
NOTES TO FINANCIAL STATEMENTS 
Note 4. Changes in Fixed Assets The schedule below summarizes the results of the changes in fixed assets for the Organization: 

Cost: Land BuiLdings Furniture and equipment VehicLes LeasehoLd improvements 
AccumuLated depreciation: Land BuiLdings Furniture and equipFnent VehicLes LeasehoLd improvements 
Net 

BaLance Adjustments/ BaLance 7-1-95 Additions Transfcr~ 6-~0-96 $ 25,000 449,962 229,912 28,161 21.088 
$ $ 7,415 6.959 $ 25,000 457.377 236,871 28,161 21.088 

$ 159,657 202,870 6,485 2o.~r~ 
$ 15,235 9,690 5,632 ~I 
$ $ 174,892 212,560 12,117 20.834 

Property acquired with federal and community development grants is considered owned by the Organization while used in the program for which it was purchased or in other future authorized programs; however, the United States and other grantor agencies have reversionary interests in certain property. Its disposition as well as the ownership of any proceeds therefrom is subject to government regulations. The total carrying value of property and equipment in which the United States and other grantor agencies have reversionary interest is $10,919 at June 30, 1996. 
Note 5. Retirement Commitments All employees of the Program are members of the Federal Social Security System. The Program contributes 7.65% of gross salaries up to appropriate statutory limits to that system. The Federal Social Security System administers the plan and pays benefits. 
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INDEPENDENT AUDITOR'S REPORT 
TO the Board of Directors Educational and Treatment Council, Inc Lake Charles, Louisiana 

P.O. BOX 3069 LAKE CHARLES, LOUISIANA 70602-3069 800 KIRBY STREET TELEPHONE (3|8) 433-1063 FAX (318) 436-6618 

We have audited the accompanying statement of financial position of Educational and Treatment Council, Inc. (a nonprofit organization) as of June 30, 1996, and the related statements of activities and functional expenses and changes in net assets 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, Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-133, ALEdits of Institutions of Higher Education and Other Nonprofit Organizations. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting pzinciples 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 Educational and Treatment Council, Inc. as of June 30, 1996, and the results of its operations and its cash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued a report dated September 19, 3996, on our consideration of Educational and Treatment Council, Inc.'s internal control structure and reports dated September 19, 1996, on its compliance with laws and regulations. 
Lake Charles, Louisiana September 19, 1996 



 



 



EDUCATIONAL AND TREATMENT COiTNCIL, INC STATEMENT OF CASH FLOWS Year Ended June 30, I996 With Comparative Totals for Year Ended June 30, 1995 
CASH FLOWS FROM OPERATING ACTIVITIES Cash received from service recipients Cash received from contributions Cash collected on grants receivable Cash collected federal grants and contracts cash collected on state contracts cash collected from tax levy Interest received Miscellaneous receipts Interest paid cash paid to employees and suppliers Net cash provided by operating activities CASH FLOWS FROM INVESTING ACTIVITIES Purchase furniture and equipment CASH FLOWS FROM FINANCING ACTIVITIES Investments in property and equipment Pay~nents on long term debt Net cash (used in) financing activities Net increase (decrease) in cash and cash equivalents Cash and cash equivalents Beginning Ending RECONCILIATION OF CHANGE IN NET ASSETS TO NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES Change in net assets Adjustments to reconcile change in net assets to net cash provided by operating activities: Depreciation Loss on disposa] of property and equipment (Increase) decrease in accounts and interest receivable (Increase) decrease in prepaid expenses (Increase) decrease in grants receivable (Decrease) in accounts payable Increase in accrued expenses Increase (decrease) in deferred revenue Net cash provided by operating activities 
See accompanying notes to financial statements 

1996 __ i~95 $ 5,618 26,122 115,000 314,553 307,203 418,838 14,472 929 (1,140) (938.558) 255,Q37 

