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ARTHUR ANDERSEN LLP 

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 
To the Board of Directors of The Audubon Institute, Inc. We have audited the accompanying balance sheets of The Audubon Institute, Inc. (a Louisiana not-for-profit Corporation - the Institute) as of December 31, 1997 and 1996, and the related statements of activities and cash flows for the years then ended. These financial statements are the responsibility of the Institute's management. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with generally accepted auditing standards 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 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 audits provide 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 the Institute as of December 31, 19c~7 and 1996, and the changes in its net assets and cash flows for the years then ended in conformity w~th generally accepted accounting principles. In accordance with Government Auditing Standards, we have issued a report on our consideration of the Institute's internal control over financial reporting and a report on its compliance with certain provisions of laws and regulations, both dated March 27,1998. Our audit was performed for the purpose of forming an opinion on the financial statements of the Institute, taken as a whole. The accompanying schedule of expenditures of Federal awards is presented for purposes of additional analysis as required by U. S. Office of Management and Budget Revised Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the general-purpose financial statements. Such information has been subjected to the auditing procedures applied in the audit of the general-purpose financial statements and, in our opinion, is fairly presented, in all material respects, in relation to the general-purpose financial statements taken as a whole. 
New Orleans, Louisiana, March 27,1998 



ASSETS: Cash Accounts and grants receivable Investments (Note 2) Accrued interest receivable 

THE AUDUBON INS1 ITL~F INC 
BALANCE SHEETS 

Pledges receivable (Note 3) Due from permanently restricted net assets Due from Audubon Commission (Note 6) Prepaids and other assets Project design costs (Note 6) Equipment less accumulated depreciation of $167,000 and $1~5,000 Total assets LIABILITIES: Accounts payable Due to Audubon Commission (Note 6) Accrued salaries Accrued sick and vacation Other Due to unrestricted net assets Bank lines of credit (Note 8) Total liabilities NET ASSETS: Unrestricted Temporarily restricted (Note 4) Permanently restricted (Note 5) Total net assets Total liabilities and net assets 

$ 115,757 645A62 18,461,991 35,824 9,843,432 545,838 22,254 750.614 29.702 
$ 12,553 216,350 9,399 13,387 24,835 600,000 876,524 
7,220,353 ~029,326 13,324,671 29~574,350 $ 30.450,g74 

The accompanying notes are an integral part of these financial statements 

696,778 651,248 1~842,517 23,647 10,796,350 61,305 961,166 8,617 720.482 41,~~5_1 $26,804,0(,1 
$ 35,283 629,241 11,480 12,596 25,143 61,305 850,000 1,625,048 
1,796,496 11,304,884 12,077,633 25.17c,.013 $2o,80 l,OIq 



THE AUDUBON INSTITUTE. INC STATEMENTS OF ACTIVITIES AND CIqANGI~ IN KIt~T Aggl FOR THE YEARS ENDED DECEMBER 31 1997 AND 1996 
REVENUE AND OTHER SUPPORT Government grants Gifts, exhibit/program sponsorships Gains on securities Investment income Imputed interest on pledges Fundraising activities Total revenue and other support FUNCTIONAL EXPENSES: Development activities Fundraising events Environmental policy Interest Other Total expenses EXCESS OF SUPPORT AND REVENUE OVER EXPF'xgES BEFORE TRANSFERS Specific grants to Audubon Commission for operations support and capital projects (Note 6) Endowment income transferred to Audubon Commission funds (Note 5) Transfers to the University of New Orleans (Note 9) CHANGE IN NET ASSETS FOR THE PERIOD BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE Cumulative effect of accounting change (Note 2) CHANGE IN NET ASSETS FOR THE PERIOD Net assets, beginning Net assets, ending 

$ 1,695,698 3,090,326 1,905,755 733.563 707,235 71 L545 

1996 
$ 4,007,578 K666,429 918,422 588.637 722.489 604ff~/0 

676,249 25K288 27,751 118,657 
920,622 25G222 149,978 74,140 105,454 lr074,945 1,507,416 

