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The Audil and Finance Committee Volunteers of America of Greater New Orleans, lnc 
We have audited the combining financial statements of Volunteers of America of Greater New Orleans, Inc. and Community Living Centers, Inc. (collectively referred to as the Organization) as of mid for the year ended June 30, 1996, and have issued our report thereon dated September 25, 1996. 
We conductcd our audit in accordance with generally accepted auditing standards and (;overnment 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 combining financial statements are free of material misstatement. The managcmenl of the Organization is respnnsible for establishing and maintaining inter- nal control. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control policies and procedures. The objectives of internal control are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with managemenrs authorization and recorded properly to permit the preparation of combining financial sla{cments in accordance wi~h generally accepled accounting principles. Because of irqhcrent limitations in any internal control, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the internal control to future periods is sul~jecl to the risk that procedures may become inadequate because of changes in conditions or Ihat lhe effectiveness of the design and operation of policies and procedures may deteriorate. In phmning and performing our audit of the combining financial statements of the Organi- zation for the year ended June 30, 1996, we obtained an understanding of internal control. With respect to internal control, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the combining financial statements and not to provide an opinion on inter- nal control. Accordingly, we do not express such an opinion. 



Our consideration of internal control would not necessarily disclose all matters in internal control that mighl be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operalion of one or more of the internal control components does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be malerial in relation to the combining financial statements being audited may occur and nol be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving internal control and its operation that we consider to be material weaknesses as defined above. However, we noted other matters involving internal control and its operation that we have reported to the audit and finance committee of the Organization in a separate letter dated September 25, 1996. This report is intended for the information of the audit and finance commiltee, the board of directors, management, and the cognizant and other federal agencies. However, this ~eporl is a matter of public record and its distribution is not limited. 
Septem her 25, 1996 ~ q" ~LLP 

~lnder provisions of state law, th~ report is a public document. A Copy of the report has been submit- ted to the atJdited, or reviewed, entity and othel appropriate public officials. The report is available for public inspection at the Baton Rouge office of the Legislative Audi- tor and, where appropriate, at the office of the parish clerk of court. ~telease Date 
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The Audit and Finance Committee Volunteers of America of Greater New Orlean 
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96DEC24 A,~]II:I2 jnoer provisions .of state law, Ihls report is a public document. A copy of the report has been submit- ted to the attdited, or reviewed, entry and other approptia~.e public officials. The report is available for public inspection at the Baton Rouge office of the Legislative Audi- tor and, where appropriate, at the s, Incoffice of the parish clerk of court qo.lease Date In planning and performing our audit of the combining financial statements of Volunteers of America of Greater New Orleans, Inc. and Community Living Centers, Inc. (collectively referred to as the Organization) for the year ended June 30, 1996, we consid- ered its inlernal control structure to determine our auditing procedures for the purpose of expressing our opinion on the combining financial statements and not to provide assurance (m lbe internal control structure. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the specific internal control structure elements does not reduce to a relatively l,~w level the risk thai errors or irregularities in amounts that would be material in relation lo the combining financial statements being audited may occur and not be detected wilhin a timely period by employees in the normal course of performing their assigned functions. However, we noted no mailers involving the internal control structure and its operation lhaI we consider Io be material weaknesses as defined above. 

We have the following comments on other matters A number of year-end adjusting entries were recorded after tim general ledger was initially closed and the audit was in progress. The majority of these entries (i.e., due to/from accounts, balances with afFdiated entities, and payable and expense accruals) were attributable to the Organization not having control procedures in place to ensure that the general ledger accounts were properly reconciled, analyzed and adjusted on a timely basis throughout the year. This resulted in a delayed year-end closing and a delay in issuing the Organization's financial statements. 



