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INI)EPENI)10"NT AUI)ITOR'S REI'ORT ON TIlE FINANCIAl, STATEMENTS 

To the Board ofl)ircctors, Gulf Coast ]'caching Family Services, the New Orleans, l,onisiana 
We have audited the accompanying statement of financial position of Gulf Coast ]'caching Family Services, Inc., a nonprofit corporation, as of June 30, 1998, and the related statclnents of activities, changes in tact assets, and cash flows for the year then endcd. These financial statements are the responsibility of Gulf Coast Teaching Family Services, lnc.'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 the standards applicable to financial audits contained in Government Auditing Standards, issticd by tbe Comptroller General of the United States. 3"hose 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 tt~e amounts and disclosures in tlae 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 prcsent fairly, in all material respects, the financial position of Gulf Coast Teaching Family Services, Inc. as of June 30, 1998, and the changes in its net assets and its cash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standard~, we have also issued our repel1 dated I)cccmber 23, 1998, on our consideration of Gulf Coast ]'caching Family Services, lnc.'s interna control over financial reporting and its compliance with certain provisions of laws, regulations, contracts and grants 
])ecembcr 23, 1998 



ASSETS 

GULF COAST TEACHING FAMILY SERVICES, INC 
STATEMENT OF FINANCIAL POSITION JUNE 30, 1998 

CURRENT ASSETS Cash and cash equivalent Investment securities Receivables: Program Allowance for doubtful accounts Other Prepaid expenses 
Total current assets 

PROPERTY AND EQUIPMENT - AT COST Land Building and improvements Software Leasehold improvements Furniture and equipment Transportation equipment Leased equipment under capitalized leases 
Less accumulated depreciation and amortization 
DEPOSITS Total assets 

See notes to financial statements 

$ 1,784,008 (253,264) 34,667 

247,360 876,907 30,574 35,151 404,232 109,573 13,783 

$ 180,170 102,701 
1,565,411 67,955 $1,916,237 

1,717,580 (400,911) 1,316,669 
3,033 $ 3,235,939 



lABILITIES AND NET ASSETS 
CURRENT 1,1ABILITIES Notes payable ('urrent portion of obligations under capital leases Cun'ent portion of mortgage notes payable Accounts payable Accrucd liabilities 
To'ml currenl liabilities 

LONG-TERM LIABILITIES, LESS CURRENT PORTION Obligations under capital leases Mortgage notes payable Total 
COMMITMENTS AND CONTINGENCIES 
UNIIESTR1CTED NET ASSETS 
Total liabilities and net assets 

-2- 

$ 19,936 2,852 38,673 260,075 688,292 $1,009,828 
6,852 606,479 
613.331 

1.612.780 
$ 3,235~9939 



GULl: COAST TEACttlNG FAMILY SERVICES, INC 
STATEMENT OF ACTIVITIES FOR TIlE YEAR ENDED JUNE 30, 1998 

UNRESTRICTED NET ASSETS REVENUES, GAINS AND SUPPOIIT Grants and fees for services I)onalions lnterest income Other income Total revenues, gains and support EXPENSES: PROGIUkM SERVICES: Community group homes Foster care Personal care attendants Supervised independent living Respite services Others, in total 
Total program expenses 
A1)M1N1STRATIVE AND GENERAL Total expenses 
INCREASE IN UNRESTR1CTEI) NET ASSETS NET ASSETS, BEGINNING 
NET ASSETS, ENDING 
Sec notes to financial statements 

-3- 

$ 15,019,265 418,647 37,181 66,740 $ 15,541,833 

$ 12,966,302 
2,556,065 $ 15,522,367 
19,466 $ 1,593,314 $ 1,612,780 



GULF COAST TEACtIING FAMILY SERVICES, INC STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENI)ED JUNE 30, 1998 

Unrestricted net assets, beginning of year 
lncrcase in unrestricted net assets 
Unrestricted net assets, end of year 

See notes to financial statements 
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$ 1,593,314 
19,466 $ 1,612,78_.0 



