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TYRONNE JAMES

CERTIFIED PUBLIC ACCOUNTANT
805 FOURTH STREET
(504) §91-1384 NEW ORLEANS, 1A 70130 (504) 397-3692

Fax: (504) 269-3263

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Brookhaven Homes of lLouisiana, Inc.

I have audited the accompanying statement of financial position of Brookhaven Homes of
I.ouisiana, Inc.(a nonprofit organization) as of June 30, 1999, and the related statements of
activities, functional expenses, and cash flows for the year then ended. These {inancial
statecments are the responsibility of Brookhaven Homes of Louisiana, Inc.”’s management. My
responsibility is o express an opinion on these financial statements based on my audit.

] conducted my audit in accordance with general accepted auditing standards and the standards
applicable 1o financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that 1 plan and perform the
audit to obtlain reasonable assurance about whether the financial statements are {free of material
misstatement. An audit includes examining, on a 1est basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant cstimate made by management, as well as cvaluating the overall
financial statecment presentation. I beliecve my audit provides a reasonable basis for my opinion.

In my opinion, the {inancial statements referred to above present fairly, in all material respects,
the financial position of Brookhaven Homes of lL.ouisiana, Inc. as of June 30, 1999, and the
changes in its nct assets and cash flows for the year then ended in accordance with generally
accepted accounting principles.

As discussed in Note 6 to the {inancial statements, the Organization has an outstanding tax
liability with the Internal Revenue Service that raises substantial doubt about its ability to
continue as a going concern, Management’s plans in regard to these matters are also described 1n
Note 6. These {inancial statements do not include any adjustments that might rcsult from the
outcome of this uncertainty.

In accordance with Government Auditing Standards, 1 have also issued a report dated January 27,
2000, on my consideration of Brookhaven Homes of Louisiana, Inc.’s intcrnal control over
financial reporting and my tests of compliance with certain provisions of laws, regulations,
contracts, and grants.

My audit was performed for the purpose of forming an opinion on the basis financial statements
of Brookhaven Homes of Louisiana, Inc. taken as a whole. The accompanying schedule of

Member: American Institute of Certified Public Accountants
Society of Louisiana Certified Public Accountants



federal awards is presented for purposes of additional analysis as required by U. S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the basic financial statements. Such information has
been subjected 1o the auditing procedures applied in the audit of the basic financial statements

and, in my opinion, is fairly stated, in all material respects, in relatton to the basic financial
statements taken as a whole.




Current Asscets

BROOKHAVEN HOMES OF LOUISIANA, INC.

STATEMENT OF FINANCIAL POSITION
June 30, 1999

ASSETS

Grant Revenue Reccivable

Duc from Networks
Duc from Oflicers

Total Current Asscts

Property, Plant, & Equipment

Furniture and Equipment
Accumulated Depreciation

Total Property, Plant, & Equipment

TOTAL ASSETS

Current Liabilities

Bank Overdrafl
Accrucd Expenses

LIABILITIES

Employec Withholdings Payable
Delinguent Payroll Taxes Payablc
Delinquent 1RS Taxes Payable

Total Current Liabilitics

Unresirictied

NET ASSETS (DEFICIT)

TOTAL LIABILITIES AND NET ASSETS

$ 45864
11,540
6,105

63,509

5.723

(2.243)

3,480

$ 606989

$ 6405
2 986
4.166

12,270
04 (82

119,909

~(52,920)

§ 66989

See the Accompanying Notes to the Financial Statements
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BROOKHAVEN HOMES OF LOUISIANA, INC.

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 1999

SUPPORT
Grant Revenuc-ASFC § 897279
Grant Revenuc-JPHSA 3,271
Grant Revenue-KSFC 18,234
Grant Revenue-0OCS 191,337
Grant Revenue-OYD 9 840
Grant Revenue-Unity 124,670
Grant Revenue-OCDD 0. 847
Grant Revenue-SIL/SFC Wayver 52,718
SERVICE REVENUES
Client Payments-ASKFC 41,744
TOTAL SUPPORT and SERVICE REVENUES 540,939
EXPENSES

Program Scrvices

ASFC $ 106,819
JPHSA 1,792
KSEC 17,075
0CS 174,600
OYD 3,373
Unity 136,449
OCDD 7,578
SIL/SFC Waiver 35,756

Supporting Services

Management & General i 48.720
TOTAL EXPENSES 534,162
INCREASE IN UNRESTRICTED NET ASSETS (DEFICIT) 6,777
NET ASSETS (DEFICIT) AT BEGINNING OF YEAR (59,697)
NET ASSETS (DEFICIT) AT END OF YEAR $ (52,920)

See the Accompanying Notes to the Financial Statements
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BROOKHAVEN HOMES OF LOUISIANA, INC.