Z769,177 8,091,049 
(2,690,855) (6,072,742) (682,985) (524.208) 
4,395,337 

_(1,2oo,ooo) 
204,099 lOS,SIS 4,395,337 402 947 25,179,013 $ 29.574.350 

The accompanying notes are an integral part of these financial statements 

24,776,066 $25.179.013 



THE AUDUBON INSTITUTE. INC 
STATEMENTS OF CASH FLOWS FOR THE "~ EA Rq EN I )F I ) DECI- M B F R 31. 1997 AN D I o~}l~ 

CASH FLOWS FROM OPERATING ACTIVITIES: Change in net assets for the year before cumulative effect of change in accounting principle Adjustments to reconcile to cash provided by operations: Depreciation Decrease in pledges receivable Grants receivable, due from Audubon Commission, and other assets Accounts payable, due to Audubon Commission, and other liabilities Cash provided by operating activities CASH FLOWS FROM INVESTING ACTIVITIES Investment in museum project Increase in investments Purchase of equipment Cash (used) in investing activities CASH FLOWS FROM FINANCING ACTIVITIES: Draws under credit lines Repayments under credit lines Cash provided by (used in) financing activities Net increase in cash avd cash equivalents CASH AND CASH EQUWA LI" \ TS. beginning of year CASH AND CASH EQUIVALENTS. end of year 

$ 4,395,337 $ 294,099 12,249 81,585 394,325 (436,2441 
12,338 934,182 674,433 (1,152,907) 4,447,252 762A45 

(30,132) (4,748,141) (720,482) (218,459) (8,416) (4,778,273) (947,357) 
1,444,585 (1,694,585) 2,250,000 (1,400,000) (250,000) 850,000 (581,021) 664,788 696,778 31,990 

The accompanying notes are an integral part of these financial statements 
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THL A b DUBON INSTHTUTE, INC 
NOTES TO FINANCIAL STATEME 
N The Audubon Institute, Inc. (the "Institute") is a non-profit organization incorporated October 31,1975. The Institute is exempt from income tax under Section 501(c)(3) of the U. S. Internal Revenue Code. The Institute manages and operates the Audubon Park Commission (the "Commission") facilities located at the Audubon Zoo and Park, the Aquarium of the Americas, the Species Survival Center and the Louisiana Nature Center under contractual management agreements. Facility revenues and expenses (including salary expense) are recorded by each facility in accordance with these management agreements. The facilities had combined operating revenues of $22,283,000 for the year ended December 31,1997 and combined total assets of $133,375,000 at December 31, 1997. The Institute obtains donations, gifts and grants, and conducts fundraising activities in furtherance of its exempt purpose. The revenues and net assets reflected in these financial statements are the result of these activities. Specific grants to Audubon Park Commission consist of donations received and grants obtained by the Institute for operating support and capital improvements of the facilities described above. The Audubon Institute Foundation (the "Foundation"), a nonprofit organization exempt from income tax under Section 501(c)(3) of the U. S. Internal Revenue Code, was incorporated February 8,1991 to raise funds to support the education programs and other activities managed by the Audubon Institute. The Foundation had no transactions from inception through December 31,1994. Since the Institute and the Foundation are related through common mission, board representation and have the same management team, the accompanying financial statements include the accounts of the Foundation. 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of 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. 

The Institute reports gifts of cash and other assets as restricted support if they are received with donor imposed restrictions or requirements that limit the use of the donation. A donor restriction ends when a time restriction is met or a purpose restriction is accomplished. As restrictions are met, assets are reclassified to 