GULF COAST TEACHING I:AMILY SERVICES, INC STATEMENT OF CASH FLOWS FOR THE YEAR ENDED JUNF 30, 1998 CASlt FLOWS FROM OPERATING ACTIVITIES Increase in unreslricted nel assets Adjustments to reconcile increase in unrestricted net assets To net cash provided by operating activities: Depreciation Donation of properly received Changes in assets and liabilities: Decrease in program receivables lncrcase in other receivables Decrease in prepaid expenses Increase in accounts payable and accrued liabilities Net cash provided by operating activities CASlt FLOWS FROM INVESTING ACTIVITIES Increase in investment securities, net Purchases of property and equipment, net of non cash items Net cash used in investing activities CASH FLOWS FROM FINANCING ACTIVITIES Proceeds from mortgage notes payable Proceeds from notes payable Principal payments on notes payable l'rincipal payments on obligations under capital leases Principal payments on mortgage notes payable 
Net cash used in financing activities NET 1)ECREASE IN CASlt AND CASH EQUIVALENTS CASlt AND CASIt EQUIVALENTS Beginning of year End of year 

(CONI1NUED) -5- 

$19,466 
81,123 (348,000) 193,683 (16,400) 34,750 185.809 /5~0 43! 
(5,101) 
(156,956~ 
30,000 42,031 (55,732) (1,284) A27,377~ (12 3,362) 18,887 
199_,~057 $180_~170 



GULF COAST TEACttlNG FAMILY SERVICES, INC STATEMENT OF CASH FLOWS (CONTINUED) FOR TIlE YEAR ENDED JUNE 30, 1998 

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING AND FINANCING ACTIVITIES Acquisition of land and building with a mortgage note payable ~__4QQ~()_0_0 l)onation of land and building 
Cash Paymcnls Interest 

See notes to financial statements 
-6- 

$ 348,000 
32,_800 



GULF COAST TEACHING FAMILY SERVICES, INC NOTES TO FINANCIAL STATEMENTS JUNE 30, 1998 Note 1 - ORGANIZATION Gulf Coast Teaching Family Services, Inc. is a nonprofit corporation organized exclusively for charitable, religious, educational and scientific purposes, The Organization maintains group homes, child and family centers and other related programs for the youth and their fanfilies and provides a program, which will give the young people and their familics an opportunity to become normalized, indepcndent, productive and respected citizens of the comnmnity. These services are provided in the South Louisiana area. The Organizations maior programs include the following Professional Care Program - This progrmn provides foster homes in the community for abused, neglecled or troubled children and adolescents, emotional disturbed chiklren and children and adults with physical and/or mental disabilities. Supported Independent Living - The SIL program works with individuals with mental and/or physical disabilities and for older adolescents in necd of extra support, assistance and monitoring. Respite Services - Respite Serviccs are offered to parents with childrcn or adults with physical/mental illness and is designed to offer relief from the dcmanding care for there special needs. 
l'ersonal Care Attendant Scrvices- PCA provides assistance for adults or children with mental or physical disabilities in pcrfornfing the activities of daily living that they might otherwise not bc ablc to perform alone. Coummnity Group Homes The focus of these programs is on supporting appropriate behavior so as to permit independence. 

-7- 



GULF COAST TEACII1NG FAMILY SERVICES, 1NC NOTES TO FINANCIAL STATEMENTS (CONTINUEO) JUNE 30, 1998 
Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A smnnlary of the significant accomlting policies used in the preparalion of the accompanying financial statements follows: Basis of Accounling and Financial Statement Presentation The accompanying financial statements are presented on the accrual basis of accounting iu accordance with generally accepted accounting principles. Tile Organization follows the financial statement presentation recommended by Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-For-Profit Organizations. Under SFAS No. 117, the Organization is required to report information regarding its financial position and activitics according to three classes of net assets ( unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets) based upon the existence or absence of donor-imposed restrictions. In addition, the Organization is required to present a statement of cash flows. At prcsenl, all of the Organizations funds are included in the Unrestricted category. The Organization also follows the recommendations included in SFAS No. 116 Accounting for ContributionsReceivcd and Contributions Made. In accordance with SFAS No. 116, contributions received are recorded as unrestricted, or permanently restricted support, depending on the existence and/or nature of any donor restrictions. As of June 30, 1998, the Organization has not received any contributions with donor-imposed restrictions that would result in temporarily or permanently restricted net assets. 