Volunteers of America of Greater New Orleans, hlc and Community Living Centers, Inc. Combining Statement of Activities Year ended June 30, 1996 
"rempm, arily Permanently Total Unrestricted Restricted Restricted VOAGNO Conddned Total I{evelllUes frnln operations Public support received directly: Contributions $ Special events, net of direct bellefil costs of $4(I,416 Public support received indirectly: United Way Total public support geVClIUC aud granL~; from governlnen tal ageucies ()filer revenue: Plngranl service fees Rental income Sales ol inalerials and sen, ices, net of direct benefit cost of $38,569 Total other revenue Net assets released from restrictions Total revenues lrom operations Oi)eraling expenses Ploglam services: Sheltered Rclnullera[ive Employment Cnuununily Livmg Services Supported Living Services Elderly Selviccs Conllnunily ('orrcction Cell[el Juvenile Services Children Services Maternity Services Case mallagernellt Tolal pro~2faln s,arvices Supporl selvices : Mauagelnent aud gelleral "]'laiuing alld 13vahlalioll Colnnlunity supporl Total support services A/hniuistnltivc lees Tolal operaling expenses l)cficit lioul opt:rations N<moperatlng gains Interest +aid dividend income GaillS Oll sales of assets GaillS O11 investments ()~lCl illCOInC Tl/la] IlOllOpCI aBllg g,~lillS Change in net assets See accompanybTg notes 

75,045 $ 50.726 $ 75,045 $ 50.726 $ 75,045 50.726 

ll,229,113 11,229,113 89,705 11,318,818 
1,393,920 - 1,393,920 - 1,393,920 2,367,519 - 2,367,519 99,307 2,466,826 1,325,629 - 1,325,629 1,325,629 518,375 - 518,375 518.375 792,693 - 792,693 792,693 741,721 - 741,721 741,721 1,028,128 - 1,028,128 1.028.128 217,847 - 217,847 217,847 

100.495 $ ~ $ - $ 100,495 $ (9,602) $ 90,893 



The Organization continues to experience delays in collecting its revenues, particularly from various governmental agencies. For example, receivables of $1.5 million as of June 30, 1996 were aged as follows: 
Past Due Current 1-30 days 31o60 days 61-90 days Over 90 days (% of total receivable balance in aging category) 52% 25% 8% 5% 10% We tmderstand that this process is sometimes difficult; however, we recom- mend that the Organization explore alternatives from the current process that may accelerate collections in order lo reduce the Organization's interest expense. 

Based on a cursory review of officers' expense reimbursements, we l]Oted several instances of expense filings not in compliance with Organization pol- icy. Noncompliance included business purpose documentation not always being included, the people attending were not always identified, and support- ing receipts were not attached in all cases. We recommend that the Organi- zalion per't?~rm an internal review of its expense reimbursement program and monitor its approval process to ensure that Organization policy is followed. 
The Organization is in the process of reviewing and updating its property and equipment subledgers, inchlding physically identifying all items. We concur with their effort and recommend its completion by June 30, 1997. 
This report is intended solely fur the informalion and use of the audit and finance corn mittec, board of directors, management, and others within the Organization. 
September 25, 1996 ~LLV 
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The Audit and Finance Committee Volunteers of America of Greater New Orleans, Inc 
We have audited, in accordance with generally accepted auditing standards, tt~e combining , financial statements of Volunteers of America of Greater New Orleans, Inc. (VOAGNO) and Community Living Centers, Inc. (CLC) (collectively referred to as the Organization) h)r the year ended June 30, 1996, and have issued our report thereon dated September 25, 1996. The Auditing Standards Board of the American Institute of Certified Public Accountants (AICPA) has issued its Statement on Auditing Standards No. 61, Communication With Audit Committees. This statement requires the independent auditor to communicate to the audit aud finance committee certain information regarding the scope and results of the audfl to assist the committee in overseeing the financial reporting and disclosure process tor which nlanagemenI is responsible. This letter summarizes the reporting requirements of this statement for our 1996 audit. A similar letter was issued last year. 
Audilors' Responsibility Under Generally Accepted Auditing Standards Our audit, conducted in accordance with generally accepted auditing standards, was de- signed to provide reasonable, rather than absolute, assurance that the Organization's financial statemenls are free of material misstatement. These financial statements arc the respunsibility of management and it is our responsibility to express an opinion on these financial statements based on our audit results. 
Significant Accounting Policies 
The accounting principles followed by the Organization and the methods of applying these principles conform, in all material respects, with generally accepted accounting principles generally used by voluntary health and welfare organizations. The combining financial statcmenks include a summary of these significant accounting policies. 
Changes in Accounting Policies 
In Jtme 1993, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 117 (SFAS 117), Financial Statements of Not-for-Profit Orgmdzations, which established standards for reporting information in general purpose exlerna] financial statements issued by not-for-profit organizations. The Organization 