STATEMENT OF CASH FLOWS
For the Year Ended June 30, 1999

CASH FLLOWS FROM OPERATING ACTIVITIES

Incrcase In Net Assets
Adjustments to reconcile decrease in net assets
10 net cash provided{uscd) by operating activities:
Dcpreciation Expense
(Increase) decreasc in operating assets:
Grant Revenue Receivable
Due from Nctworks
Due from Officers
Increase (decrease) in operating liabilities:
Accounts Payable
Payrolls Taxes Payable
Delinquent State Taxes Payabie
Delinquent IRS Taxes Payable
[Due to Networks

[Due to Others
Net Cash Used in Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Sale of Truck

CASH FLOWS FROM FINANCING ACTIVITIES

Payment of Note Payable
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH FEQUIVALENTS, END OF YEAR

See the Accompanying Notes to the Financial Statements.

6

§ 7,051

950

43,614
(11,540)
(6,105)

(17,270)
(12,807)
1,038
(11,860)
(2,981)
(2,400)

(12,31())

10,886

(9,278)

(1,424)

_(4.981)

$ (6.405)




BROOKHAVEN HOMES OF LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 1999

1. NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Brookhaven Homes of Louisiana, Inc. (the Organization) was established in {.ouisiana in 1989 as
a non-proiit corporation to provide substitute family housing 1o adults and youths that have scvere
mental health problems. In addition to those services, the Organization also provides a clicnt
assistance program for adults who live independently but need support and case management.
The Orgamzation also provides assistance to those who are homeless. The Organization performs
these services for individuals through state and local agencics.

Basis of Accounting
The Organization uses the accrual method of accounting and follows the standards of accounting

and financial reporting outlined by the American Institute of Certified Public Accountants in its
Audit and Accounting Guide, Audits of Not-for-Profit Organizations.

Cash and Cash I'quivalents
FFor purposes of the statements of cash flows, the Organization considers all highly liquid
investments available for current use with an initial maturity of three months or less 1o be cash

cquivalents.

Property, Plant and YEquipment

Properly and equipment acquired by the Organization are considered to be owned by the
Organization. Property and equipment are carried at cost, Depreciation is computed using the
straight-line mcthod over an estimated useful lifc of six years.

I’xpenditures for maintenance and repairs arc charged to operations as incurred. Expenditurcs for
betternments and major renewals are capitalized. The cost of assets sold or retired and the related
amounts of accumulated depreciation are eliminated from the accounts in the year of disposal and
the resulting gains or losscs are recognized.

Income Taxes
The Organization opcrates as a nonprolit entity and has been granted tax-exempt status by the

Internal Revenue Service (IRS) under Section 501(c)(3) of the Internal Revenue Code and has
been determined not to be a “private {foundation” within the meaning of 509(a) of the Internal
Revenue Code. The Organization’s exempt status is recognized by the State of Louisiana.
Accordingly, no provision has been made 1n these statements {or federal or statc income taxcs.




BROOKHAVEN HOMES OF LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 1999

Use of Iistimates

The preparation of financial statements in conformity with generally aceepted accounting
principals 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.

IFinancial Statement I’resentation

In 1995 the Organization adopted Statement of I'inancial Accounting Standards (SIFAS) No. 117,
“Financial Statements of Not-for-Profit Organizations”. Under SFAS No. 117, the Organization
1s required to report information regarding its financial position and activities according to three
classes of net assets: unrestricted net asscts, temporarily restricted net assets, and permanently
restricted net assets. In addition, the Organization 1s required to present a stalement of cash flows.

