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Jim H. Stevens, Jr. & Company, L.L.P. Certified Public Accountants 209 E. Church Street Springhill, Louisiana 71075 

Board of Directors The ARC of North Webster Sarepta, Louisiana 

Independent Auditor's Report 

Jim }I. Stevens, Jr., CPA Bill W. Smith, CPA Dwight L Pugh, CPA 

We have audited the accompanying statements of financial position of The ARC of North Webster as of June 30, 1998 and 1997, and the related statements of activities, functional expenses and cash flows for the years then ended. These financial statements are the responsibility of The ARC of North Webster'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 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. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Jn our opinion, the financial statements referred to above present fairly in all material respects the financial position of The ARC of North Webster as of June 30, 1998 and 1997, and the results of its operations and cash flows for the years then ended in conformity with generally accepted accounting principles. 

October 27. 1998 
Telephone (318) 539-9124 FAX (318) 539-9125 
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THE ARC OFNORTH WEBSTER 

Cash and cash equivalents Short-term investments Accounts receivable - net Accrued interest Investment - stock Inventory Land, buildings and equipment - net Utility deposits Total Assets 

Statements ofFinancialPosition June 30, 1998 and 1997 
ASSETS 

LIABILITIES AND NET ASSETS 
Liabilities Accounts payable Accrued and withheld taxes and expense Long-term debt Total Liabilities Net Assets Unrestricted Total Unrestricted Net Assets Total Liabilities and Net Assets 

See accompanying notes to financial statements 

1998 1997 141,582 14,775 88,765 8 1,118 619 144,763 699 392,329 

8,159 9,481 4,044 21,684 
370,645 370,645 392.329 

102,193 14,093 105,500 6 1,118 704 143,387 699 367,700 

7,616 6,451 24.902 38,969 
328,731 328.73 367.700 
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THE ARC OF NORTH WEBSTER 

Public Support Grants from federal agencies Grants from state agencies Contributions Special events Allocated by United Way Total Public Support 

Statements of Activities June 30, 1998 and 1997 

]/,cvcnues Progran related revenue: Work center sales: Gross revenue Direct costs Work center sales - 1net Revenues from support homes: Bell Oaks home Brighter Tomorrows home Evergreen home Delhi Conununity Group Home Tara) revenues from support homes Other revenue: Interest income Members dues Miscellaneous income Total other revenues ~ Total revenues Total public support and revenues Expenses Program serVices Supporting services: Mananagcmcnt and general Total supporting services Total expenses Increase (Decrease) in net assets Net assets at beginning of year Prior period adjustment Net assets at ending of year 
See accompanying notes to financial statements. 

1998 1997 
354,703 155,160 150 631 7.106 517.750 
144,881 (69,478) 75.403 
76,210 24,360 38,400 15.180 154,150 3,667 585 7,599 11.851 241.404 759.154 656.939 
62,450 62,450 719,389 39,765 328,731 2.149 370,645 

368,417 144,935 1,368 1,357 7.038 523.115 
120,730 (71,51g) 49,212 
66,110 29,000 29,520 
124.630 2,496 855 6,296 9.647 183.489 706.604 
622,347 
46.690 46.690 669.037 37,567 291.164 328,731 



"I_'I~[E ARC OF NORTH WEBSTER Statements of Functional Activities June 30, 1997 

Salaries Payroll taxes Insurance - Workers' Compensation and Health Total salaries and related expenses 
Advertising and public relations Automotive expenses Banquet expenSe Collection expense Dues and subscriptions Equipment rental Insurance - general Interest experJse Legal and professional License and permits Meals and entertaimnent Medical expense Miscellaneous Office expense Repairs and maintenance Supplies Telephone Travel, conventions and seminars Travel and other expense - PCA and Respite Utilities Total cxpezises before depreciation 
Depreciation Total expenses 

See accompanying notes to financial statements 

Program Services 455~47 44,736 40,685 541,368 
16,327 3,295 
606 6,190 
449 
547 
3,621 
23,274 
54,309 
26,670 622,347 

Management and General Total 

3,326 
13 1,542 
457 10,705 
1,525 6,545 4,258 1,851 4.006 
12,462 46,690 
46,690 

455~47 44,736 40,685 541,368 3,326 16,327 3,295 13 1,542 606 6,190 457 10,705 449 547 1,525 6,545 4,258 5,472 
23,274 12,462 100,999 
26,670 669,037 