-8- 



GULF COAST TEACHING FAMII,Y SERV/CES, INC 
NOTES TO FINANCIAl, STATEMENTS (CONTINUED) JUNE 30, 1998 

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
Basis of Accounting and Financial Statement Prcsentation(Continned) The accounts of the Organization arc maintained in accordance with the principles of fund accounting. Under fund accounting, resources for various purposes arc classified for accounting and reporting purposes into funds established according to Ibcir nature and purpose. Separate accounts arc maintained for each fired; however in the accompanying financial statements, all funds have been combined. Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to nmke estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ fi'om those estimates. 
Income Taxes The Organization is a nonprofit organization and exempt from income laxcs under Section 501(c)(3) of the Internal Revenue Code. 4. Cash and Cash Equivalents 

For purposes of the statement of cash flows, the Organization considers cash on hand and demand deposits ~o be cash equivalents. 
5. Receiva hies The Organization considers most accounts receivable to be fully collcctible sincc the balance consisls principally of payments due under governmental conlracls. If amounls do become uncollectible, they arc dmrged to operations when thai dclerminalion is made. 

-9- 



GULF COAST TEACHING FAMILY SERVICES, INC NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 
Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) Allowance For Doubtful Acconnls The Organization has established an allowance for doubtful accounts in order to allow for corrections and billing adjustments lhat may be related to accounts receivable balances at June 30, 1998, 
Actual billing adjustments and bad debts, if any, are chargcd to the specific fund or programs as determined. 
7. Depreciation and Amortization Property and equipment are carried at cost. Depreciation and amortization are calculated using the straight-line method. Depreciable lives for most assets in tile class are as follows: Buildings, 20 years, Leasehold improvements, 10 years or lease term if shorter; Furniture and fixtures, 10 years, Computers and related equipment, 3 to 5 years, Transportation equipment, 3 to 5 years. When assets are retired or disposed of, the cost and related accumulated dcprcciation are removed from the accounts, and any resulting gain or loss is reflected in income for the period. The cost of maintenance and repairs is charged to income as incurred; significant renewals and betterments are capitalized. Donated property is capitalized at fair value. Depreciation and anaortization expense amounted to $81,123 for the ycar endcd June 30, 1998. 
8. Capital Leases For financial reporting, the Organization has capitalized certain leased equiplnenl. The statement of financial position reflects all capitalized leasc equipment as assets and obligations under capital lease. The capital lease obligations are recorded al the present value of the future minimum lease payments discounted at the interest rate implicil in each lease. 

-10- 



GULF COAST TEACHING FAMII,Y SERVICES, 1NC 
NOTES TO FINANCIAL STATEMENTS (CONT1NUEI)) JUNE 30, 1998 

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) Employee Vacation Benefits Employee vacation benefits are accrued and expensed in file period earned by the employee. 
10. Program Revenues Program revenues earned under reimbursement type contracts are recorded as revenues in the appropriate program when the related expenses are incurred. 
Program revenues earned oll fee for service and per-diem contracts are recorded as revenues when services are provided. 
11. Allocated Costs The Organization allocated administrative costs offlae central and regional officcs in the amount of $ 2,482,810 to tile various programs it administered during thc year ended June 30, 1998. The allocation is based on proportion of direct program cost to total direct program costs. Contributions - Donations 
Contributed property and equipment is recorded at fair value at thc datc of donation. If the donors stipulate how long the assets must be used, the contribution is recorded as restricted support. In the absence of such stipulation, contributions of property and equipment are recorded as unrestricted support. To dale, all contributions have been included in unrestricted support. 



GULly COAST T1;ACIIING FAMILY SERVICES, INC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 

Nole 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 13. In Kind - Matching Independent Living Program contracts require a match of Program B funds by Gulf Coast Teaching Family Services, Inc. of an equal amoun't. This match is provided through in-kind services. These services are reported to the funding agency on monthly billings. They are not included in the revenues and expenditures in tile Statements of Activities of the financial statements, or in the supplemental information schedules. During the year ended June 30, 1998 in-kind services provided as match were: Lafayette $20,652 and Houma $52,113. 