1.cpend for Revenuces and Expenditures by Program

ASYC - LA Department of Health & Hospitals Office of Mental Health
Adult Substitute Family Care Services

JPHSA - Jefferson Parish Human Services Authority
Substituic Family Care Services

KSIC - LA Department of Health & Hospitals Office of Mental Health
Adolescent Substitute Family Care Services

OCS - [.A Decpartment of Social Services Office of Community Services

oYp - I.A Department of Public Safety & Corrections Office of Youth
Development

UNITY - Unity {or the Homeless Supportive Housing ‘95 and ‘96

OCDD - [.A Department of Health & Hospitals Office for Citizens with

Developmental Disabilities
SHL/SYFC - State of Louisiana Department of Health & Hospitals
Medicare/Medicaid Waiver

2. PROPERTY, PLLANT & EQUIPMENT

Property and Equipment consist of the following at June 30, 1999:

Furniture and Equipment $ 5,723
L.css Accumulated Depreciation (2.243)
Nct Property, Plant & Equipment $ 3.480




BROOKHAVEN HOMES OF LOUISIANA, INC,
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30

Depreciation expense for furniture and equipment 1s charged to management and genceral expense.
Dcpreciation expensc totaled $950 for the year ended June 30, 1999,

3. GRANTS

The Organization is the recipient of two grants from the State of Louisiana Office of Mental
Health awarded for the purpose of developing and operating a substitute family care program to
adolcscents and adults with chronic mental illnesses. A total of $99,136 was received under thesc
grants for the year ending June 30, 1999,

The Organization is the recipient of a two grants from the Jefferson Parish Human Services
Authority awarded for substitute family care and mentor services provided by the Organization.
The amount of those grants received during the year ending June 30, 1999 totaled $3,271.

The Organization is the recipient of a grant from the Unity for the Homeless awarded fos fost-
family bascd transitional housing for homeless families and life skills scrvices provided by the
Organization. The amount of this grant received during the year ending June 30, 1999 was
$124,670.

The Organization is the recipient of a grant from the Office for Citizens with Developmental
Disabilities awarded for personal care attendant services provided by the Organization. The
amount of the grant received during the year ending June 30, 1999 was §9,847.

The Organization is the recipient of a grant from the Office of Community Services awarded for
therapeutic foster care services provided by the Organization. The amount received during the
year ended June 30, 1999 was $191,337.

4. RELATED PARTY TRANSACTIONS

The Organization has entered into a contract with two of its Board Members to serve as
Administrators. ‘These Administrators are employees of the Organization and receive a salary as
compensation for their services. The amount of wages paid to the Administrators during the
period ending Junc 30, 1999 totaled $61,400.

During the period ending June 30, 1999, the Administrators borrowed $6,105 from the
Organization on open account.

In addition, the Organization is affiliated with a for profit agency, Networks in Community
Living, Inc., which is a rehabilitative organization controlled by the Board of Dircctors of this
Organization. Borrowing takes place between these two companies in order to finance the short

9.



BROOKHAVEN HOMES OF 1LOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 1999
terms cash necds of cach. As of June 30, 1999 the Orpanization owed Networks in Community

l.iving, Inc. a total of $11,540 on a non-interest bearing open account basis.

S. LONG TERM LEASES

As of February 1, 1999, the Organization entercd into a five-year lease for 1ts program office
facility requiring rent of $12,000 annually. Upon expiration of the leasc agrecment, the
Organization has the option to renew the lease with renegotiated terms.

As of February 10, 1998, the Organization entered into a threc-ycar leasce for its office facility
requiring rent of $6,033 annually. Upon expiration of the lease agreement, the Organization has
the option to rencw the lcase with renegotiated terms.

As of February 1, 1998, the Organization entered into a two-year lcasc for its office facility
requiring rent of $7,548 in year one and $7,937 in year two. Upon expiration of the 1nitial lcasc,
the Organization has the option to renew the lease with renegotiated terms, otherwise occupancy
is on a month-to-month basis. Rent expense for the period ending June 30,1999 was $21,760.

