
Fil.~ CIAL COPY DO HOT SEND OUT (Xerox necesr, ary copies from thb.i COpy and PLp, CE BACK in FII.E) 
ST. TAMMANY ASSOCIATION FOR RETARDED CITIZENS, INC. FINANCIAL SI'ATI~1VIEJ~TS AND SUPPLEI',I ENTARY ] NFOD.J'~IATION FOR TJJE YEAI~ ENDED JUNE 30, 1997 

Jnaer provisions .of state law, ~llls report is a public: document A copy of the repod I,;:~, b~en submit- ted to the:: ~._~d!b.-':L ,>:. ;~,~.~:wed, entity and <;:i-m~ .~4:' :;~.~;;: ~;-:i,:-; 0u/9~ic official.,;. The report is " v~ii~hle for public i,'mpe;fieq al. the Baton Rouge oliice of the I_e.~!is~ative Audi- tor and, where appropriate, at the office of the plrish clerk of courL q~l~;,se Date ~C..TT [~ . 



INDEPENDENT AUDITORS" REPORT FINANCIAL STATEMENTS 
CONTENTS 

STATEMENrr OF FINANCIAL POSITION STATEMI-'NrF OF ACTIVITIES STATEMENT OF FUNCTIONAL EXPENSES STATEMENT OF CHANGES IN NET ASSETS STATEMENT OF CASll FLOWS NOTES TO FINANCIAL STATEMENTS SUPPLEMENTAL INFORMATION SCIIEDULE OF FEDERAL FINANCIAL ASSISTANCE SCttEDULE OF SUPPORT, REVENUES, AN[) EXPENSES BY PROGRAM AND SUPPORTING SERVICES SCttEDULE OF SUPPORTING SERVICES ALLOCATED TO PROGRAMS OTHER INDEPENDENT AUDITORS' REPORTS INrI'ERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITtt GOVERNMENT AUDITING STANDAP.DS COMPLIANCE BASED ON AN AUDIT (IF ]BASIC FINANCIAL STATEMENTS PERFORN~ED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS AND OMI3 CIRCULAR A-133 INTERNAL CONTROL STRUCTURE USED IN ACCORDANCE WITH OMB CIRCULAR A-133 COMPLIANCE WITH GENERAL REQUIREMENVl'S APPLICABLE TO MAJOR FEDEt~M, ASSISTANCE PROGRAMS COMPLIANCE WITH SPECIFIC REQUIREIdBNTS APPLICABLE TO MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NON-MAJOR FEDERAl. FINANCIAL ASSISTANCE PROGI~dVI TRANSACTIONS SCtiEDULE OF QUESTIONED COSTS 

PAGE 3 
7 8 9 I0 11 
20 21 
22 

27 



Sieven A. Skarda, C.]:A. 4990 Highway 22 Mandeville, LA 70471 Ollice: (504)845-8223 Fax; (504) 845-0888 
INDEPENDENT AUI)ITORS' REPORT 

Board of Directors St. Tammany Association for Retarded Citizens, Inc Slidell, Louisiana 

Brent A. Silva, (}'~ 20"1 Holiday BJvd. Sle J 75 Covington, LA 70133 Office: (504) 893 7121 Fax: (504) 893 ;,:~f,6 

We :have audited the accompanying statement of financial position of St. Tammany Association for Retarded Citizens, Inc. ( a Louisiana corporation, not for profit) as of June 30, 1997, and the related statements of activities; functional expenses; changes in net assets; and cash flows for the year then ended. These financial statements are the responsibility of the Association's management. Our responsibility is to express all opinion on these financial statements based on our audit. The financial statements of the Association as of June 30, 1996, were audited by another auditor' whose opinion dated November 16, 1996, on those statements was unqualified. We conducted our audit in accordance with generally accepted auditing standards; the standards for financial audits contained in Govenlmental_ Atlditing Standards, issued by the Comptroller Gcneral of the United States; and the provisions of the Office of Management and Budget (OMB) Circular A-133, Audit& of Institutions of ]_ljgl3.eg Education and Other _Nonprofit Institutions. Those standards and OMB Circular A-133 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 tile financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of St:. Tammany Association for Retarded Citizens, Inc. as of June 30, 1997, and the results of its operations and its cash flows for the year then ended, in confonnity with generally accepted accounting principles. In accordance with _Qovernmental Auditing__Sla_nda~'_ds, we have also issued a report dated September 9, 1997 on our consideration of St. Tammany Association for Retarded Citizens, Inc. taken as a whole. 