-12- 



GULF COAST TEACHING FAMILY SERVICES, lNC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 Note 3 - INVESTMENT SECURITIES lnvestmenl securilies at June 30, 1998 consist &the following 

Mutual Fund - U.S. Government Obligations Fund $102,701 Cost and fair markel value are the same at June 30, 1998 These funds earned approximately $5,200 in the current year and incurred expenses of approximately $ 200. 
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GULF COAST TEACHING FAMII,Y SERVICES, INC NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 

Note 4- PROGRAM RECEIVABLES 
Program receivables consist of reimbursements for expenses incurred or revcnue earned on fec for service and per-diem contracts. Program receivables are duc primarily from agencies from the State of Louisiana including the following: I)cpartment of Public Safety and Corrections, Office of Mental Ilealth, Office of Community Serviccs, Office of Cilizens with Developmental Disabilities, Louisiana Rehabililalion Services and some private organizations. State of Louisiana 
Private 
'l'olal 
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$1,727,296 
56,712 
$1,784,008 



GULF COAST TEACHING FAMILY SERVICES, INC NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 
Note 5 - NOTES PAYABLE 
Notes payable consist of the following at June 30, 1998 Notes payable to GMAC, dated 6-7-95 in the original amount of $19,555 and payable in 48 monthly payments of $549. Note bears interest at 15.5% and is secured by automobile. Final payment due June, 1999. Note payable to Cannauwill, Inc. dated 2-12-98 in the original amount of $42,031 and payable in nine monthly payments of $4,852. Note bears interest at 9.5% l'inal payment due 10-12-98. Total 

-15- 

$5,659 

$19,936 



GULF COAST TEACHING FAMILY SERVICES, 1NC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 

Note 6 - OBLIGATIONS UNDER CAPITAL LEASES 
"file obligations under capital leases consist of the following at June 30, 1998 Lease payable to NTFC Capital Corporation, dated June 10, 1997 in file original amount of $15,055 and payable in 48 monthly payments of $321. Lease bears interest at 13.5% and is secured by telephone equipment. Principal paymcnls are duc as follows: 1999 - current 

2000 2001 
Future interest amounts to $1,541 

-16- 

$2,852 3,359 3,493 $6,852 



GULF COAST TEACttING FAMlLY SERVICES, INC 
NOTES I'O FINANCIAl, STATEMENTS (CONTINUED) JUNE 30, 1998 

Note 7 - MORTGAGE NOTES PAYABLE Mortgage notes payable consists of the following at June 30, 1998 Note payable to Randolph Trappey, dated 9-10-95 in the original amount of $90,319 and payable in 60 monthly payments of $1,941. Note bears interest at 10.5 % and is secured by real estate. Final payment is due 8-10-2000. Note payable to Richard X. Patin dated 7-1-97 in the original amount of $ 180,000 and payable in 180 monthly payments of $1,772. Note bears interest at 8.5 % and is secured by real estate. Final payment due July 2012. Note payable to Richard X. Patin dated 11-12-97 in lhe original amount of $ 30,000 and payable in 180 monthly payments of $ 295. Note bears interest at 8.5 % and is secured by real estate. Final payment due 11-12- 2012. 

Current I ,on g-ter!13 
$ 17,948 $ 25,499 

6,757 166,493 

1,089 28,312 Note payable to ttibernia National Bank dated 6-4-98 in lhe original amount of $ 400,000 and payable in 180 monthly payments of $3,876. Note bears interest at 2.55 % over the interest rate on 1-5 year U.S. Treasury Securities. Rate at issue was 8.11%. Note is secured by real estate having an appraisal value of $ 648,000. 12,879_ 386~175 Total 

-17- 

$38,673 ~79 



GULF COAST TEACHING FAMII.Y SERVICES, 1NC NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 
Nole 7 - MORTGAGE NOTES PAYABLE (CONTINUED) The maturities for the mortgage notes payable are as follows Year Ending June 30, 1999 

2000 2001 2002 2003 l'hereafier Tota Interest expense for the year ended June 30, 1998 amounted to $36,275 