39,283 16,961 15,478 131,972 440,578 139,612 7,909 357 (5,213 (75~,985 16,952 
(14,376) (49,Q57 
(13,687) (16,@01) (30,4@8) 13,687 (33,944 (20,257 
218,173 (52,362 
218.Q72 270,434 
$ 171,919 $ 64,539 
23,740 1,824 115,000 (9,619 4.054 

44. (52, (5, (99, (8, 4, 
4O5 332 543) 687) 522) o82) 411 (75,000) 69,099 



 

Fund Raisin~ 

424 

$ 566,182 43,522 14,263 734 l 17 1 25 

4 
5 Ii 8 7 

800 175 179 582 220 074 424 865 589 244 890 448 842 298 515 55O 437 203 888 133 598 155 953 1,617 9,250 4,590 4,475 9,050 17,133 5,106 4,037 4,128 5,254 11.355 2,415 2,036 573 5,346 18,272 31943 848,341 

$ 452 34 8 661 168 834 715 i0 i00 262 119 767 549 908 149 804 136 784 447 645 795 418 2OO 071 439 162 081 259 195 885 032 457 459 904 353 332 407 55O 657 223 371 104 233 54O 330 1,518 11,209 9,971 15,272 724,119 44,405 



NOTES TO FINANCIAL STATEMENTS 
Property and equipment Property and equipment is stated at cost, net of accumulated depreciation. Depreciation of property and equipment is computed principally by the straight-line method over the following estimated useful lives: 
Building Equipment vehicles Leasehold furniture and fixtures improvements 

Advertising costs 

Years 3O 5-10 5 15 
Education Treatment Council, Inc. follows the policy of charging the costs of advertising to expense as incurred. For the year ended June 30, 1996, advertising expense was $734. 
Donated assets and services Materials, equipment and other assets received as donations are recorded and reflected in the accompanying financial statements at their estimated fair market values at the date they are received. No amounts have been reflected in the statements for donated services inasmuch as no objective basis is available to measure the value of such services; however, a substantial number of volunteers have donated significant amounts of time to the Organization's program services and to its fund-raising activities. 
Functional expenses The costs of providing the various programs and other activities have been summarized on a functional basis in the statement of activity. Accordingly, certain costs have been allocated among the programs and supporting services benefitted. 



NOTES TO FINANCIAL STATEMENTS 
Note 7. Juvenile Services Tax On May 5, ]984, the property owners of Calcasieu Parish passed the Juvenile Detention, Probation and Services Tax. The Juvenile Services tax was approved by voters for 2.4 mills, the Calcasieu Parish Police Jury shall pay as soon as ad valorem taxes are received by the Calcasieu Parish Police Jury a sum equal to the stated contract amount. For and in consideration of the payment of the foregoing lease sums, Education and Treatment Council, Inc. shall provide juvenile services without further cost to the Court or the Calcasieu Parish Police Jury for emergency shelter to children as described in the purpose above. Amounts paid under the contract are 1996 
Note 8. Private Placements Residents of the Emergency Shelter for Children may be referred by private sources in addition to residences eligible for the state and federal grants and those referred by the courts. Counselors, attorneys, insurance companies and other concerned citizens may request placement of children they feel are in at-risk situations. The responsible parties are billed for these placements based on the number of days the child stays. Revenue from private placements for the years ended June 30, 1996 was $2,110. 
Note 9. Support From Governmental Units The Organization receives a substantial amount of its support from the federal government, the State of Louisiana and local governments in Calcasieu Parish. A significant reduction in the level of this support, if this were to occur, could have a significant effect on the Organization's programs and activities. 
Note I0. Concentration of Credit Risk Education Treatment Council, ]inc. maintains a portion of its cash balances in several financial institutions located in the City of Lake Charles. Accounts at each institution are insured by the Federal Deposit Insurance Corporation up to $i00,000. In addition, accounts are maintained with Merrill Lynch Pierce Fenner & Smith, Inc. and A. G. Edwards and Sons, Inc. investment firms. Time deposits purchased through these investment accounts may be insured by the FDIC, FSLIC or private insurers. Balances at June 30, 1996 held at these investment firms amounted to $348,843. 
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INDEPENDENT ALYDITOR' S REPORT ON SCHEDULE OF FEDERAL AWARDS 
To the Board of Directors Educational and Treatment Council, Inc Lake Charles, Louisiana 
We have audited the financial statements of the Educational and Treatment Council, Inc. for the year ended June 30, 1996, and have issued our report thereon dated September 19, 1996. These financial statements are the responsibility of the Educational and Treatment Council, Inc. management. Our responsibility is to express an opinion on these basic financial statements based on our audit. 
We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. All audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 
Our audit was made for the purpose of forming an opinion on the basic financial statements of the Educational and Treatment Council, Inc. taken as a whole. The accompanying Schedule of Federal Awards is presented for purposes of additional analysis and is not a required part of the basic financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly presented in all material respects in relation to the basic financial statements taken as a whole. 

