None

Condition: The Agency denied auditor access to the Four County Elder Advocates financial
records.

Current Status:  Limited financial records for Four County Elder Advocates were produced for
examination by the auditors. A letter was written from the Board President of F our County Elder
Advocates which stated “Afier review of checks and bank statements I found the $142,500 in

Questioned
Costs

Finding 06-4 ' None

Program: Division of Senior Services and Federal Awards

Condition: A representation of deposits for the Four County Elder Advocates was provided to
the auditors listing amounts deposited in the Advocates checking account. The representations
suggest over $200,000 was deposited into the Advocates checking account. Many of the deposit
items appeared proper as they represented the “Looking Out For Old Friends” campaign

sponsored and identified as a Four County Elder Advocates fund raising campaign. This fund



grant awards that should have been deposited into the Agency’s bank account.

This information suggests the potential is present that other Region X funding may have been
diverted to the Four County Elder Advocates. As previously discussed, the denial of access to
the Advocates’ financial records precludes any dollar value quantification of the total amount
diverted to the Advocates. Furthermore, the commingling of AAA Region X funds with
legitimate Advocates business suggests that the Advocates financial records may not distinguish
or earmark funds for intended purpose within their general ledger. Therefore, identifying the
amount due back to Region X is not possible without access to all of the Advocates’ financial
records.

Finally, it is not evident how checks made payable to the Area Agency on Aging Region X were
endorsed for deposit and placed into another organization’s checking account.

Current Status: As noted in the proceeding finding, Four County Elder Advocates submitted
limited financial records, therefore a determination of all Agency funds that may have been
diverted was not possible. Finally, no explanation was provided describing the circumstances
surrounding the incorrect depositing of funds.
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