-18- 

$ 38,673 46,108 31,969 30,564 33,152 464,686 $606,479 



GULF COAST TEACHING FAMILY SERVICES, 1NC NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 
Note 8 - ACCRUED LIABILITIES Accrued liabilities consist of the following at June 30, 1998 Accrued salaries and payroll taxes Compensated absences Due to agencies Other 

Note 9 - COMMITMENTS 
Total 

370, 236, 71, 
$688,292 

The Organization leascs facilities and equipment under operating leases expiring through the year 2002. Rental expense related to these leases was $ 362,120 for the year ended June 30, 1998. Mininmm future rental payments due under these leases as of June 3(I, 1998 are as follows: 
Year Ending June 30, 
1999 2000 2001 2002 
Total 

$127,874 83,918 42,859 1,800 $256,451 Management expccls lhat in the normal course of business, leases will be renewed or replaced by olher leases. 
-19- 



GULF COAST TEACHING FAMILY SERVICES, INC NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 
Note 10 - PENSION PLAN The Organization had a defined contribution pension plan covering substantially all of its fidl-time and part-time employees. There were no contributions for the year ended June 30, 1998. The Plan was terminated as of June 30, 1998. The IP, S has approved the tcrmination. 
Nole 11 - CONCENTRATIONS OF CREDIT RISK Stale law requires that deposits of all political subdivisions be fully collatcralized at all times. Acceptable collateralizations includes FDIC/FSLIC insurance and the market value of securilies purchased and pledged to the political subdivision. The Organization, being a quasi-public nonprofit entity, is required to comply with these regulations. Obligations of the United States, the State of Louisiana and certain political subdivisions are allowed as security for deposits. Obligations furnished as security must be bold by the political subdivision or with an unaffiliated bank or trust company for tim account of the political subdivision. At various times during the year, deposits in excess of FDIC insurance were collateralizcd by the securities described above. 

- 20 - 



GULF COAST TEACHING FAMILY SERVICES, INC NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 
Note 12 - UNEMPLOYMENT INSURANCE FUND Effective July 1, 1992, the Organization became sclf-insurcd for employce unemployment compensation claims through the cstablishmenl of an Organization unemployment insurance fund. For the year ended Junc 30, 1998, $74,607 in unemployment expense was charged In the programs and is accounled for as an expense of the related programs. The unemployment insurance fund reimburses the general fund for all direct and indirccl costs in administering the program and transfers all inlerest income earned on unemployment insurance funds to the general fund. Actual payments to the Slate for Unemploymenl benefits paid totaled $ 47,946 for the year. The net of these two amounts is recorded as income in the insurance fired and is eliminated against the expense in the accompanying financial statements. All known claims as of June 30, 1998 have been recorded in the financial statements. The fund balance of the Unemployment Insurance Fund totaled $ 64,041 as of June 30, 1998. The Unemployment Insurance Fund balance is included in unrestricted net assets for financial statement presentation. Nole 13 - CASH FLOW INFORMATION During lhe year ended June 30, 1998, cash paid for intercst totaled $ 32,800 
Notel4 - ECONOMIC DEPENDENCY The Organization receives a majority of its revenue from funds provided through programs adminislered by lhc Slate of Louisiana. The program amounts are appropriated each year by the federal and slale governments. If significant budget culs are effccted at lhe federal and/or slate level, lhe amount of the funds lhe Organization receives could be reduced significantly and have an adverse impact on its operations. Management is not aware of any actions lhal will adversely affect the anmunt of funds the Organization will receive in the next fiscal year. 

-21 - 



GULF COAST TEACHING FAMILY SERVICES, INC 
NOTES TO FINANCIAL STATEMENTS (CONTINUED) JUNE 30, 1998 

Note 15- CONTINGENCIES Programs administered by tile Organization are subject to review and audit by the various funding agencies. Accordingly, any disallowed payments which may arise as a result of these audits, may be recovered by the funding agencies in subsequent years. 