THE ARC OF NORTH WEBSTER 
Slatements of Functional Activities June 30, 1998 

Salaries Payroll taxes Insurance - Workers' Compensation and Health Total salaries and related expenses 
Advertising and public relations Automotive expenses Banquet expense Collection expense Dues and subscriptions EcDipment rental Insurance - general nlnt erest expense Legal and professional License and permits Meals and entertainment Medical expense Miscellaneous Office expense Repairs and maintenancd. Supplies Telephone Travel, conventions and seminars Travel and other expense - PCA and Respite Utilities Total expenses before depreciation 
Depreciation "l'olal expenses 

See accompanying notes to financial statements 

Program Services 480,526 46,245 59,261 586,032 
5,602 2,552 
16,831 
766 
998 
6,036 
9,981 
42,766 
28,141 6-5"~.939 

Management and General Total 

1,960 

480,526 46,245 59,261 586,032 
1,960 5,602 2.552 

1,438 1,438 
2,573 10,785 19 
2,147 6,968 11,620 3,894 5,496 3,232 
12,318 62,450 

16,831 2,573 10,785 766 19 998 2,147 6,968 11,629 9,930 5,496 3,232 9,981 12.318 105,216 
28,141 719,389 
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THE ARC OF NORTH WEBSTER 
Statements of Cash Flows June 30, 1998 and 1997 

Cash flows from operating activities Increase (decrease) in net assets Adjustments to reconcile net income to net cash provided by operating activities: Depreciation and amortization Allowance for losses on accounts receivable Donated stock included in contributions (Increase) decrease in accounts receivable (Increase) decrease in accrued interest (Increase) decrease in inventories Increase (decrease) in accounts payable Increase (decrease) in accrued liabilities Prior Period Adjustment Total Adjustments Net cash provided (used) by operating activities 
Cash flows fi'om investing activities Interest reinvested in certificate of deposit Purchase of certificate of deposit Purchase of fixed assets Cash proceeds from th9 sale of fixed assets Net cash provided (used) by investing activities Cash flows from financing activities Financing by lease purchase of equipment Proceeds of long-term notes payable Principal payments on long-term debt and capital leases Net cash provided (used) by financing activities Net increase (decrease) in cash and cash equivalents Cash and cash equivalents, beginning of year Cash and cash equivalents, end of year 
Interest paid 
See accompanying notes to financial statements 

1998 1997 
39.765 
28,141 264 
16,473 (2) 85 543 3,030 2,149 50,683 90,448 
(682) (29,519) (30,201) 
2,000 (22,858) (20,858) 39,389 I02,193 141,582 
2,573 

37,567 
26,669 445 (1,118) 902 (6) 538 (711) 3,168 
29,887 67,454 
(665) (18,546) (19,211) 
5,140 (7,536) (2,396) 
45,847 56,346 02,193 
457 



THE ARC OF NORTtt WEBSTER Notes to Financial Statemems June 30, 1998 and 1997 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES The significant accounting policies followed by The ARC of North Webster are described in sanunlary form below: Basis of Accounting 

Activities and Organ~ation 

The ARC of North Webster has been determined by the Association of Retarded Citizens to be tax-exempt from lntemal Revenue Code, Cash 
Internal Revenue Service under the name Springhill federal income taxes under Section 501 (c)(3) of tile 

The ARC considers cash in operating bank accounts, cash on hand, and other highly liquid debt instruments purchased with a maturity of three months or less to he cash and cash equivalents. Investments Short-tern1 investments, consists of a certificate of deposit, carried at cost, which approximates market Investment-stock consists of 30 shares of IBM stock, consisting of 15 shares of stock, which was donated to the ARC mid later split two-for-one. The stock was recorded at its estimated fair valve at the date of donation. Uncollectible accounts During the year ending June 30, 1997, management established an allowance for doubtful accounts to record the estimated amount of accounts, which will be uncollectible. 

(Continued) 



THE ARC OF NORTH WEBSTER Notes to Financial Statements June 30, 1998 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIEs (continued) Property, Plant and Equipment Property, plant and equipment are recorded at cost when purchased and at fair market value when donated to the organization. Depreciation is recorded on the straight-line method using estimated useful lives as follows: Furniture, fixtures and equipment Automobiles Buildings and improvements. Donations 

5-10 years 5 years 10-20 years 
Donated materials are recorded in the financial statements at their fair values at the date of receipt. In accordance with SFAS No. 116, no amounts have been reflected in the statements in as much as no objective basis is available to measure the value of such services; however, a number of volunteers have donated their time to assist in the operations and improvements of the ARC. Contributions of cash that must be used to acquire property and equipment are reported as temporarily restricted support Absent donor stipulations regarding how long those assets must be maintained the ARC reports expiration of donor restrictions when the acquired assets are placed in services as instructed by the donor. The ARC reclassifies temporarily restricted net assets to unrestricted net assets at that time. Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support, depending on the existence and/or nature of any donor restrictions. Support that is restricted by the donor is reported as an inerease in unrestricted net assets if the restriction 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 restricted net assets, depending on the nature of the restriction. When a restriction expires, that is, when a stipulated time restriction ends or purpose restriction is acconaplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. For purposes of the statern.ent of cash flows, the Council considers all highly liquid debt instruments purchased with a maturity of three months or less to be cash equivalents. 