adopted the provisions of this slandard in its 1996 financial statements, as required by SFAS 117, and has restated its net asse! balances as of June 30, 1995 to conform with the presentation requirements of SFAS 117. 
In June 1993, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 116, Accounting for Contributions Received and Contribu- tions Made (SFAS 116), which established standards of accounting for contributions and applies to all entities that receive or make contributions. SFAS 116 requires contributions received and unconditional promises to give to be recognized as revenue in the period received al their fair values. Conditional promL~es to give are to be recognized when they become unconditional; that is, when the conditions are substantially met. The Organization adopted the provisions of this standard in its 1996 financial statements, as required by SFAS 116; however, the adoption had no impact on the Organization's financial statements. Audit Adjustments The lolluwing adjustments were identified in management's final general ledgers during Ih~ COOl'SO of the audit of the combining financial statements and were not recorded by the Organization. 
VOAGNO A journal entry of $28,175 was not recorded to reserve for uncollectible accounts receivable. See the Accounting Estimates and Management Judgments discussion below. A journal entry of $26,144 was not recorded to reverse the recognition of miscel- laneous income for excess depreciation recorded in prior years. We believe the excess depreciation should be considered a change in accounting estimate and cor- rected prospectively through a deduction of future depreciation expense. 
I. A journal entry of $1,544 was not recorded to properly amortize prepaid insurance expense. A cconnting Fstimates and Management Judgments Accotmts receivable of $1,544,521 at June 30, 1996 is net of an allowance for doubtful accounts of $70,492. I1 is management's opinion that all June 30, 1996 amounts still out- standing as of September 25, 1996 are fillly collectible or appropriately reserved by the allowance. It is uncertain whether the future actual collections will exceed or fall below Ihe nel recorded receivable at June 30, 1996. 



 

There were $231,000 of accounts receivable tested by us and had not been collected as of September 1996. Ill connection with our tests, we proposed to increase the allowance for doubtful accounts by $28,175 as of June 30, 1996 (see VOGANO entry #1 above). Difficulties Encountered in Performing the Audit Considerable improvement in the Organization's year-end closing procedures has been noted; however, a number of year-end adjusting entries were recorded after the general ledger was initially closed and the audit was in progress. The Organization recorded 20 journal entries (14 for VOAGNO and 6 for eLC) proposed by us during the course of audil ill addition to posting several of their own adjustments while the audit was in prog- ress. This situation resulted in a delayed year-end closing and a delay in issuing the Organization's financial statements, Other Matters 
Stalement on Anditing Standards No. 61 also requh'es communications to the committee in the following areas: 
~ Other information in documents containing audited fi~anciaJ statements. ~ Disagreemenk~ wid~ management. * Consultations with other accountants. Major issues discussed with management prior to retention as auditors, During our audil, we did not encounter any chcumstances and we are unaware of an), ilems in any of lhese areas which re.quire discussion with the audit and finance committee. 
This repor! is intended solely for the information and use of the audit and finance conlmiItee. 
September 25, 1996 