SKARDA &: SILVA, L.L.]P. CERTIFIED PUB/.IC ACCOUNTANTS 



Our audit was made for the purpose of forming an ()pinion on the basic financial statments of St. Tammany Association for Retarded Citizens, Inc. taken as a whole. The accompanying schedules of federal financial assistance; activities and functional expenses by programs and supporting services; and supporting services allocaled to programs for the year ended June 30, 1997 are presented for purposes of additional analysis and are not a required part of the basic finan,zial statements. The information in those schedules have been subjected to the procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statcments taken as a whole. 
September 9, 1997 



Current Assets 

St. Tammany Association for Retarded Citizens, Inc. Statement of Financial Position June 30,1997 

Cash and cash equivalents Receivables Grants Accounts 1'1 epakt expenses 
Property and Equipment 
Buildings Furniture and equipment Vehicles; Leasehold improvements Less accumulated depreciation 
Land 
Other Assets 

Assets 

Refundable deposits Community home bed allocation net of accumulated amortization of $28,750 

Total assels 
The accompanying notes are an integral part of this statement 

$ 239,962 
218,400 10,966 9,882 
479.210 
342,492 152,026 119,412 104,106 (228,650) 489,386 75.326 564,712 
2,350 
56.250 
58.600 



Current Liabilities 

St. Tammany Association for Retarded Citizens, Inc. Statement of Finaucial Position June 30,1997 
Liabilities and Net Assets 

Accounl s payable Accrued salaries and wages Accrued payroll taxes Accumulated sick leave Cnrrelll maturities of long-term debt Current maturities of capital lease obligation 
Long-Term Liabilities 
Long-term debt, net of current maturities Capital lease obligation, net of current maturities 

Net Assets, as restated 
Unrestricted Temporarily restricted Permanently restricted 

Total liabilities and net assets 

$ 18,457 48,470 9,337 23,746 15,434 5,255 
120,699 
162,625 34,500 
197,125 

643,475 22,033 119.190 
784.698 
$ 1,102,522 

Tile accompanying notes are an integral part of tiffs statement 



 



 



St. Tammany Association for Retarded Citizens, Inc. Statement of Cash Flows June 30, 1997 
CASII FLOWS FROM OPERAT/NG ACT1VITIES Change in net assets Adjustments to reconcile change in net assets to net cash provided by operating aclivities Depreciation and amortization (Gain) loss on sale of property and equipment (Increase) decrease in operating assets Accounts receivable Prepaid expenses Deposits Increase (decrease) in operating liabilities Accounts payable Accrued salaries and wages Net cash provided by (used in) operating activities CASII FLOWS FROM INVESTING ACTIVITIES Purchases of property and equipment Proceeds fi-om sale of property and equipment Net cash provided by (used in) investing activities CASIt FLOWS FROM FINANCING ACTIVITIES ]'roceeds from long-term debt Principal payments on capital lease obligations Principal payments on long-term debt Net cash provided by (used in) financing activities Net increase (decrease) in cash and cash equivalents Cash - beginning of year 
Cash - end of year 

(80,884) 
70,025 (716) 
54,199 21,067 (2,05O) 
16,949 10.393 66,953 
(68,204) 18,622 (49,582) 
(4,798) (34,628) (39,426) 

The accompanying notes are an iategral part of this statement 
(22,055) 262,017 
$ 239,962 



St, Tammany Association for Retarded Citizens, Inc. Notes To Financial Statements 
NOTE A - SU/~vIARY OF SIGNIFICANT ACCOUNTING POLICIES Nature of Organization St. Tammany Association for Retarded Citizens, Inc. 0he "Association") was incorporated on March 9, 1988. The Association provides day care services, work training services, case management, and residential housing for retarded citizens of St. Tammany Parish. 
SSet The Association records noncash donations as contributions at its estimated fair value at the date of donation. The Association recognizes donated services, if significant in amount, that create or enhance non-financial assets or that require specialized skills, are provided by individuals possessing those skills, and would typically need to be purchased if not provided by donation. rooertv and EouiDnlen 
Property and equipment are recorded at cost. Acquisitions of properly and equipment are made with unrestricted assets. Depreciation is provided over the estimated useful lives of the respective, assets, approximately five to ten years, on a straight-line basis. 



St. Tammany Association for" Retarded Citizens, lilt:. Notes To Financial Statements 
NOTE A - SUMIvlARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) estricted and Unrestricted Revenue and StmDort Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support, depending on the existe.nce and/or nature of any donor restrictions. Support that is restricted by tile donor is reported as an increase in unrestricted net assets if the restrictions expires in the reporting period in which the support is recognized. All other donor restricted support is reported as an increase in temporarily or permanently ieslricted net assets, depending on the nature of the restriction. When a restriction expires (that is, when a slipulated time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. Federal grant awards are classified as refundable advances until expended for the purposes of the grants since they are conditional promises to give. 
Funetional Expense Allocation Functional e.xpenses are allocated among the various program services, general and administrative, fundraising categories based on actual use ofmanagement's best estimate. 
Cash and Cash Equivalents For purposes of tire statement of cash flows, the Association considers all unrestricted highly liquid debt instruments purchased with an initial maturity of three months or less to be cash equivalents. 
Use of Estimates in the Preparation of Financial Statements The preparation of the Association's financial statements, in conformity with generally accepted accounting principles, requires management to make estimates and assumptions that affect reported amounts of assets and liabilities as of June 30, 1997. Adjustments to the reported amounts of assets and liabilities may be necessary in the future to the extent that future estimates or actual results are different from the estimates used in 1997 financial statements. 