unrestricted net assets or permanently restricted net assets and reported as net assets released from restriction in the statement of activities. The permanently restricted classification is also referred to as an endowment fund. Earnings from these assets are periodically transferred to the Commission's operating funds. Pledee, Receivable and Contributien~ Receive The In~btute recogmzes contributions received as revenues in the period received and as assets, decreases in liabilities or expenses depending on the form of benefits received. Pledges receivable are recorded net of an allowance for uncollectible pledges and at net present value. A discount factor of 6% is applied to scheduled future pledge payments. lnve~tment~ In November 1995, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 124 entitled "Accounting for Certain Investments Held by Not for Profit Organizations". This statement requires that investments in equity securities with readily determinable market values and all investments in debt securities be carried at fair value on the balance sheet. The Institute adopted the statement effective January 1,1996 resulting in an increase in net assets and reported investment balances in the Unrestricted class and the Permanently Restricted class by $30,000 and $78,800, respectively. Investments as detailed below, at December 31,1997 are carried at fair value which was determined by reference to market information. 
Stocks Corporate bonds Mutual funds U.S. government and agency notes Mortgage and asset-backed securities Money market accounts and investment cash Total investments 

$ 9,880,127 985,068 1,050,407 1,741,993 3,149,303 1,655,093 
$ 6,811,472 243,869 547,118 1,804,423 2,517,942 917,693 

Equipment Equipment is capitalized at cost and depreciated using the straight-line method over a period of 5 years Caqh Flows For purposes ot the reporting cash flows, the Institute considers all investments with an original maturity of ninety days or less to be cash equivalents. 



3 Unconditional promises of donors to make contributions to the Institute are included in the financial statements as pledges receivable and revenue of the temporarily restricted net asset class. Pledges are recorded after discounting future cash flows to the present value. Pledges receivable are expected to be realized in the following periods: 
In one year or less Between one and five years More than five years 
Less: discount Pledges receivable 

1997 1996 $ 3,626,182 6,063,147 2,658t094 12,34~423 (2,503~9~) 
$ 3,372,813 7,953,080 2,252,605 1%578,498 _ (2,782,139) 

The above pledges are presented net of an allowance for uncollectible pledges of $123,000 Pledges receivable have the following restrictions: 
Specific capital projects Education programs Endowment for Audubon Zoo and Park Endowment for Aquarium Endowment for Species Survival Center Endowment of Nature Center Other endowment Other, general capital and operating support Pledges receivable 

1997 1996 
$ 1,318,339 105,137 13,365 105,137 1,833,393 760,576 191,778 5,515~707 

$ 2,317,988 158,053 22,043 944,104 ~673,012 712,265 159,076 3,809,809 



4. TEMPORARILY RESTRICTED NET ASSFTS Temporarily restricted net assets are available for the following purposes or periods: 1007 19c}6 Pledges receivable for periods after December 31, 1997 and 1996 Specific capital projects at Audubon Zoo and Park Education programs at the Zoo, Aquarium and Nature Center Operating support for the Office of Environmental Policy Operating support for Species Survival Center and Audubon Center for Research on Endangered Species (ACRES) Other Total temporarilv restricted net assets 5 PLRMANFN 1LY R[-SI RIC1LD NE'I ASSET~, 

$ 8,741,079 $ 
18,900 31,481 
9,925,017 1,216,329 98,235 40,303 

211,724 25,000 26 142 
Permanently restricted net assets at December 31,1997 and 1996 must be invested hr perpetuity, but the income from these investments is expendable to support the following: 
Description Aquarium of the Americas and Riverfront Park Species Survival Center/ACRES Audubon Zoo and Audubon Park Louisiana Nature Center Other Total 

Permanently Restricted Net Assets 1997 1996 
$ 4,81Z941 6,766,501 477,145 1,071,306 _ 191,778 

$ 4,668,178 5,693,785 463,318 1,00K255 243,087 

Income Transferred to 1997 1996 
$215,000 387,062 24,000 49,200 1,1.~ 

Endowment income transferred to the Commission ,s included abo~e 6. RELATED PARTY TRANSACTIONS 

$195,000 250,008 24,000 55,200 

The Institute and the Commission are related through interaction of their Boards of Directors and mutual operation of the entities by the same management team. As a result, these entities often engage in operations 



through one organization that benefits the other organization to achieve economies of scale. One example of this is the use of common or central bank accounts. At December 31,1997 and 1996, the Institute's receivables from and payables to the Commission are summarized as follows: 
Due from Audubon Zoo and Park for operations Due to Audubon Zoo and Park to reimburse grant expenditures Due to Species Survival Center for construction Net due from Audubon Park Commission 