~alease Date 
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Report of Independent Auditors 
The Boards of Directors Vohmteers of America of Greater New Orleans, Inc and Commnnily Living Centers, Inc. 
We have audited the accompanying combining balance sheet of Volunteers of America of Greater New Orleans, inc. and Community Living Centers, Inc. as of June 30, 1996, and the related combining statement of activities, combining statements of net assets, com- bined statement of fimctional expenses, and combining statement of cash flows for the year then ended. These financial statements are the responsibility of the Organization's management. Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are flee of material misstatement. An audit includes examining, on a tesl basis, evidence supporting the amounts and disclosures in the finan- cial statements. An audit also includes assessing the accounting principles used and signifi- canl estimales 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 malerial respects, the individual and combined financial position of Volunteers of America of Greater New Orleans, Inc. and Community Living Centers, Inc. at June 30, 1996, and the individual and combined results of their operalions and changes in their net assets and their cash llows for the year then ended in conformity with generally accepted accounting principles. As discussed in Note 2 to the combining financial statements, the Organization changed its accounting policies related to financial statement display. 
September 25, 1996 



Liabililies and net assets Current liabilities: Bank overdraft Accounts payable Accrued expenses Other current liabilities Current portion of debt: Note payable Mortgages and loans payable 
Tolal cunent liabilities 
Other liabilities: Mortgages and loans payable, less current portion Other Tola]l other liabilities Tolal liabilities Nel assets: Unrestricted Temporarily restricted Permanently restricted Total net assets 

Total liabilities and net assets 
See accoml.,anyillg lloles 

Combined VOAGNO CLC Tolal 

1,178,481 27,766 1,206,247 
409,015 427,299 7.407 836,314 7.407 416,422 427.299 843.721 1,594,903 455,(165 2,049,968 
3,448,076 22.306 (136,182) 3,311,894 22.306 3,470,382 (136,182) 3,334,200 

$ 5,065,285 $ 318,883 $ 5,384,168 
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cod ~ oLp,~t. co~Y ~o ~ /t:~ Report of Independent Auditors on Compliance With Laws and Regulations 

Tim Audit and Finance Committee Vohmteers of America of Greater New Orleans, lnc 

~ Phone: 504 581 4200 kid f~ CTJ (h U-~ 3>.rrI 

We have audited the combining financial statements of Volunteers of America of Greater New Orleans, Inc. and Community Living Centers, Inc. (collectively referred to as the Organization) as of and for the year ended June 30, 1996, and have issued our report Ihereol~ dated Seplember 25, 1996. 
We conducted our audit in accordance with generally accepted auditing standards and Government AudithTg 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. Compliance with laws, regulations, contracts, and grants applicable to the Organization is the responsibility of the Organization's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatemcnt, we performed tests of the Organization's compliance with certain provisions of laws, regula- tions, contracts, and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do 11o1 express such an opinion. The results of onr tests disclosed no instances of noncompliance that are required to be reported herein under Government Auditing Standards. This report is intended for the information of the audit and finance committee, the board c,f directors, management, and the cognizant and other federal agencies. However, this reporl is a matter of public record and its distribution is not limited. 
September 25, 1996 

D.~lease Date 



Volunteers of America of Greater New Orleans, Inc and Community Living Centers, Inc. 
Notes to Combining Financial Statements (continued) 

2. Signilicanl Accounting Policies (continued) Income Taxes 
VOAGNO is included in the group income tax exemption granted to VOA. Accordingly, the Organization is exempt from federal income taxes under Section 501 (a) of the Internal Revenue Code as a religious organization described in Section 501 (c)(3). The federal tax exemption also extends to state income taxes. 
Restrictive Covenants and Agreements The Federal Housing Administration (FHA) and the U. S. Department of Housing and Urban Development tHUD) exercise control over the apartment complexes operated by CLC through provisions of a regulatory agreement. The provisions of this agreement restrict CLC, without prior written approval from HUD, from encumbering, acquiring, altering or disposing of land, improvements and buildings; using the land, improvements and buildings for any purpose other than the use originally intended; engaging in any other business or activity; and disbursing funds lot payment of dividends, compensation to offi- cers or directors, or any purpose other than reasonable operating expenses. The agreement also stipulates that FIJA/HUD shall control the rental rates, rate of return on investment and method of operation. Restricted Fees and Grants 
The Organization reccives fees and grants from local, state and federal governmental agencies. The programs slmnsored by these agencies are subject to discretkmary audits by 1he granting agencies. There have been no audits by granting agencies in fiscal year 1996 and management does not anticipate any adjustment as a result of fi~ture audits. Any adjustment from an audit performed by a granting agency would flow through the com- hining financial statements during the year of the audit as a change in accounting estimate. Even though grants are restricted, grant agreements and contracts allow the Organization Io transfer surpluses to the current unrestricted fund at the end of each fiscal year. 