St:. Tammany Association for Retarded Citizens, Inc'.. Notes To Financial Statements 
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) Financial Statement Presentation In 1997, the Association adopted Stalement of Financial Accounting Standards (SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations." Under SFAS No. 117, tile Association is required the report information regarding its financial position and activities according to three classes &net assets: unrestricted, temporarily restricted and permanently restricted. In addition, the Association is required to present a statement of cash flows. As required by tile new statement, the Association has discontinued their use of fund accounting and have, accordingly, reclassified their financial statements to present net assets. This reclassification had no effect on the change in net as,;ets for 1997. 
Contributions Tile Association also adopted SFAS No. 116, "Accounting for Contributions Received and Contributions Made" in 1997. In accordance with SFAS No. 116 contributions received are recorded as unrestricted, temporarily unrestricted, or permanently restricted support depending on the existence and/or nature of any donor restrictions. The Association's contributions received are considered unrestricted in nature. A cumulative effect adjustment of net assets as of June 30, 1996, is not required. NOTE B - COMMUNITY BED ALLOCATION The intangible asset created by the purchase of eommunity bed allocations is being amortized over ten years using the straight line method. 
NOTE C - CONCENTRATIONS OF CREDIT RISK ARISING FROM (:'.ASH DEPOSITS 1N EXC, ESS OF INSURED LIMITS The Association maintains its cash balances in one financial institution located in Slidell, Louisiana. The balances are insured by the Federal Deposit Insurance Corporation up to $100,000. The Association's uninsured cash balances at June 30, 1997 total $139,962. 



St. Tammany Association for Retarded Citizens, Inc. Notes to Financial Statements 
NOTE D - FAIR VALUES OF FINANCIAL INSTRUMENTS 
The estimated fair values of the Association's financial instruments are as follows 
Cash and cash equivalents Long-term debl 

Carrying Amount 
$ 239,962 $ 193,796 

Fair Value $ 239,962 $ 193,796 
The following melhods and assumptions were used to estimate the fair value of each class of financial instrmnenls: Cash and cash equivalents - the carrying amount approximates fair value because of the sho:, maturities of those investments. 
Long-term deb! - the fair values of long-term debt are based on quoted market prices for the same or similar issues or on the current rates offered to the Association for debt of the same remaining maturities. 
NOTE E - CAPITA[, LEASE OBLIGATIONS 
The following is an analysis &the leased property under capital lease by major classes at June 30 1997: 
Building and improvements Less: accunmlated amortization $ 76,861 23~634 $ 53_227 



SL Tammany Associa|ion for Retarded Citizens, Inc. Notes lo Financial Statemenls 
NOTE E - CAPITAL LEASE OBLIGATIONS (continued) 
"fhe following is a schedule by years of fi~ture nfinimum lease payments under the capital lease together with the present value of the net minimum lease payments as of June 30, 1997: Year ending June 30, 1998 1999 2000 2001 2002 2003 and thereafter Total minimum payments required 
Less: Amount representing interest Present value of net mi~fimum lease payments 
The amount necessary to reduce net minimum lease pasanents to present value is calculated at the Association's incremental borrowing rate at the inception of the lease. 

$ 9,00 9,00 9,00 9,00 9,00 8~25 53,25 13~495 $39,75.q 



St. Tammany Association for Retarded Citizens, Inc. Notes to Financial Statements 
NOTE F - NOTES PAYABLE Notes payable consist of the following at June 30, 1997 Mortgage note dated January 12, 1996, payable to a bank in 180 monthly installments of $732 consisting of principal and interest accruing at a rate of 10.0% through January 12, 2010. This note is collateralized by land and buildings. 
Note dated December 22, 1994, payable to an employee in monthly instalhnents of $940 consisting of principal and interest accruing at a rate of 8% through I)ecember 22, 1997. This note is unsecured. 
Mortgage note dated Jmauazy 12, 1996, payable Io a bank in 180 monthly installments of $928 consisting of principal and interest accruing at a rate 1(I.0% through January 12, 2010. This note is collateralized by land and buildings. 
Note dated August 30, 1995, payable to a credit company in monthly installments of $380 consisting of principal and interest accruing at a rate of 14.0% through September 1, 1997. This note is collateralized equipment used in a coffee progrmn. 
Note dated November 7, 1995, payable to AT&T in monthly installments of $545 consisting of principal and interest accruing at a rate of 16.0% through July 1, 2000. Thisnoteis collateralized byatelepbone system. 
Note dated May 29, 1996 payable on demand, but no later than June 1, 1999 to GNO Foundation. This note is collateralized by a commercial washer and dryer. 