Due from (to) 1997 1996 
$ 545,838 $ 961,166 (216,350) ~__o J_8,_q $ 331.925 Amounts due for construction are generally paid as funds are recexved under the Instatute's grants with the U. S. Fish and Wildlife Service. Grants receivable from U. S. Fish and Wildlife Service at December 31,1997 and 1996 were approximately $217,000 and $629,000, respectively. Specific gifts and grants provided by the Institute to Commission facilities to pay operating expenses and fund certain capital projects are summarized below. 

Audubon Zoo and Park Aquarium of the Americas and Riverfront Park Species Survival Center/ACRES Louisiana Nature Center Total 

1997 1996 
$ 1,283,665 210,752 1,115,352 81,086 

$ 3,710,403 326,274 1,892,619 143,446 
In January, 1996, the Institute advanced the Commission $2,000,000 (Note 8) to fund construction obligations pertaining to Phase II of the Aquarium of the Americas. In partial settlement of the Commission's intercompany payable to the Insntu re, Ihe carrying value of the Commission's investment in project design costs for a proposed Insectarium, $o48,000 at January 1,1996, was transferred to the Institute during 1996. 7 The Institute has established a tax-deferred annuity plan for the benefit of all full-time employees. The plan provides for the purchase of annuities which qualify for tax deferral. Employees may participate on an optional basis by contributing between 2% and 15% of their salary, not to exceed $9,500. The Institute matches employee contributions at a rate of 33%, up to 8% of base salary. Contributions are not subject to Federal income taxes and accumulate on a tax-deferred basis until withdrawn. The Institute's contributions amounted to approximately $8,500 for 1997 and $10,000 for 1996. 



8. BANK LINES OF CREDIT 
The Institute has unsecured lines of credit with two banks for $2,000,000 and $1,000,000. Borrowings under these lines bear interest at the thrrty day London Interbank Offering Rate plus 150 basis points. At December 31,1997, this rate was 7 4% and $600,000 was outstanding under the two lines. The lines mature in 1998 The Institute advanced Lts borrowings under these lines to the Commission to fund construction obhgatlons (Note 6) and seasonal cash flow requirements. 9 The University of New Orleans and the Institute have established funded trusts for three endowed chairs at the University. Under an affiliation agreement with the University, chairholders will conduct research at the Audubon Center for Research on Endangered Species in addition to discharging academic responsibilities at the University. In 1996, the Institute transferred $1,200,000 to the University for two chairs and arranged for funding to be provided directly to the University for a third chair. At December 31,1996 private funds of $1,800,000 had been entrusted toward establishing these chairs. In 1997, these funds were matched with $1,200,000 from the Louisiana Trust Fund for Eminent Scholars to create the core funding for three chairs at $1,000,000 per chair. The University and the Institute are working to complete funding arrangements on two additional endowed chairs. 
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ARTHUR ANDERSEN LLP 

REPORT ON COMPLIANCE AND INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN AND 
To the Board of Directors of The Audubon Institute, Inc. We have audited the financial statements of The Audubon Institute, Inc. (the "Institute"), as of and for the year ended December 31,1997, and have issued our report thereon dated March 27, 1998 We conducted our audit in accordance with generally accepted auditing standards and the standards apphcable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether the Institute's financial statements are free of material misstatement, we performed tests of its compliance with certain provision of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. Providing an opinion on compliance with those provisions was not an objective of our audit, however, and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. al Control Over Financial Revortm~ In planning and performing our aud,t, >,e considered the Institute's internal controls over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. This report is intended for the information of the Institute's management, Board of Directors and grantor agencies; however, this report is a matter of public record and its distribution is not limited. 
New Orleans, Louisiana, March 27,1998 
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ARTHUR ANDERSEN LLP 