12 



Volunteers of America of Greater New Orleans, Inc and Conmmnity Living Centers, Inc. Combining Statement of Cash Flows Year ended June 30, 1996 
Operating activities Change in net assets Adjusln~ents to reconcile change in net assets to net cash provided by operating activities: Depreciation and amortization Gains on investments Gains on sales of assets Changes in operating assets and liabilities: Accounts and notes receivable Prepaid expenses Other assets Accounts payable Accrued expenses Olher current and noncurrent liabilities Net cash provided by operating activities Investing activities Proceeds from sale of investments Purchase of investments Proceeds from sale of property and equipment Purchases of property and equipment Increase in assets held for sale Amounts due from CLC (due to VOAGNO) Ncl cash provided by (used in) investing activities Financing activities Increase in bank overdraft Net iacrease in note payable Paymenls on mortgages and loans payable Net cash used in financing activities Net increase (decrease) in cash and cash equivalenks Cash and cash equivalents at beginning of year Cash and cash equivalenks at end of year 

Combined VOAGNO CLC Total 

Unencumbered cash and cash equivalents at end of year $ 41,533 $ 34,724 $ 76,257 Encumbered cash and cash equivalents at end of year - 10,982 10,982 
See accompanying notes 

$ 41,533 $ 45,706 $ 87,239 



Support Services Management Training Tota Malerlfity Case and and Community Program and 

See accompanying notes 

276,409 11,400,574 78.985 $ 11.479.559 



Volunteers of America of Greater New Orleans, lnc and Corrmmnity Living Centers, Inc. 
Combining Balance Sheet June 30, 1996 

Assets CHNen ( assets" Cash and cash exluivalents Accounts receivable, (less allowance for doubtful accounts of $70,492) Investments, al fair value Prepaid expenses Olher current assets: An)oul)ls due from CLC (due to VOAGNO) Assets held for sale 
Total ctlllen[ asscts 
Property and equipment: Land, buildings and improvements Furnishings and equipment 
Less accumulated depreciation and amortization Total properly and equipmenl 
Olher assets: Encutubered assets lnveslmenL~, at fair value Other: Notes receivable Amounts due from CLC (due to VOAGNO) Other 
Tola] olher assets Total assets 

Combined VOAGNO CLC Total 

2,588,654 (53,390) 2,535,264 
357,185 1.605.215 357,185 1,605.215 1,962,400 1,479,731 1,962,400 1,479.731 482,669 
1,412,083 407,794 405,827 -- 
26,606 35,763 113,683 

482.669 
1,819,877 405,827 
26.6()6 (35,763) 242 113.925 



Volunteers of America of Greater New Orleans, Inc and Community Living Centers, Inc. 

1. Organization 
Notes to Combining Financial Statements 

June 30,1996 
Volunteers of America of Greater New Orleans, Inc. (VOAGNO) is a not-for-profit Christian human services organization which provides social services within the Greater New Orleans and Southeast Louisiana areas. VOAGNO operates under a charter issued by Volunteers of America, Inc. (VOA), a national religious not-for-profit corporation, and is incorporated in the Stale of Louisiana. VOAGNO operates and maintains programs to meet a wide variety of needs for individu- als in VOAGNO's areas. The programs provide numerous social services including the following: ~ Adoption and maternity services ~ Case management services for individuals with mental illness ~ Cash management services for adults who are homeless with a mental iliness ~ Community correctional center for federal prisoners ~ Family preservation/in-home intervention services for abused and neglected elderly citizens ~ Group homes for adolescents who are emotionally disturbed, behaviorally disordered, or who are adjudicated ~ Men's rehabilitation center ~ Residential services ~ Thrift stores ~ Meals on wheels ~ Repairs on wheels ~ Respite crisis intervention for adolescents ~ Subsidized housing for families ~ Supported employment for individuals with developmental disabilities or mental illness ~ Therapeutic Foster Care Conmmoity Living Centers, Inc. (CLC) ks a not-for-profit corporation organized under the laws of the State of Louisiana and sponsored by VOAGNO. No capital stock is author- ized, issued, or outstanding. CLC was formed to acquire an interest in real property and to construct and operate thereon two six-unit apartment complexes under Section 202 of the National Housing Act in order to provide housing for persons developmentally disabled. CLC operates FHA Project No. (164-EH4136-WHC-L8-NP (see Restrictive Covenants and Agreements below). 