6. GOING CONCERN

As shown in the accompanying financial statements, the Organization has outstanding liabilitics
with the Internal Revenue Service for $94,082 and with the Louisiana Department of Revenue for
$12,270 as of Junc 30, 1999. The liability to the Internal Revenue Service ariscs from the
Organization’s failure to pay payroll taxes during the 1993 and 1994 calendar years, as well as the
Organization’s failure to file required income tax returns on time. A large portion of the
outstanding liability consists of penalty assessments by the Internal Revenue Service. A hen has
been recorded to secure payment of these assessments. The liability to the LA Department of
Revenue and Labor arises from the Qrganization’s failure to pay payroll taxes from 1997 through
June 30, 1999. The Organization’s ability to pay these outstanding hiabilities is uncertain. This
uncertainty creates doubts about the Organization’s ability to continue as a gomng concern.
Management of the Organization has submitied an Otter in Compromuse to the Internal Revenue
Scrvice to significantly reduce this tax liability. The Offer in Compromisc is being processed.
The ability of the Organization to continuc as a going concern is dependent on the Organization’s
ability o reduce and/or refinance its obligation to the Internal Revenue Service. The financial
statements do not include any adjustments that might be nccessary if the Organization 1s unable 1o
confinue as a gomng concern.

7. ECONOMIC DEPENDENCY

The Organization receives the majority of its revenue from only a few grants and from a few state
and locally sponsored agencies. 1f budget cuts from funding sources are made at the state and

-10-



BROOKHAVEN HOMES OF LLOUISIANA, INC.
NOTES TO FINANCIAL STATEMENTS

For the Year Ended June 30, 1999

local levels, the amount of the funds the Organizations received could be significantly reduced,
with resultant adverse impact on revenues and operations.

Management is not aware of any plans on the part of its current funding sourccs to significantly
reduce payments to the Organization.

-11-



TYRONNE JAMES
CERTIFIED PUBLIC ACCOUNTANT
805 FOURTH STREFT
(504) 891-1384 NEW ORLEANS, LA 70130 (504) 391-3692
Fax: (504) 269-3263

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

To the Board of Directors
Brookhaven Homes of Louisiana, Inc.

I have audited the financial statement of Brookhaven Homes of Louisiana, Inc. (Brookhaven) (a
nonprofit organization) as of and for the ycar ended June 30, 1999, and have issued my report
thercon dated January 27, 2000. I conducted my audit in accordance with gencrally accepted
auditing standards and the standards applicable to financial audits contained in Government
Auditing Standards, 1ssuced by the Comptroller General of the United States.

Comphance

As part of obtamning reasonablec assurance about whether Brookhaven’s financial statements are
frec of material misstatement, 1 performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grants, noncompliance with which could have a direct and matcrial
cifect on the determination of financial statements amounts, However, providing an opinion on
compliance with thosc provisions was not an objective of my audit, and accordingly, I do not
express such an opinion. The results of my tests disclosed instances of noncompliance that are
required to be reported under Government Audit Standards which is described in the
accompanying schedule of findings and questioned costs as item 1999-1, 1999-2 and 1999-3.

Internal Control Over Financial Iieporiing

In planning and performing my audit, I considered Brookhaven’s internal control over financial
reporiing in order to determine my auditing procedures for the purpose of expressing my opnion
on the financial statcments and not to provide assurance on the internal control over financial
reporting. However, 1 noted certain matters involving internal control over financial reporting and
its opcration that 1 consider to be reportable conditions. Reportable conditions involve matlers
coming to my attention relating to significant deficiencies in the design or operation of the internal
control over financial reporting that, in my judgement, could adverscly affect the Organization’s
ability to record, process, summarize, and report financial data consistent with the assertions of
management in the financial statements. Reportable conditions are described in the
accompanying schedule of findings and questioned costs as item 1999-3,

Member: American Institute of Certified Public Accountants
Society of Louisiana Certified Public Accountants



A material weakness is a condition in which the design or operation of one or more of the mternal
control components does not reduce 1o a relatively low level the risk that misstatements i
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. My consideration of the internal control over financial reporting would not
nccessarily disclose all matiers in the internal control that might be reportable conditions that are
also considered maiterial weaknesses. Flowever, I believe that the reportable condition described

above 18 a material weakness.

This report is intended for the information of the board of directors, management, and the
I.ouisiana Legislative Auditor. However, this report is a matter of public record and its
distribution is not limitcd.