(Continued) 



CASH 

THE ARC OF NORTH WEBSTER 
Notesto Financial Statements June 30, 1998 and 1997 

Cash is sunwaarized as follows: Petty cash Cash on hand Cash in checking accounts Cash in interest-bearing accounts Total 

1998 1997 
300 16,690 124,592 _~ 141.582 

300 576 7.013 94,304 ._ [02~)_93 At June 30, 1998 and 1997, the carrying amounts of the ARC's deposits total $141,282 and $ i 01,317 respectively and the bank balancos total $201,521 and $156,915. At June 30, 1998, $114,825 in deposits is secured by FDIC insurance and $86,696 is secured by pledge of 2 (two) $50,000 U.S. Treasury Notes with market values of $100,459. At June 30, 1997, all deposits are secured by FDIC insurance. ACCOUNTS RECEIVABLE 
Accounts receivable arc summarized as fonows Accounts receivable - customers - net Employee advances Due from fedetal agencies Due from state agencies Due from sponsoring homes Total 

1998 1997 
8,767 332 55,995 12,001 __ 11,670 __. 88.765 

8,152 121 74,490 11,337 __!1,400 1~5590 Accounts receivable.- customers are reported net of an allowance for doubtful accounts at June 30, 1998, in the amount of $709. INVESTMENT-STOCK The estimated fair value of the thirty shares of IBM stock is $3,424 at June 30, 1998 and $1,380 at June 30, 1997 INVENTORIES Inventories consist of oil, tires and miscellaneous items on hand at June 30, 1998 and 1997, valued at cost on the first-in, first-out method. 

(Continued) 



THE ARC OF NORTH WEBSTER Notes to Financial Statements June 30, 1998 and 1997 
LAND, BUILDINGS AND EQUIPMENT 
Land, buildings and equipment consist of the following: Land Buildings and renovations Furniture, fixtures and equipment Automotive equipment Total land, buildings and equipment Less: accumulated depreciation Land, buildings and equipment - net LONG-TERM DEBT AND CAPITAL LEASE 

1998 1997 
5,000 158,187 155,264 _ 64,075 382,526 _ 237,763 ~ 7~7~ 

5,000 158,187 138,929 60,940 363,056 2196.~969 
The ARC records items under capital leases as assets m?.d long-term obligations in the accompanying financial statements. Dining the year, the ARC entered into a capital lease for microfilm equipment. 1998 1997 Long-term debts and capital leases are as follows: Bank note payable in monthly installments, dated September 29, 1995. interest at 6.752%, secured by Van Bank note payable in monthly installments, dated May 16, 1996, Interest at 7.9%, secured by Van Capital lease for equipment, dated January 14, 1997 Capital lease for equipment, dated November 27, 1997 Total 

2,800 -- 1,244 --. __4,044 The following is a summary of future minimum note and lease payments at June 30, 1998 1999 2000 Total minimum payments Less: amount representing interest Present value of future mininunn payments 

(Continued) 

7,500 
13,027 4,375 
3.138 13~V373 4,511 467 



THE ARC OF NORTH WEBSTER Notes to Financial Statements June 30, 1998 and 1997 
8. WORK CENTER SALES AND FEES - NET Work center sales and Ices mad related costs are as follows: 1998 
Contract Work Microfilm Service Station Bake Shop Greenhouse Paper Shredding yard work Totals 

Sales and Fees 33,328 41,685 42,312 19,671 561 313 

Cost of Sales 1,458 5,328 44,476 16,816 63 54 

Net 31,870 36,357 (2,164) 2,855 498 259 

997 Selesand Fees 19,767 31,986 43,940 16,562 1,845 

Costof Sales 955 4,432 46,995 16,516 611 

Nct 18,812 27,554 (3,055) 46 1,234 
7 01l __ 1,283 5,728 6,630 2,009 4,621 

9. " COMPENSATED ABSENCES No accrual has been recorded for compensated absences that The ARC of North Webster is closed during the year. but is forfeited upon termination. RELATED PARTY TRANSACTIONS 
Vacations are required to be taken during two weeks Sick pay accumulates at the rate of one day per month, 