St. Tammany Association for Retarded Citizens, Inc. Notes to Financial Statements 
NOTE F - NOTES PAYABLE - (continued) Interest expense on notes payable for tile year ending June 30, 1997, was $23,983 
Maturities are as fffilows 1998 1999 2000 2001 2002 2003 andthereafler Totalmininmm pa~nenlsrequired Current portion Noncurrent portion 
NOTE G - OPEIL~TING LEASE OBLIGATIONS 

$15,434 16,305 7,274 8,257 9,121 121,688 $178,059 
$15,434 162L625 $178_059 

The Association conducts a portion of its operations in leased facilities. The leases are classified as operating le,~ses. The following is a schedule by years of minimum rental payments under such operating leases: Y~trendingJune30, 1998 1999 2000 2001 2002 2003andthereafter Total mimmum paymentsrequired 

$ 28,950 28,95(I 28,95(I 28,950 28,950 2,572.650 $2.717.400 
Rent expense for such leased facilities during the ),ear ended June 30, 1997, was $29,400 



St. Tammany Associalion for Retarded Citizens, Inc. Notes to Financial Statements 
NOTE G - OPERATING LEASE OBLIGATIONS (continued) 

Year ending June 30, 1998 1999 2000 2001 Totalminimun~paymcntsrequired 
$19,51:> 19,14( 19,14( 4,785 ~L52~ Rent expense for suchleased equipment and vehicles during the year ended June 30, 1997, was $47,801. 

NOTE H - PROGRAM GRANTS Tile Association was orga~fized to promote the general welfare of the mentally retarded, to foster the development of programs in their behalf, to advise and aid parents in the solution of mentally retarded problems, and to coordinate their efforts and activities. To help meet these objectives, the A~sociation maintains and operates a training facilily for persons with mental retardation. A substantial portion of the Association's support and revenue is derived from restricted grants for the various programs conducted. The grants are approved on a year-to-year basis and generally apply for "the period July 1 through June 30. Any unexpended grant funds, or unauthorized expenditures charged against the progrmns, nmst be refunded. NOTE I - UNITED WAY ALLOCATION/DESIGNATION The Association participates in the United Way For The C~eater New Orleans Area allocation and designation of funds process. To pmticipate in the allocation and designation of funds, certain restrictions were placed on the Association's ability to conduct certain fund raising activities or otherwise solicit cxmtributions. The United Way's allocation/designation to the Association for the year ended June 30, 1997, was $81,104. 



St. Tammany Association for Retarded Citizens, Inc. Notes to Financial Statements 
NOTE J - RESTRICTED CASH At June 30, 1997, the Association has restricted cash of $16,052. The use of these funds is restricted by donors. 
NOTE K - FUND RAISING REVENUES Fund raising revenues are presented at gross, with related expenses presented separately in the accompanying financial statements. Net fired raisin~, income for the period ending June 30, 1997, is $22,362. NOTE L - THIRD PAR'FY I~.EVENUES 
A substantial share of contract revenues for services to client is derived under federal and state third-party reimbursement progranas. These revenues are based, in part, on cost reimbursement principles and are subject to audit and retroactive adjustment by the respective third-party providers. Retroactive adjustments, if any, would not be material to the financial position or results of operations of the Association. 
NOTE M - CONTINGENCIES The Association entered into two line of credit a~,reements with a local bank in November, 1995. Each line is $40,000, payable at a rate of 9.5% and is secured by property. Any outstanding balance is due May, 1998. The outstanding balance of both lines at June 30, 1997, was zero. 
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S'teven A. Skarda, C.P.A. 4990 Highway 22 Mandeville, LA 70471 Office: (504)845-8223 Fax: (504) 845-0888 
Brent A. Silva, (I!A. 201 Holiday Blvd. Stc 175 Covington, LA 7(.133 Office: (504) 893.2121 Fax: (504) 893 2058 

INDEPENDENT AUDITORS' REPORT ON INTFRNAL CONTROL STRUCTURE BASEl) ON AUDIT OF BASIC FINANCIAL STATEMENT PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS AND OFFICE OF MANAGEMENT AND BUDGET (O]MB) CIRCULAR A-133 
Board of Directors St. Tammany Association for Retarded Citizens, lnc Slide]l, Louisiana We have audited the financial statements of St. Tanmmny Association for Retarded Citizens, Inc. as of and for tim year ended June 30, 1997, and have issued our report thereon dated September 9, 1997. 
We conducted our audit in accordance with generally accepted auditing standards; the standards for financial audits contained in Government Auditing Sta_n__dards, issued by the Comptroller General of the United States; and the provisions of Office of Management and Budget (OMB) Circular A-133, Audlt3 of Institutions of Hi~her Education and Other Nonprofit Institutions. Those standards and OMB Circular A-133, require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The management of St. Tanunany Association tbr Retarded Citizens, Inc. is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide naanagement with reasonable, but not absolute, assurance that the assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in m~y intenml control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation ofpoficies and procedures may deteriorate. 
In planning mad performing our audit of the financial statements of St. Tanunany Association for Retarded Citizens, Inc. tbr the year ended June 30, 1997, we obtained an understanding of the internal control structure. 