- 22 - 
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INDEPENDENT AUDITOR'S REPORT ON THE SUPPLEMENTARY INFORMATION To the Board of Directors, Gulf Coas( Teaching Family Services, Inc., New Orleans, Louisiana 

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplementary information is presented for purposes of additional analysis and is not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of/he basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole. 

l}ecembcr 23, 1998 

- 23 - 



SUPPLEMENTAL INFORMATION 



GULF COAST TEACHING FAMILY SERVICES, INC 
COMBINED STATEMENT OF REVENUES AND EXPENSES BY COS3" REPORT GROUPING FOR THE YEAR ENDED JUNE 30. 1998 

REVENUE Programs Donalions Interest Other 
Total revenue 

EXPENSES Administrative and general Plant operation m~d maintenance Cost related to capilal assets Dietary I.aundry and linen I lousekeeping Personal client needs Therapeutic and training Medical and nursing Recreational Consultants Educational Ancillary Scrvice 
Total expenses INCREASE IN UNRESTRICTEI) NET ASSETS 

See noles to financial statements 
- 24 - 

$ 15,019,265 418,647 37,181 66,740 
$ 15,541,833 
$ 3,548,126 130,216 490,665 57,637 357 12,623 139,664 10,898,247 34,691 26,276 181,782 3,737 (1,654) $ 15,522,367 $ 19,466 
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SPECIAl. REPORTS OF INDEPENDENT AUDITOR 
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METAIRIE, LOUISIANA 70002-558 E1 TELEPHONE {504) 885-0170 FAX (504) 456-9531 MEMBER~ AMERICAN INS]flUTE OF CERIIFIED PUBLIC AOCOUN1 ANtiS SOCIETY OF LOUISIANA CEI~IIFIEO PUBLIC AOCOUNTANTS 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
To the Board of Directors, Gulf Coast Teaching Family Services, Inc., New Orleans, Louisiana We have audited the financial statements of Gulf Coast Teaching Family Services, Inc., as of and for the year ended June 30, 1998, and have issued our report thereon dated December 23, 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 United States. COMPLIANCE As part of obtaining reasonable assurance about whether Gulf Coast Family Teaching Services, lnc.'s financial statements are free of material misstatement, we performed test 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 

- 40 - 



INTERNAL CONTROL OVER FINANCIAL REPORTING In planning and performing our audit, we considered Gulf Coast Family Teaching Services, Inc.'s internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. l lowever, we noted certain 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 tile design or operation of the interual control over financial reporting that, in our judgement, could adversely affect Gulf Coast Family Teaching Services, lnc.'s ability to record, process, summarize and report financial data consistent with the assertions of management in lhe financial statements. The reportable conditions noted are described in the accompanying Schedule 2 Reportable Conditions - Financial Statements - Current Year. 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 intended for the information of the Board of Directors, management and State of Louisiana and pass-through entities. However, this report is a matter of public record and its distribution is not limited. 

December 23, 1998 
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GULF COAST TEACtlING FAMILY SERVICES, INC SCttEDULE it 1 SUMMARY OF AUDIT RESULTS YEAR ENDED JUNE 30, 1998 
The independent auditor's report on the financial statements expressed an unqualified opinion. 
Reportable conditions disclosed during the audit of the financial statements are reported in Schedule ,4/2 which follows. None of the reportable conditions are considered to be material weaknesses. 
No instances of noncompliance considered to be material to the financial statements were disclosed by the audit. 
No management letter was issued during this period There were no major programs during this year and therefore Gulf Coast Teaching Family Services, Inc. was not subject to OMB Circular A - 133. The threshold for distinguishing Types A and B programs was $ 300,000 There were no major program this year. 

7. Gulf Coast Teaching Family Serviccs, Inc. was not detemfined to be a low-risk auditec 
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GULF COAST TEACHING FAMILY SERVICES, INC. SCHEDULE # 2 REPORTABLE CONDITIONS - FINANCIAL STATEMENTS -CURRENT YEAR YEAR ENDED JUNE 30, 1998 
BILLING AND COLLECTION SYSTEM 
CONDITION: The subsidiary ledgers of Program receivables were not reconciled to the general ledger control accounts on a current basis. Billing errors and collection differences were not reconciled on a timely basis. 
RECOMMENDATION: The subsidiary ledgers of receivables should be reconciled to the general ledger control accounts on a monthly basis and all billing and cash receipt collection differences should be followed up and adjusted on a current basis. All receipts should be reconciled to the related billings and all differences adjusted monthly. 