Lake Charles September 19 Louisiana 1996 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NON~L~JOR FEDERAL AWARDS PROGRAM TRANSACTIONS 
To the Board of Directors Educational and Treatment Council, Inc Lake Charles, Louisiana 

P.O. BOX 3070 LAKE CHARLES, LOUISIANA 70602-3070 800 KIRBY STREET TELEPHONE (318) 433-1063 FAX (318} 436-~18 

We have audited the financial statements of Educational and Treatment Council, Inc. as of and for the year ended June 30, 1996, and have issued our report thereon dated Septe.~oer 19, 1996. 
In connection with our audit of the financial statements of Educational and Treatment Council, lnc. and with our consideration of the Organization's internal control structure used to administer federal awards programs, as required by Office of Management and Budget Circular A-133, Audits of Institutions of Higher Education and Other Nonprofit Organizations, we selected certain transactions applicable to ce:ctain nonmajor federal awards programs for the year ended June 30, 1996. 
As required by OMB Circular A-133, we have performed auditing procedures to test compliance with the requirements governing types of services allowed or unallowed; eligibility; and attendance/participation that are applicable to those transactions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Organization's compliance with these requirements. Accordingly, we do not express such an opinion. 
With respect to the items tested, the results of those 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 Educational and Treatment Council, Inc. had not complied, in all material respects, with those requirements. However, the results of our prDcedures disclosed immaterial instances of noncompliance with the requirements referred to in the third paragraph that we have communicated to the management of Educational and Treatment Council, Inc. in a separate letter dated September 19, 1996. 
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During our examination Of disbursements, one simple msthematie8 error was noted involving a time and travel log, sho:ting an employee's rei~b~rBe,~ent by $6.48. It is sug@ested that add:ng machine tapes be attached to prove the totals and aid in detec~in( isimple ~rrors~ In reviewing thirty dish.reagents, siKteen of our [sample required the assistance of Educational and Treatment Council, Inc. staff in locating the invo~ce~ due to the organization's system of[attempting to file invoices by 9~nsral l~dger nuraber. This was probably caused by the invoice being posted to numerous general ledger acco~unts. There was no method of dlsserning, from 5he accounts payable iinformation, which accouILt nu~er was used for filing the related dochmentation. 
Regardless of the filing meghod used, all invoices which are allocated among various accounts ~hould have information regarding the allocation. This should include the accounts to which posted and a sum of the allocation which agrees to the invoic~ ~o~al. It is our Buggestiol~ that invoices b~ f~ledby vendor ~nd that the breakdown of accounts to which the invoice i~ posted be noted 09 the inuoice. The purpose and desi~[n of the filing system should lhe to make future location and retrieval of documents and infer-marion easy. 
4. A genera] suggestion to enhance revenue files whichlwould increase the flow of information regarding grant receipts and {evenues, is that a Copy of the deposit sllp be included with each document representing the receipt of grant proceeds. These documents are currently maintained in a file for each grant and this wouldlprovide addltional documentation within that file. 
These conditions were considered in determining the nature, timing and exhent of the audit tests %o he applied in our audit o~ Ithe ~une ~0, 1996 financial statements and this report does mot affect our report on these flnancJal statements dated Septe[~ber 19. 1996. 
This report is intended solely for the use of management and should not b~ used for any o~her purpose. We a;e available to discuss an~ q~estions you may have concerning the above items. 
Sept~eT 19, 1996 
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The following recommendations are for improvements o~ conditions not considered material weaknesses; however, implementation of t~ese recommendations would improve accountins and operating p~ocedures or controls. 
PAYROLL RECORDS 
1. During the audit, it was noted that time cards did not consistently contain an ending pay period date. Time cards should, have the pay period indicated on each card in the event the cards are mixed up or i sorted by a different criteria which is not groupediby pay period. We Suggest including the ending date of the pay period:on each time card. 2. It was also noted that the date on the payroll ~Tim~ Sheets" appears to be entered by the employee and there appears to be uncertainty as to what the pay date is. It iS suggested that the supervlsor complete this information when reviewing the time sheets to improve consistency a~d the ability to match time shee~s to ~he actuallpay periods. 
FIXED ASSETS 
I. During the audit it was noted that the fixed assets detail schedule did not agree to the general ledger for some of the accounts. The detail should a~ree to the corresponding general ledger ihformatlon. It is recommended that whenever assets are added or disposed, the chan~es pe~ l the detail schedule should be compared to the general ledser and . i agreed. To facilitate this reconciliation it :s recommended that copies of the depreciation detail schedule, as prepared by Educational and Treatment Council, Inc., be distributed to department heads and responsible parties to use in taking a current inventory of property on hand to verify ~he inclusion of assets on the schedule and that items on the schedule have not been disposed. 
GEI~]~RAL 
I. Yn examining the control and use of checks, it waslnoted in one bank account [hat manual and two types of computer checks are used. For better control it is suggested that the manual checks be eliminated and computer checks simply be completed manually, An ad4itional suggestion is to include a copy of the hank reconciliation ih the actual bank statement. 1 