 

Volunteers of America of Greater New Orleans, Inc. and Community Living Centers, Inc. Notes Io Combining Financial Statements (continued) 
2. Significant Accounting Policies (continued) 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 amounts reported in the financial statements and accompanying notes. Actual results could differ from those estimates. 3. Encumbered Assets 
At June 30, 1996, anaounts included in encumbered assets were as follows: Combined VOAGNO CLC Total Cash and cash equivalents - $ 10,982 $ 10,982 Investments, at fair value 22,306 2,136 24,442 Property and equipment: Land, buildings and improvements 2,686,177 525,350 3,211,527 Fumishin,~s and equipment 201,700 - 201,700 2,887,877 525,350 3,413,227 Less accumulated depreciation and amortization 1,498,100 130,674 1,628,774 Total property and equipment 1,389,777 394,676 1,784,453 $ 1,412,083 $407,794 $1,819,877 



Volunteers of America of Greater New Orleans, lnc and Community Living Centers, lnc. Noles to Combining Financial Statements (continued) 
10. Contingencies The Organization is a defendant in various lawsuits. However, in the opinion of manage- menh the amount of potential loss, if any, will not materially impact these combining financial statements. 
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Vohmleers of America of Greater New Orleans, Inc and Community Li ving Centers, Inc. Notes Io Combining Financial Statements (continued) 
1. Organization (continued) Throughout the notes to the combining financial statements, VOAGNO and CLC will be collectively referred lo as the Organization. The financial statements of "qOAGNO and CLC have been combined as they are under common management. All significant inler- organization balance~s and transactions are elinfinated in the combined statements. 
2. Significant Accounting Policies In Jnne 1993, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 117 (SFAS 117), Financial Statements of Not-for-Profit Organizations, which established standards for reporting information in general purpose external financial statements issued by not-for-profit organizations, The Organization adopted the provisions of this standard in its 1996 financial statements and has restated its net asset balances as of June 30, 1995 to conform with the presentation requirements of SFAS 117. in addition to SFAS 117, the Organization follows the accounting and financial reporting guidelines set forth in the Audits of Voluntary Health and Welfare Organizations. Signifi- canl accounting policies are summarized below. Basis of Accounting "Fhc Organization prepares its financial statements on the accrual basis of accounting Revenues are recognized when earned and expenses are recognized when incurred. Cash Equivalents 
The Organization considers all highly liquid investments with a maturity of three months or less when purchased to be cash equivalents, unless held for reinvestment as part of the investment portfolio, pledged to secure loan agreements or otherwise encumbered. The carrying amount approximates fau value because of the short maturily of those ins~.~umen'ts. 
Investments Investments consist primarily of stocks, bonds and mutual funds. They are recorded at fair value based on quoted market prices for those or similar investments. 