UIREMEN'I 
To the Board of Directors of The Audubon Institute, Inc. _Comphat*ce 

VER COMPLIAN OMB CIRCULAR A-13~, WITH 

We have audited the compliance of The Audubon Institute, Inc. (the "Institute") with the types of compliance requilcments 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 December 31,1997. The Institute'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 the Institute's management. Our responsibility is to express an opinion on the Institute's compliance based on our audit. We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards applicable to financial audits contained m Government Auditing Standards issued by the Comptroller General of the United States; and OlvlB Ctrcular A-133, Audits of States, Local Govermnents, and Non-Profit Organizations. Those standards reqture that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the Institute'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 the Institute's compliance with those requirements. In our opinion, the Institute complied, in all material respects, with the requirements referred to above that are applicable to each of its major federal programs for the year ended December 31,1997. nternal Control Over Compliance Management of the Institute 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 the Institute'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 and to test and report on internal control over comphance m accordance with OMB Circular A-133. 
12 



Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal control that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that ~ ould be material in relation to a major federal program being audited may occur and not be detected ~, ~th m a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over compliance and its operation that we consider to be material weaknesses. This report is intended for the information of the audit committee, management and federal awarding agencies and pass-through entities, but this report is a matter of public record and its distribution is not limited. 

New Orleans Louisiana, March 27, ] 9t}g 
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ARTHUR ANDERSEN LLP 

To the Board of Directors of The Audubon Institute, Inc.: We have audited the financial statements of The Audubon Institute, Inc. (the Institute - a Louisiana non-profit Corporation) as of and for the year ended December 31,1997, and have issued our report thereon dated March 27,1998. These financial statements and the Schedule referred to below are the responsibility of the Institute's management. Our responsibility is to express an opinion on the financial statements and the Schedule referred to below based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards for financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Our audit was made for the purpose of forming an opinion on the financial statements of the Institute taken as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purposes of additional analysis and is not a reqmred part of the financial statements. The information in that Schedule has been subjected to the auditing procedures applied in our audit of the financial statements and, in our opinion, is fairly presented, in all material respects, in relation to the financial statements taken as a whole. 

New Orleans, Louisiana, March 27,1998 
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THE AUDUBO'xl INB~IITUTF IVC SCHEDULE OF FINDIN(,'; AND OUr 
Section I - Summary of Auditor's Results Financial Statements Type of report issued Internal control over financial reporting: Material weaknesses identified? 
Federal Awards 

DIE CEMBER 31, 1~~7 

Reportable conditions identified not considered to he material weaknesses? 
Internal control over major programs: Material weaknesses identified9 Reportable conditions identified not considered to be material weaknesses? 

Unqualified 
No No 
No None reported Type of auditor's report issued on compliance for major programs: Unqualified Any audit findings disclosed that are required to be reported in accordance with Circular A-133, Section .510(a) No Identification of major programs: CFDA Number 14-48-0010-92-905 

14-48-0010-95-013 
Dollar threshold used to distinguish between Type A and Type B programs: Auditee qualify as a low-risk auditee 

Section II - Financial Statement Findings No matters were reported. 
Section III - Federal Award Findings and Questioned Costs No matters were reported. 

Name of Federal ProKram U.S. Fish and Wfidlffe Sep~ice/Construction of Audubon Center for Research on Endangered Species U.S. Fish and Wildlife Service/Support Faclhties for the Audubon Center for Research on Endangered Species 
$300,000 Yes 



 



March 27,1998 

To the Board of Directors of the Audubon Institute, Inc.: 

Arthur Andersen LLP 
Suite 4500 201 St Charles Avenue New Orleans LA 70170-4500 504 581 5454 