NOTES TO FINANCIAL STATEMENTS 
open until September, 1985. The monies to open and continue the on- going services of the Shelter come from a patchwork of services. Locally, on May 5, 1984, the property owners of Calcasieu Parish passed the "Juvenile Detention, Probation and Services Tax" which continues to provide funds for the purchase of Emergency Shelter services. The State Office of Community Servicss contracts for the care of foster children and children in the custody of Child Protection. On a national level, ETC was awarded a Runaway and Homeless Youth Act Grant in February, 1984 and has been able to maintain this funding source to providE! temporary care for runaway and homeless youth. 
Objectives The Emergency Shelter for Children Program of ETC is designed to provide emergency shelter for battered and abused children and youth, status offenders and runaways ages three to seventeen. Residents of the shelter average length of stay ranges from 30 to 45 days. The maximum residency is 105 days. Some children come to the Shelter as private placements. Residents of the Shelter are provided the following services: group counseling twice daily, individual counseling as needed, family counseling as needed, educational instruction, enrichment programs and classes in basic living skills, psychological screening and~or evaluation as needed: I. To alleviate the problems of runaway and homeless youth 2. TO reunite youth and their families 3. To strengthen family relationships 4. TO help youth decide upon constructive courses of action 
Significant Accounting Policies Contributions Gifts of cash and other assets are presented as restricted support if they are received with donor stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated 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. 



EDUCATIONAL AND TREATMENT COUNCIL, INC INDEPENDENT AUDITOR'S COMMENTS ON RESOLUTION OF PRIOR ANDIT FINDINGS Year Ended June 30, 1996 
We have reviewed the findings reported in the audit of Educational and Treatment Council, Inc. for the year ended June 30, 1995. All findings from prior years have been corrected. 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTLrRE BASED ON /iN AiYDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STAND~DS 
TO the Board of Directors Educational and Treatment Council, Inc Lake Charles, Louisiana 
We have audited the financial statements of the Educational and Treatment Council, Inc. as of and for the year ended June 30, 1996, and have issued our report thereon dated Septeraber 19, 1996. 
We conducted our audit in accordance with generally accepted auditing standards and GoverPAnent Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
The management of the Educational and Treatment Council, 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 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 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 any internal 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 of policies and procedures may deteriorate. 
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INDEPENDENT AUDITOR' S REPORT REQUIREMENTS APPLICABLE 
TO the Board of Directors Educational and Treatment Council, Inc Lake Charles, Louisiana 