1(1 



Volunleers of America of Greater New Orleans, Inc and Community Living Centers, lnc. Notes to Combining Financial Statements (continued) 
2. Significant Accounting Policies (continued) Encumbered Assets Encumbered assets represent the total of all assets encumbered by legal agreements or are otherwise unavailable for the general use of the organization. This category generally includes assets such as client/custodial funds, escrow/reserve funds, temporarily and per- manenfly restricted assets, and securities which are pledged and held by the lender as col- laleral for financing. 
Net Assets' The Organization classifies net assets into three categories: unrestricted, temporarily restricted and permanently restricted. All net assets are considered to be available for unrestricted use unless specifically restricted by the donor or by law. Temporarily restricted nel assets include contributions with temporary, donor-imposed time or purpose restrictions. Temporarily restricted net assels become unrestricted and are reported in the y;talemeut of activities as /)el assets released from restriction when the time restrictions expire or the contributions are used fur their restricted purpose. Permanently restricted net assels include contributions with donor-imposed restrictions requiring resources to be maintained in perpetuily, but permitting use of all or part of the investment income earned ,:m the conlributions. 
The Organization's unencumbered investments are the result of numerous contributions and donations received over many years. The Organization is not aware of any agreements :~upporting the nature and extent of any restrictions that may be placed on these monies. Accordingly, lhe Organization designates these monies as part of unrestricted net assets and considers all principal available for its general operations. AIlocation of Functional Expenses Program and support services expenses are specifically identified with or allocated to the Olganization's various functions. Expenses requiring allocation include salaries and rent and are prorated based on time spent or actual usage. 



Volunteers of America of Greater New Orleans, Inc and Community Living Centers, Inc. 

Balallec al beginning of year (Note 2) Pilot pc:liod adjustJnen( (Note 9) Balance at beginning of year as restated Change Jr| nel assets Ba]anee st[ cn0 of yeea 
See accompanying llotes 

Combining Statement of Net Assets 
Year ended June 30, 1996 
Temporaril) Unrestricted Restricted Pernmnently Total Restricted VOAGNO Coml)ined 

$ 3,456,480 $ -- $ 22,306 $3,478,786 $(126,580) $3,352,206 



Volunteers of America of Greater New Orleans, lnc and Comnmnity Living Centers, Inc. 
Notes to Combining Financial Statements (conlinued) 

4. lnvestmenls 
At June 30, 1996, the cost and fair value of investments were as follows 
Unencumbered: Common stocks Bonds Mutual funds 
Encumbered: Certificates of deposit 5. Mortgages, Loans and Note Payable 

Cost Market 

Mortgages, loans and note payable at June 30, 1996 consisted of the following VOAGNO: Mortgages payable to banks, prime and prime plus .5% maturing fiom 1997 to 1999, interest and principal paid in monthly installments Loans payable Io bank, 11.5% and prime plus .5%, maturing from 1997 to 1999, interest and principal paid in monthly installments Advances under a $500,000 line of credit bearing interest at the bank's prime rate and expiring in December 1996. 

Mortgage payable to HUD relating to two six-unit apartment complexes operated by CLC. The loan bears interest at 9.25% and is paid monthly. CLC has received permission from HUD to defer principal payment on this mortgage until CLC has repaid its note payable lo VOAGNO. (See Note 7.) 

$ 447,126 
154,982 333,626 935,734 526,719 $ 409,015 



Volunteers of America of Greater New Orleans, lnc and Community Living Centers, Inc. Notes to Combining Financial Statements (continued) 
2. Signiticant Accounting Policies (continued) Contributions Contributions are generally recorded only upon receipt, unless an unconditional prnmise to give has been received and confirmed. Unconditional promises to give that are expected to be collected in future ),ears are recorded at the present value of the amounts expected to be collected. Conditional promises to give are not included as support until such time as the conditions are substantially met. All contributions are considered to be available for nnreslricled use unless specifically restricted by the donor. Contributed Services 
The Organization recognizes contribution revenue for certain services received at the fair value of those services provided those services create or enhance nonfmancial assets or require specialized skills which are provided by individuals possessing those skills and would lypically need to be purchased if not provided by donation. Donated Merchandise VOAGNO operates salvage stores where donated merchandise is resold to the public. This merchandise is not assigned a value as there is no objective basis for determining the [air value of these items. Property attd Equipment 
Land, buildings and equipment purchased by tile Organization are recorded at cost. Dona- tions of property and equipment are recorded at their fair value at the date of gift. 
Depreciation and amortization is computed using the straight-line method based upon the following estimated useful lives: Furniture and equipment Transportation vehicles Buildings and improvements 