BROOKHAVEN HOMES OF LOUISIANA, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 1999

Federal Fedceral
CFA Disbursements/

Federal Grantor/Pass-Through Grantor/Program Title Number Expenditures
U.S. Departiment of Housing and Urban Development
Pass-Through from Unity for the Homeless:
Supportive Housing ‘95 and ‘96 14.235 $124,670
U.S. Department of Health and Human Services
Pass-through {rom State Department of Social Services:
Office of Management and Finance
Title IV-B 93.645 34,613
Title I'V-LE2 93.658 100,898
TOTAL $260.181

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of Brookhaven Homes of L.ouisiana, Inc. and is presented on the accrual basis of accounting. The
information in this schedule 1s presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments and Non-Profit Organization. Thercfore, some
amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the basic financial statements.

-14-



BROOKHAVEN HOMES OF LOUISIANA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FKor the Ycar Ended June 30, 1999
I have audited the financial statements of Brookhaven Homes of Louisiana, Inc. as of and for the
vear ended June 30, 1999, and have issued my report thereon dated January 27, 2000. 1 conducted
my audit 1n accordance with generally accepted auditing standards and the standards applicable to
financial audits contained in the Government Auditing Standards, issucd by the Comptroller

General of the United States. My audit of the financial statements as of June 30, 1999 resulted in
an unqualified opinion.

Section I Summary of Auditor’s Reports
a. Report on Internal Control and Compliance Material 1o the Financial Statements

Internal Control

Material Weaknesses __ X Yes __ No Reportable Conditions _X _ Yes No
Compliance
Compliance Matcrial to Financial Statements _ X Yes No

Scetion 11 Financial Statement Audit Findings
1999-1 Noncompliance with State l.aw

In order to comply with state law, the audit reporting package of Brookhaven Homes of Louisiana,
Inc. must be submitted to the Legislative Auditor within six months of the close of the
Organization’s fiscal year. The Organization failed to comply with this requirement. The
financial statements were not prepared in accordance with general accepted accounting principles.
The financial statements had to be compiled. In addition, due to the late receipt of scveral
confirmations, I was unable to complete the audit within the required time. Management has
established procedures to ensure that the financial statements are tumely prepared in accordance
with generally accepted accounting principles.

1999-2 Outstanding Payroll Tax Liabilities

The Organization has an outstanding liability with the State of Louisiana Departments of Revenue
and labor for partial unpaid withholdings and state unemployment taxes from payroll

for calender years 1997 and 1998, and {for the January-Junc 1999. Management chose to pay
delinquent state payroll taxes from earlier years during the audit period. Management was unable
to pay these current taxes 1in a timely fashion due to poor cash flow. The Organization has
instituted a method of repayment for these taxes while intending to remain current on any
liabilities incurred.

-15-



1999-3 Noncompliance with State Law

AICPA audit guide, Audits of Not-For Profit Organizations require that generally accepted
accounting principles be followed in the arca of accounting and reporting. The financial
statements had to be compiled. The reporting system did not produce GAAP financial statements.
Management intends to establish procedures to ensure that the reporting system produces financial
statements prepared in accordance with gencrally accepted accounting principles.

-16-



BROOKHAVEN HOMES OF LOUISIANA, INC.

SCHEDULE OF PRIOR YEAR ENDINGS

For the Year Ended June 30, 1999

Scetion I Internal Control and Compliance Material to the Financial Statements

Noncompliance with State l.aw

The audit reporting package was not submitted within six months Unresolved

of the close of the Organization’s fiscal ycar.

QOutstanding Payroll Tax liabilities

Delinquent payroll taxes.

Unresolved

Section I1 Internal control and Compliance Matcrial to ¥ederal Awards

FFederal Cost Reimbursement Program

The Organization failed to match federally funded program
operating costs and incorrectly completed required reports
under Supportive Housing Program regulations.

Scction 111 Management Letter Section

Cash Management

All invoices should be signed by authorized officer for

documentation of approval of the transaction prior to payment.

Payroll Taxes

Pay all payroll taxes when due and institute a method of
repayment of back taxes for the outstanding liabilities.

Organization Structure

Board of Directors 1o remain closely involved in the {financial
affairs of the Organization.

-17-

N/A

Resolved

Unresolved

Resolved