SKARDA & SILVA, L.L.P. CERTIFIED PUBLIC ACCOUNTANTS 



With respect to the internal control structure, 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 financial statements and not to provide an opinion on lhe internal control structure. Accordingly, we do not express such an opinion. Our consideration of'the internal control structure would not necessarily disclose all matters in tire internal control structure that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a eondition in which the design or operation of the specific internal control structure elements does not reduce to a relatively low level, the risk that errors or irregularities in amounts that would be material in relation to the financial statements being atldited may occur and not be detecled within a timely period by employees in the normal course of perfonning their assigned fimctions. We noted no matters invoMng the internal control structure and its operations that we consider to be material weaknesses as defined above. This report is intended for the infonnatlon of the finance conunittee, management, the Department of Heall.h and Human Services, the Department of Transportation, the United Way, and the Louisiana Legislative Auditor. Itowever, this report is a matter of public record, and its distribution is not limited. 
September 9, 1997 S'. , 



S'teven A. Skarda, C.P.A. 4990 Highway 22 Mandeville, LA 70471 Office: (504)845-8223 Fax: (504) 845-0888 
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Brent A. Silva, C.P.A 201 Holiday Blvd. Ste 175 Covinglon, LA 7(-~33 Office: (504) 893.2, 121 Fax: (504) 893.20!,(i 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF BASIC FINANCIAL STATES~ENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS AND OFFICE OF MANAGEMENT AND BUDGET (OMB) CIRCULAR A-133 
Board of Directors St, Tammany Association for Retarded Citizens, Inc Slidell, Louisiana 
We have audited the financial statements of St. Tanmt~my Association for Retarded Citizens, Inc. as of and for the year ended June 30, 1997, and have issued our report thereon dated September 9, 1997. We conducted our audit in accordance with generally accepted auditing standards; the standards for financial audits contained in Government Auditin~,~ SL'~ndards, issued by the Comptroller General of the United States; and the provisions of Office of Management and Budget (OMB) Circular A-133 Audits of In_stitutions of Hi~.ber Education and Other Nonorofit Institutions. Those standards and OMB Circular A-133, require that we plan and perform the audit to obtain reasunable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts and grants applicable to St. Tammany Association for Retarded Citizens, Inc. is the responsibility of management. As part of obtaining reasonable assurance about whether the financial statements are fi'ee of material misstatement, we performed tests of St Tammany Association fox" Retarded Citizens, Inc.'s compliance with certain provisions of laws, regulations, 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 not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported herein under Government Auditln~ Standards. 

September 9, 1997 
SKARDA & SILVA, L.L.P. CERTIFIED PUBLIC ACCOUNTANTS 



S~teven A. Skarda, (LEA. 4990 Highway 22 Mandeville, LA 70471 Office: (504)845-8223 Fax: (504) 845-0888 
Brent A. Silva, ( P.A. 201 Holiday Blvd. Ste 175 Covington, LA ?(,,133 Office: (504) 893 7121 Fax: (504) 8932056 

INDEPENDENT AUDITO1LS' REPORT ON INTERNAL CONTROL STRUCTURE USED IN ACCORDANCE WITH OFFICE OF MANAGMENT AND BUDGET (OMB) CIRCUI~R .4,-133 
Board of Directors St. Tammany Association for Retarded Citizens, Inc Slidell, Louisiana We have audited the financial statements of St. Tamnaany Association for Retarded Citizens, lnc. as of and for the year ended June 30, 1997, and have issued our report thereon dated September 9, 1997. We have also audited St. Tanmmny Association tbr Retarded Citizens, lnc.'s compliance with requirements applicable to major federal programs and have issued our report thereon dated September 9, 1997. We conducted our andits in accordance with generally accepted auditing standards; the standards for financial audits contained in Government Aoditir!g St_a_ndards, issued by the Comptroller General of the United States; and the provisions of OMce of Management and Budget (OMB) Circular A-133, A~di~s n nprofit Institutions. Those standards and OMB Circular A-133, require that we plan and pcr]'orln the audit to obtain reasonable assurance about whether the financial statements are fiee of material misstatement and about whether St. Tammany Association for Retarded Citizens, Inc. complied with laws and regulations, compliance with which would be material to a major federal program. In planning and performing our audit for the year ended June 30, 1997, we considered the Association's internal control structure in order to detezmine our auditing procedures for the purpose of expressing our opirfions on the Association's financial statements and on its compliance with requirements applicable to major programs and to report on the internal control structure in accordance with OMB Circular A-.133. Tiffs report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. We have addressed policies and procedures relevant to our audit of the financial statements in a separate report dated September 9, 1997. 