"/'he following payments were made to officers, directors or related parties 199R 

Jim Itaygood, Executive Director Deborah Owens, Executive Director Phillip Allison, Assistant Director Terry Fox, Administrative Assistant Tim Marsh, Assistant Director Manreen Umptu-ies, Board Member L,M. Braley, Board Member Kathy Thompson, Board Member Total 

997 Purchase Expense Expense of Goods Reim- Reirn- and Salary_ bursement Salm-v" Bursement Services 
22,432 1,918 
5,833 12,433 196 937 130 

19,150 20,500 4,908 
1,766 2,559 

57 33 _49,406~93 ~  ~8 ~__~1~5 
10 



THE ARC OF NORTH WEBSTER Notes to Financial Statements June 30, 1998 and 1997 
11. PRIOR PERIOD ADJUSTMENT During the year ending June 30, 1998, the Internal Revenue Service refunded federal unemployment taxes, which were paid by the ARC in error for prior years. ~ 

11 
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Jim YI. Stevens, Jr. & Company, L.L.P. Certified Public Accountants 209 E. Church Street Springhill, Louisiana 71075 Jim IL Stevens, Jr., CPA Bill W. Smith, CPA Dwight L. Pngh, CPA 

Report on Compliance and on Internal Control over Financial Reporting Based on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards 
Board of Directors The ARC of North Webster Sarepta, Louisiana We have audited the financial statements of The ARC of North Webster (a non-profit organization) as of and for the years ended June 30, 1998 and 1997, and have issued our report thereon dated October 27, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the Urfited States. _C~liancc As part of obtaining reasonable assurance about whether the ARC of North Webster's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which, could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. Internal Control Over Financial Reporting . . In planning and performing our audit, we considered the ARC of North Webster's internal cOntrol over financial reporting in order to determ/nc our auditing procedures for the purpose ofex'pressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted two matters involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the ARC of North Webstcr's ability to record, process, summarize and report financial data consistent with the asscrtiuns of management in the financial statements. The reportable conditions are described in the accompanying schedule of findings and questioned costs as item 98-I and 98-2. 

Telephone O18) 539-9124 FAX (318) 539-9125 12 



A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we believe none of the reportable conditions described above is a material weakness. This report is in!ended for the information of the legislative auditor, management and federal awarding agencies and pass-through entities. However, this report is a matter of public record and its distribution is not limited. 

October 27, 1998 

i'.,. 
Certified Public Accountants 
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THE ARC OF NORTH WEBSTER Schedule of Findings and Questioned Costs June 30, 1998 
Section I - Summary of Auditor's Results ~inancial.Statements Type of Report issued: Internal control over financial reporting: Material weaknesses identified7 Reportable conditions identified not considered to be material weaknesses? 98-1: The ARC is not recording the unreconciled differences in cash sales and collections as cash over or (short) on the general ledger. 98-2: A pre-numbered cash receipt beok should be used to docunqent all cash and checks coming into the ARC, including those from support homes and government agencies. Federal Awards Not applicable. Section I1 - Financial Statement Findings 98-1: Condition: We reported in our letter December 19, 1997, that cash was not being reconciled on a daily basis as received from the service station and the differences recorded in the general ledger as cash over or (short). We found at June 30, 1998, that the cash is now being reconciled, however, differences are still 'not reported in the general ledger. Reennmlandation: We co~tinue to recommend that accounts for cash over and (short) be established on the general ledger, so that management can more adequately monitor this activity. Manageinent's response: We concur with the recommendation and this will be implemented. 

(Continued) 

Unqualified 
No Yes 

24 



THE ARC OF NORTH WEBSTER Schedule of Findings and Questioned Costs June 30, 1998 
Section I1- Financial Statement Findings (continued) 98-2: ' Condition: We found several receipts that had been reclassified in the general ledger because of confusion concerning what the receipt was/'or, from the various fimding aganoies, and the proper classification Recommendation: We recommend that pre-numbered three part receipts be used to record all receipts of cash or checks coming into the ARC. We further recommend that management designate on the receipt the proper distribution of this income in the general ledger. We further recommend that the receipt numbers be placed on the deposit slip, thereby, tying the cash receipts to the bank deposit. Management's response: We concur with the recommendation and this is akeady being implemented. Section III - Federal Award Findings and Questioned Costs No matters were reported. 
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