P.O. BOX 3069 LAKE CHARLES. LOUISIANA 70602-3069 800 KIRBY STREET TELEPHONE (318) 433-1063 FAX (318) 436-6618 
ON COMPLIANCE WITH THE GENERAL TO FEDEPJiL AWARDS PROGR~4S 

We have audited the financial statements of Educational and Treatment Council as of and for the year ended June 30, 1996, and have issued our report thereon dated September 19, 1996. 
We have applied procedures to test Educational and Treatment Council, Inc.'s compliance with the following requirements applicable to its federal award programs, which are identified in the Schedule of Federal Awards, for the year ended June 30, 1996: Political activity Civil rights Cash management Federal financial reports Drug Free Work Place Act Allocable costs/cost principles Administration requirements 
Our procedures were limited to the applicable procedures described in the Office of Management and Budget's Compliance Supplement 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 the Educational and Treatment Council, Inc.'s compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. 

25 



 

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 
MCELROY, QUIRK & BURCH (A PROFESSIONAL CORPORATION! CERTIFIED PUBLIC ACCOUNTANTS 

INDEPENDENT AUDITOR' S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARDS PROGRAMS 

TO the Board of Directors Educational and Treatment Council, Inc Lake Charles. Louisiana 

P.O. BOX 3069 LAKE C[ {ARLES, LOUISIANA 70602-3069 800 KIRBY STREET TELEPHONE (318) 433-1063 FAX (318) 436-6618 

We have audited the financial statements of Educational and Treatment Council, I:nc. as of and for the year ended June 30, 1996, and have issued our report thereon dated September 19, 1996. 
We have also audited Educational and Treatment Council, Inc.'s compliance with the requirements governing types of services allowed or unal]owed; eligibility; matching, level of effort, or earmarking; reporting; claims for advances and reimbursements; and amounts claimed or used for matching that are applicable to each of its major federal awards programs, which are identified in the accompanying Schedule of Federal Awards, for the year ended June 30, 1996. The management of Educational and Treatment Council, Inc. is responsible for Educational and Treatment Council, Inc.'s compliance with those requirements. Our responsibility is to express an opinion on compliance with those requirements based on our audit. 
We conducted our audit of compliance with those requirements in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the Unites States; and Office of Management and Budget (OMB) Circular A-133, Audits of Institutions of Higher 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 material noncompliance with the requirements referred to in the second paragraph occurred. ~ audit includes examining, on a test basis, evidence about Educational and Treatment Council, Inc.'s compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. 
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We performed 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 specific requirements; general requirements; and requirements governing claims for advances and reimbursements and amounts claimed or used for matching that are applicable to each of the Organization's major federal award programs, which are identified in the accompanying Schedule of Federal Awards. Our procedures were less in scope then 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 policies and procedures used in administering federal awards would not necessarily disclose all matters in the internal control structure that might constitute 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 internal control structure elements 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 normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operations that we consider to be material weaknesses as defined above. However, we noted certain matters involving the internal control structure and its operation that we have reported to the management of Education and Treatment Council, Inc. in a separate letter dated September 19, 1996. 
This report is intended solely for the use of management and other state and federal audit agencies. However, this report is a matter of public record and its distribution is not limited. 