SKARDA & SILVA, L.L.]i). CERTIFIED PUBLIC ACCOUNTANTS 



The management of St. Tamanany Association for Retarded Citizens, Inc. is responsible for establishing and maintaining an internal control structure. In fulfilling that responsibility, estimates and judgments by management are required to assess tile expected benefits and related costs of control procedures. Tile objectives of an inter~lal control structure used in administering federal financial assistance programs are to provide management with reasonable, but not absolute, assurance that, with respect to federal financial assistance progranls, resource use is consistent with laws, regulations, and policies; assets are safeguarded against loss fiom unauthorized use or disposition, that transactions are executed in accordance with management's authorization and recorded properly to pennit the preparation of financial statements in accordance with generally accepted accounting principles. 
Because of inherent limitations in any internal control structure, errors, i~xegularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the structure of future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 
For the puqloses of this report, we have classified the significant internal control structure policies and procedules used in administering federal financial assistance programs in the following categories: cash receipts, cash disbursements, payroll, accounts receivable, accounts payable, property and equipment, general ledger, nonfederal share, political activity, civil rights, cash management, federal financial repo;ts, allowable costs, dmg-fi-ee work place, administrative requirements, eligibility, reporting, financial reports, claims for advances and reimbursements, and special requirements. For all of the internal control structure categories listed above,, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended June 30, 1997, St. Tammany Association for Retarded Citizens, Inc. expended 100 percent of ils total federal financial assistance under major federal financial assistance progrmns. We perfoi~ned tests of controls, as required by OMB Circular A-133 to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we considered relevant to preventing or detecting material noncompliance with grant requirements that are applicable to the Association's major progran~, which is identified in the accompanying schedule of federal financial assistance, Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. 



Our consideration of the internal control structure policies and procedures used in administering federal awards would not necessarily disclose all matters in the internal control structure that might constitute matcrial weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in wlfich the design or operation of one or more of the internal control structure dements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal awards program may occur and not be detected within a timely period by employees in the nonnal course of performing their assigned functions. We noted no matters involving the internal control structure and its operations thai we consider to be mateiqial weaknesses as defined above. This repot1 is inteuded for the infonnatlon of management, and the Department ofltealth and Iiuman Services, the Department of Transportation, the United Way, and the Louisiana Legislative Auditor. ] lowever, this re.port is a mallet of public record and its distribulion is not limited. 

September 9, 1997 



S'teven A. Skarda, ('.]:A. 4990 Highway 22 Mandeville, LA 70471 Office: (504)845-8223 Fax: (504) 845-0888 
Brent A. Silva, (" t'.A. 201 Holiday Blvd. St(, 175 Covington, LA 7(~433 Office: (504) 893.7121 Fax: (504) 893.;-'05(i 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITIt GENERAL REQUIREMENTS APPLICABLE TO FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
Board of Directors St. Tarmnany Association for Retarded Citizens, lnc Slidell, Louisiana We have audited file financial statements of St. Tammany Association for Retarded Citizens, Inc. as of and for the year ended June 30, 1997, and have issued our report thereon dated September 9, 1997. We have applied procedures to test St. Tammany Association for Retarded Citizens, Inc.'s compliance with the following requirements applicable to its federal programs, which are identified in the schedule of federal financial assistance for the year ended June 30, 1997. For the purpose of this report we have classified the general requirements applicable to St. Tamnrany Association for Retarded Citizens, Inc.'s major federal financial assistance programs as political activity, civil rights, cash management, allowable costs, drug-fiee work place, administrative requirements, and federal financial reports. 
Our procedures were limited to the applicable procedures described in the Office of Management and Budget's Complianc_ e_SSu~plement for Audits of Institutions of Higher Learning and Other Non-Profit Institutions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on St. Tammany Association for Retarded Citizens, Inc.'s compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, tile results of our procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to items not tested, nothing canae to our attention that caused us to believe that St. Tanunany Association for Retarded Citizens, Inc. has not complied, in all material respects, with those requirements. This report is intended for the information of the finance committee, mmlagement, the Department of Health and Human Services, the Department of Transportation, the United Way, and the Louisiama Legislative Auditor. However, this report is a matter of public record and its distribution is not limited 
September 9, 1997 

SKARDA & SILVA, LL.P. CERTIFIED PUBLIC ACCOUNTANTS 



~teven A. Skarda, C.P.A 4990 Highway 22 Mandeville, LA 70471 Office: (504)845-8223 Fax: (504) 845-0888 
BrentA. Silva, ( I!A. 201 Holiday Blvd. St(, 175 Covington, LA 7(,433 Office: (504)893:121 Fax: (504) 893 2056 

INDEPENDENT AUDITO1L~;' REPORT ON COMPLIANCE WITH SPECIFIC REQUI REI~IENTS APPLICABLE TO MAJOR FEDERAl. FINANCIAL ASSISTANCE PROGRAMS 
Board &Directors St. Tammany Association for Retarded Citizens, Inc Slidell, Louisiarm 
We have audited the financial statements of St. TaJnmany Association for Retarded Citizens, Inc. as of and for the year ended June 30, 1997, and have issued our report thereon dated September 9, 1997. We have also audited St. Tatmnany Association for Retarded Citizens, Inc.'s compliance with the requirements governing types of services allowed or unallowed; eligibility; matching, level of effort, or earmarking; reporting; cost allocation; claims for advances and reimbursements; amounts claimed or used for matching; and other special tests and provisions that are applicable to its major federal financial assistance programs which are identified in the schedule of federal financial assistance, for the year ended June 30, 1997. The management of St. Tammany Association for Retarded Citizens, Inc. is responsible for the Association's compliance with those requirements. Our responsibility is to express an opinion on compliance with those requiremenls based on our audit. We conducted our audit in accordance with [,enerally accepted auditing standards; the standards for financial audits eontalned in Government Auditing St_a_ndards, issued by the comptroller General of the Uniled States; and the provisions of Office of Management and Budget (OMB) Circular .4.-133, Audits of Instilutions of Hiuher Education and Other Nonnrofit Institutions. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to above occurred. An audit includes exarnir, ing, on a test basis, evidence of St. Tanunany Association for Re, tarded Citizens, Inc.'s compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. 