5 - 10 years 3 - 5 years 10 - 40 years 



Volunteers of America of Greater New Orleans, Inc and Community Living Centers, Inc. 
Notes to Combining Financial Statements (continued) 

5. Mortgages, Loans and Note Payable (continued) Mortgages, loans and note payable are collateralized by substantially all property and equipment owned by the Organization. In addition, CLC has assigned, pledged and morlgaged to HUD all of its rights to the income (approximately $89,(1(1(I in 1996) and any reimbursable costs which it may receive or be entitled to receive from the operation of its apartment complexes. The scheduled principal maturities of mortgages and loans payable are: $193,093 in 1997 $139,560 in 1998; $175,661 in 1999; and $93,794 in 2000. Interest expense related to mortgages, loans and note payable was $84,463 for the year ended June 30, 1996 and is included in occupancy expense. The prime rate at Juue 3(I, 1996 relating to the mortgages, loans and note payable above was 9%. 6. Leases 
VOAGNO has several operating leases for the rental of office space which are noneanccl- ;able over the next year. Rent expense incurred nnder these and other leases was approxi- mately $430,(1(10 for Ihe year ended June 30, 1996. The future minimum rental payments required on these noncancelable operating leases is $53,767 in fiscal year 1997. 
7. Employee Benefit Plans The Organization offers a Section 403(b) plan to all eligible nonministers. Nonministers are eligible to participate after completing 12 months of service. Under the terms of the plan, the Organization contributes 3% of yearly employee compensation and matches an additional 50% of employee contributions up to a total maximum contribution of 3.25% of yearly employee compensation. The Organization contributed approximately $96,110 to Ihe plan for the year ended June 3(I, 1996. 8. Related Party Transactions 
VOA provides administrative services to VOAGNO for a fee. Admhfistrative fees for the fiscal year ended June 30, 1996 totaled $276,409. Included in accounts payable were amounts due to VOA of $93,2(12 for unpaid administrative fees at June 30, 1996. 



Volunteers of America of Greater New Orleans, lnc and Community Living Centers, Inc. Notes to Combining Financial Statements (continued) 
8. Related Party Transactions (continued) VOAGNO pays the tenants' portion of the monthly CLC rein as determined by HUD in addition to providing the tenants of CLC other human care services. VOAGNO paid $17,624 to CLC which represents its portion of tenants' rent for the year ended June 30. 1996. CLC paid $8,493 to VOAGNO which represents reimbursement of 25% of the sala- ries and fringe benefils for two VOAGNO employees that managed the CLC apartment complexes for the year ended June 30, 1996. 
Amounts due from CLC include the following payable to VOAGNO which is due on demand and bears no interest: Working capital advance $ 38,968 Closing costs 40,000 $ 78,968 Amounts due from CLC also include a note payable to VOAGNO of $46,834 as of June 30, 1996 representing monies borrowed from VOAGNO to make repairs to the two six-unit aparUnent complexes operated by CLC. The note bears no interest in accordance with HUD requirements. CLC is scheduled to make payments of $5,109 per year through 20O4. VOAGNO has entered into au agreement with HUD to manage the two apartment com- plexes ol" CLC. Under the agreement, VOAGNO earns a management fee equal to 5% of the gross collectkms of CLC. For the year ended June 30, 1996, VOAGNO earned $4,704 under this agreement. Prior to July 1, 1993, VOA Housing Corporation managed the two apartment complexes of CLC and, as of June 30, 1996, $26,456 was included in accounts payable for management fees due to VOA Housing Corporation. 9. Prior Period Adjustment 
For the year ended June 30, 1995, VOAGNO incorrectly calculated the administrative fee due to VOA which resulted in an understatement of the previously reported deficiency of public support and revenue under expenses of $108,899. The effect of correcting this prior period error was to increase VOAGNO's liabilities and decrease its net assets as of June 3(1, 1995 by $1(18,899. 