Lake Charles September 19 Louisiana 1996 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS 

TO the Board of Directors Educational and Treatment Council, Inc Lake Charles, Louisiana 

P.O. BOX 3070 LAKE CHARLES, LOUISIANA 70602-3070 800 KIRBY STREET TELEPHONE (318) 433-1063 FAX (318) 436W~18 

We have audited the financial statements of the Educational and Treatment Council, Inc. as of and for the year ended June 30, 1996, and have issued our report thereon dated September 19, 1996. We have also audited the compliance of Education and Treatment Council, Inc. with requirements applicable to major federal award programs and have issued our report thereon dated September 19, 1996. 
We conducted our audits in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Comptroller General of the United States; and office of Management and Budget (OMB) Circular A-133, Audits of Institutions of Higher 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 and about whether Educational and Treatment Council, Inc. complied with laws and regulations, non-compliance with which would be material to a major federal award program. 
In planning and performing our audits for the year ended June 30, 1996, we considered the internal control structure of Educational and Treatment Council, Inc. in order to determine our auditing procedures for the purpose of expressing our opinions on the financial statements of Educational and Treatment Council, Inc. 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. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal award programs. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements in a separate report dated September 19, 1996. 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON /iN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING ST~/~D~DS 
To the Board of Directors Educational and Treatment Council, Inc Lake Charles, Louisiana 

P.O. BOX 3069 LAKE CIIARLES. LOUISIANA 70602-3069 030 KIRBY STREET TELEPHONE (318) 433-1063 FAX (318) 436-6618 

We have audited the financial statements of the Educational and Treatment Council, Inc. as of and for the year ended June 30, 1996, and have issued our report thereon dated Septen~er 19, 1996. 
We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. 
Compliance with laws, regulations, contracts, and grants applicable to the Educational and Treatment Council, Inc. is the responsibility of Educational and Treatment Council, Inc.'s management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Organization'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 under Government Auditing Standards. 
This report is intended for the information of the Board of Directors, Management and other state and federal audit agencies+ However, this report is a matter of public record and its distribution is not limited. 
~Lo~(~na~~ September 19, 1996 
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McELROY, QUIRK & BURCH (A PROFESSIONAL CORPORATION~ CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Directors Educational and Treatment Council, (no Lake Charles, Louisiana 

P, 002 

P.O. ~OX 3069 LAK~ CHARLES, LOUISiaNA KIRBY STKE~q" TEI I: [~MO1%[E (~.8) 4~3-106~, FAX (318) q~36-,6618 

We have audited the /inaneial statements of Educat~,~nal and Treatment Counc~1, Inc. for the year ended June 30, 1996, and hav~ issued our report thereon dated September 19, 1996. A~ part of Our audit, We made a study and i . evaluation of the Organization's system of internal accountzng control to the extent we considered necessary to evaluate the system as regulred by generally accepted auditing standards. The purpose of our study and evaluation was to d~termine th~ nature, timing and extent of the andironH procedures necessary for ' . I e)~pressing an opinion on the Orsanzzat~on's flnanc~al statements, Our study and evaluation was more limited than would be necessary to express an opinion on the system of internal accounting centre] taken as a whole. ! r The ~sanagem~nt o~ Educational and Treatment Council, Inci is responsible for establishing and maintaining a system of internal accounting' control. In fulfill~ng this responsibility, estimates and Judgments~ibY management are required to assess the expected benefits and related costs of!control procedures. The ob3ectives e[ a syste~ are to provide management wi~h reasonable, but not absolute, assurance that assets ~re safeguarded against loss from unauthorized use or disposition, and that transactions are executed ~n accordance with management's authorization and recorded properly to permit(the preparation of financial statements in accordance with generally accepted accounting principles. i [ J Because o~ inheren~ limitations in any system of i~ternal accounting control, errors or irresularlties may nevertheless occur a~d not be detected. Also, projection of any evaluation of the system to future periods ~e subject to the: risk that procedures may become inadequate because of changes in conditions or ~hat the degree o~ compliance with the procedure8 may deteriorate. 
Our study and evaluation made for the limited purpose des!eribed in the first paragraph would not necessarily disclose all material weaknesses in the system. .r Accordingly, we do not express an opinion on the system of ~n~ernal accotunting control of Educational and Treatment Council, (no, taken as la whole. However, our study and evaluation disclosed no condition that we believe to be a mater/a/ weakness. I 