SKARDA & SILVA, L.L.P. CERTIFIED PUBLIC ACCOUNTANTS 



In our opinion, St. Tammany Association for Retarded Citizens, Inc. complied, in all material respects, with the requirements governing types of services allowed or unallowed; eligibility; matctfing, level or effoit, earmarking; reporting; cost allocation; monitoring sub-recipients; claims for advances and reimbursements; amounts claimed or used for matching; and special tests that are applicable to its major federal financial assistance progreans for lhe year ended June 30, 1997. This report is intended for the informalion of management, the Department of Itealth and Human Se~'vices, the Department of "l'ranspol~.aiion, the Uniled Way, and the Louisiana Legislative Auditor. This restriction is not inlended to limit the distribution of this repoil which is a mailer of public record f/e~~" / ~ 



gtcven A. Skarda, C.P.A. 4990 Highway 22 Mandeville, LA 70471 Office: (504)845-8223 Fax: (504) 848-0888 
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l~rent A. Silva, (P.A. 201 Holiday Blvd. SR 175 Covington, LA 70,133 Office: (504)893 ;'121 Fax: (504) 893 ;'055 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NONMAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
Board of Dkectors St. Tammany Association for Retarded Cilizens, Ine Sfidell, Louisiana We have audited the financial statements of St. Tannnany Association for Retarded Citizens, Inc. as of and for the year ended June 30, 1997, and have issued our report thereon dated September 9, 1997. In connection with our audit of the financial statements of St. Tammany Association for Retarded Citizens, Inc. and with our consideration of St. Tammany Association for Retarded Citizens, Inc.'s internal control structure used to administer federal financial assistance programs, as required by the provisions of Office of Mianagement and Budget (OMB) Circular A-133, _A.udits of lnstitution~.9_f ~3er Education and Other Non-Profit Ol~ganizations, we selected certain transactions applicable to certain non-major federal financial assistance programs for the year ended June 30, 199% As required by OMB Circular A-133, we performed auditing procedures to test compliance with the requirements governing eligibility, reporting, financial reports, claims for advances and reimbursements, and special requirements. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on St. Tanunany Association for Retarded Citizens, Inc.'s compliance with these requirements. Accordingly, we do not express such an opinion. With respect to the items tested, the results ot' our procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that St. Tammany Association for Retarded Citizens, Inc. had not complied, in all material respects, with those requirements. 

SKARDA & SILVA, L.L.P. CERTIFIED PUBLIC ACCOUNTANTS 

Health and Human Legislative Auditor. 



St. Tammany Assoeiatlon for Retarded Citizens, ]inc. Schedule of Questioned Costs June 30, 1997 

WE NOTED NO QUESTIONED COSTS FOR THE YEAR ENDED JUNE 30, 1997 



 



S(even A. Skarda, C.P.A. 4990 Highway 22 Mandeville, tA 70471 Office: (504)845-8223 Fax: (504) 8,~5-0888 
,'~ptember 29, 1997 
To the Finance Committee St. Tanmmny Association for Retarded Citizens, Inc ])carS#s: 

Brent A. Silva, (t'A. 201 Holiday Blvd. St~ 175 Covington, LA 7(,433 Office: (504) 893 ;'121 Fax: (504) 893 ;'L'Lq6 

]~n connection with our audit of the financial stalcments of St. Tammany Association for Retarded Citizens, Ine. for the year ended June 30, 1997, we are submitting the accompanying recommendations designed to help you improve internal accounting controls and achieve operational efficiencies for your consideration. Our comments reflect our desire to be of continuing assistance to management. Since the comments and observations contained in this report are a by-product of the audit of financial statements, the cost justification and other aspects of our suggestions have not been tully evaluated; these evaluations should be made by management. Therefore, we recognize that, after consideration, certain suggestions and recommendations may not be practical to implement. Our comments deal exclusively with operational, accounting and recordkeeping systems and procedures, and should not be regarded as reflecting on the integrity or capabilities of anyone in your organization. Also, our comments have been restricted to weaknesses noted and suggested means of improvements and are not intended as a connncntary on the various favorable aspects of the Association's procedures. We appreciate the cooperation we have received flora your personnel in connection with developing these r~lnm~nrl~l|~ne We appreciate the opportani|y to have been of service to you and the Association. Should you have any questions about our recommendations, this letter, or olhcr matters, please contact us at your convenience Very truly yours, 
.4,//. /, 