As part of our audit of the financial statements of the Audubon Institute (the Institute) for the year ended December 31; 1997, we considered the Institute's internal control structure in determining the scope of our audit procedures for the purpose of rendering an opinion on the financial statements. While our primary purpose in this engagement was not to provide assurance on the internal control structure, we noted certain matters that we want to bring to your attention. These matters are described in the accompanying memorandum. This letter and the accompanying memorandum are intended solely for the use of management and the Board of Directors and is not intended for any other purpose. We appreciate the courtesies and cooperation extended to our representatives during the course of their work. We would be pleased to discuss the recommendations in greater detail or otherwise assist in their implementation at your convenience. 
Very truly yours 



THE AUDUBON INSTITUTE 
MEMORANDUM ON ACCOUNTING PROCEDURES AND INTERNAL ACCOUNTING CONTROLS 

Golf Course Payroll Cash Reconciliations 

TABLE OF CONTENTS 

Status of Prior Year Suggestions 
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Golf Course 
We noted that cash collected by the golf course from green fees and from cart rentals is placed in a bank bag each day and is taken home by the manager of the golf course. These deposits are being brought to the vault room in the finance department after being held for at least seven days and in some instances, as long as 14 days. This pracbce increases the possibility that this cash might be misplaced or misappropriated or stolen from the home of the golf course manager. We recommend that procedures be implemented which would require the manager of the golf course to remit his cash deposits daily along with applicable support to the vault room in the finance department to mitigate the risks noted above. Management' s Response Effective June 1,1998 daily sealed deposits are being made with the Audubon Zoo cash control room. Payroll In our testing of a sample of payroll disbursements, we noted that not all departmental time summaries for the Zoo and employee time cards for other departments are forwarded to Human Resources for payroll processing were signed by department supervisors evidencing their review/approval. We recommend that management reinforce to department supervtsors the importance of the procedure reviewing support for employee time and evidencing their review by sGnmg/initiallng applicable documentation. ~j~ We also noted that HR personnel independently verify the accuracy of time reported by individual departments in addition to their duties of physically processing the payroll; however, department supervisors are primarily responsible for ensuring that all and only bona fide employees are paid for the hours they actually work. This payroll processing procedure and management control create duphcative work performed by the HR department. We recommend that Management evaluate the procedures currently used in processing payroll as well as other areas, to ensure that the Institute's time and resources are being used to their fullest potential. Management' s Response We have modernized the time reporting system to include hand scanners. This has mitigated the potential for absent employees being paid when they did not actually work. Employees paid via hourly payroll cannot he paid unless the system has a handscan record. We acknowledge the importance of supervisory review for ensuring that personnel clock in and out at the appropriate times. Also, review is necessary to ensure that nonproductive time is properly reported and classified. We will reinforce the requirement that supervisors check, approve and signoff on payroll biweekly payroll summaries. The HR department docs review and check time summaries since that department maintains records as to holiday time, sick leave available, vacation tune available, etc. We believe that the HR review adds value by ensuring that a quality rewew has been performed but we acknowledge that this review is not a substitute for supervisory review. 



In our testing of a sample of cashier reconciliations, we noted that certain reconciliations at various zoo concessionaires were not signed by supervisors to evidence their review/approval. Supervisory review is a key control in the cash balancing process. We recommend that management reinforce to department supervisors the importance of evidencing their review by signing applicable documentation. 
Management" s Response The food and beverage concessions are banked out of the Audubon Zoo Cash Control Room and the Aquarium Cash Control Room as appropriate. Control Room tellers check each cashier's shift work and document approval by initialing each shift report. Food and Beverage Supervisors also check the day's cash receipts through completion of inventory work on key items (cups, paper plates, etc.). Management reviewed the cash reconciliations for shift work for the month of May for these concessions and did not note any compliance deviations. Control Room tellers at the Zoo receive sealed deposits from Audubon Gift Shop supervisors. A review of May's documentation filed in the gift shop office revealed no compliance deviations. Supervisors had initialed approval of each cashier's shift work. Currently it appears that appropriate review work is being done. Management will be careful to periodically check to see that review functions are being performed ~t~ ,~ and documented, either by line supervisors or by cash control room tellers. ,,- , , 



Investments Expense Reimbursements Payroll 

~A A 

Implemented X X 
ParfiaUy Not 