SKARDA & SILVA, L.L.]I?'. CERTIFIED PUBLIC ACCOUNTANTS 



ST, TAMMANY ASSOCIATION FOR RETARDED CITIZENS, INC. REPORT I'O MANAGEMENT INDFX 
]. Cash In Excess Of Federal Deposit Insurance Corporation (FDIC) Insurable Limit Should Be Monitored and Steps Taken To Minimize Risk 
2. A Deficit Should Not 13e Budgeted For Tile l"iscal Year 
3. The Finance Committee Should Be Ploperly Utilized 
4. Formalize hlformation Related To Cash Management 
5. The Association Should Reconsider Its Financial Strategies 
6. A Section 125 (A) "Cafeteria" Plan Should Be Considered 

2 
2 



ST. TAMMANY ASSOCIATION FOR RETARDED CITIZENS, INC. REPORT TO MANAGEMENT 
I. Cash In Excess Of Federal Der, osit Insurance Comomtiml (F'DIC) Limit Should Be Monitored And StePs Taken To Minimize Risk Tile Association maintains its cash balances at one financial institution in Slidell, Louisiana. Tile cash balances arc insured by the FDIC up to $100,000. The cesh balances in excess of the insured limit at June 30, 1997, tohnled $132,962. Tile managemela of tllc Association should monitor the cash balances on a monthly basis and establish procedures to minimize the risk of uninsured cash balances. 
2. A Deficit Shotdd Not Be Bud~.eted For The Fiscal Ye The budget for the fiscal year ended June 30, 1997 and 1998 reflect a deficit of revenues over expenses. A budgeted deficit does not provide the information necessary for management, the finance committee, and the board of directors to evaluate and make proper decisions on reducing costs or ways to increase revenue. We recommend that the budget for the fiscal year reflect at a minimum a "break-even", which will provide the Association with tile financial information to assess the "shortfalls" and areas to increase productivity. Also, a budget message should be provided to the finance conmtittce, and tile board of directors to provide a brief synopsis of the assmnptions used in formulating the budget for the upcoming fiseal year. 
3. Tile Finance Committee Should Be ProDerlv Utilize There is growing acceptance and endorscmenl of finance committees by management and regulatory agencies. This aeceptance is due to a number of emerging factors. Several of the factors cited are: increased complexity of not-for-profit institutions, a tl'cnd toward litigation resulting from actions by both directors and management, and finally, broader responsibililies placed on diroctors and management as a result of the Foreign Corrupt Praclices Act. Art effective finance committee sharpens the distinction ber,veen management, which runs operations, and tile board, which monitors the results of operations. Additionally, rite commitlee serves to reinforce the independence of the auditors both in fact and appearance. Based on the strong endorsement by regulatory agencies and the increased exposure to the general public, we recommend the formal utilization of the finattce committee. 



ST. TAMMANY ASSOCIATION FOR RETARDED CITIZENS, INC. REPORT I"O MANAGEMENT 
3. The Finance Committee Should Be Prooerlv Utilized. (continued 

4 

The rcspensibilitics of the COlnlnittee should include but not necessarily be limited to a. Approving the selcction of the independent auditor b. ]~.csolvin~, disaglccmcnls between iodependent aoditor and managcmen C. Reviewing the indct)endeut auditor's "lllai|agelllCllt leltcr," d. Evalualing performance and staffing of accounting, and financial departments, and e. Discussing internal controls/procedures with the financial officer 
Information R The Association has established a cash flow budget for fiscal year 1998. It is our understanding that periodic comparison of actual cash flow results are made against this budget and the Executive Director is informed of this information; however, these procedures arc performed only on an fiffonnal basis. Because of the high cost of money, we believe that it is essential that the actual cash flow of file Association be closely monitored on a formal basis against the cash flow budget. We recommend that the executive director, finance committee, and the board of directors be supplied an analysis of cash flow at the end of each month. 

The Association's expenses exceeded its revenue for the year ended June 30, 1997, and projected the same results for the year ended June 30, 1998. This was due to the fact that costs for certain programs have increased significantly over the increase in revcoues. We reeolniuend that management should reconsider its current procedures and costs for certain programs and whether to retain certain programs, while not hindering the operatiolrs of other prosperous programs. 



ST. TAM MANY ASSOCIATION FOR RETARDED CITIZENS, INC. REPORT TO MANAGEMENT 
6. A S~~lion 125~AJ~"Cafeteria" Plan Should Be Considered Tile Association currently does not offer a cafeteria i)lan to its employees. We recommend that the Association consider establishing a Plan for the benefit of its employees. This t.~e of plan offers an employee a choice of several qualified benefits, such as accident and health coverage, group-term life insurance coverage or coverage uu(ler a dependent care program. No amount is included in the income of a cafeteria plan participant who chooses among the benefits of the plan. We can assist in establishing employee benefit plans and could assist in establishing a 125 (A) Plan. 