EXPENSE AND ACCOUNTS PAYABLE SYSTEM 
CONDITION: The detailed accounts payable subsidiary ledgers were not reconciled to the general ledger control accounts on a current basis. The printouts of the detailed accounts payable listings were not verifed and agreed to the genera ledger control accounts. 
RECOMMENDATION: Each month a detailed accounts payable listing should be printed. This listing should be verified by comparing the listing to open invoices and the total should be reconciled with the general ledger control account. COMPUTER SOFTWARE 
CONDITION: Tile problems associated with tile accounting software noted ill last year's audit continued into the current year. Management has now purchased a new software package which will be installed beginning July 1, 1998. See the followup notes ill the following schedule on Prior Year's finding 
RECOMMENDATION : Management needs to proceed with the implementation on the new accounting software. All necessary controls need to be setup and tested to ensure that the new software is operating properly and that the output is correcl. -43 - 



 

GULF COAST TEACHING FAMILY SERVICES, INC. SCHEDULE # 2 REPORTABLE CONDITIONS - FINANCIAL STATEMENTS ~ CURRENT YEAR YEAR ENDED JUNE 30, 1998 

ACCOUNT CODING OF EXPENSE INVOICES 
CONDITION : A prior year's finding concerned the documentation of the coding on expense request. Our codings are now reviewed and approved by at least two individuals. RECOMMENDATION : The proceedures in place to check expense coding should continue to be monitored closely, especially in light of employee turnover in this area Both those doing the original coding and those responsible for checking the coding should review any changes in the programs and the expenses to make sure "that the coding continues to be done accurately. 

SUPI'ORT FOR DISBURSEMENTS 
CONDITION: A prior finding noted some payments being made without proper supporting documentation. We have made several changes in the system to help insure the proper support is attached to all check request. The systems has greatly inproved in 1998. RECOMMENDATION: Management needs to continue its review of the new system requirements and to monitor compliance on a continuing basis. 
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GULF COAST TEACHING FAMILY SERVICES, INC SCHEDULE # 3 SUMMARY OF PRIOR YEAR'S AUDIT FINDINGS YEAR ENDED JUNE 30, 1998 
COMPUTER SOFTWARE In order to solve the problems that we were having with our accounting software, we made all extensive review of the other accounting software packages available We have now selected the package which we feel with best serve our accounting and reporting needs. The new package has been installed and we will begin using it beginning on July 1, 1998. We have now hired a new employee with extensive computer and accounting experience who will supervise the implimentation of the new software. 
BILLING AND COLLECTION 
We are still working on the problems in this area. Due to the number and the diversity of our programs, we are still encountering problems in reconciling our billings and collections from the various agencies. We now have three full time staffwho are working on tile problems in this area. We feel certain that tile new accounting software discussed above will aid greatly in solving tile problems in this area. 

EXRTAORDINARY COST The problems noted on this area in the prior year has now been solved. All contracts are reviewed currently and billing are being monitored monthly. 
EXPENSE ALLOCATION This prior finding has been resolved. Expense allocation are first prepared by the individual program directors and then reviewed by a central office executive 
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GULF COAST TEACIJING FAMILY SERVICES, INC. SCHEDULE # 4 MANAGEMENT'S CORRECTIVE ACTION PLAN FOR CURRENT YEAR FINDING YEAR ENDED JUNE 30, 1998 
BILLING AND COLLECTION SYSTEM 
Beginning on July 1, 1998 we changed our accounting software which now includes a module for our accounts receivable. We plan to reconcile the detail accounts receivable subledger balance to the general ledger control each month. In addition, we plan to break the various receivables into groups and assign a small group of funds to various individual who will be responsible for follow up on billing and collection differences. We plan to make the billing and collection system the responsibility ofan accounting and management supervisor. The CEO will be responsible to made sure that the supervisor is keeping the monthly reconciliatimfs up to date. 

EXPENSE AND ACCOUNTS PAYABLE SYSTEM Our new accounting software will produce a monthly listing of open accounts payable balances. We plan to verify the major balances on these monthly printouts to the supporting invoices each month. We now require that all check request and vouchers be approved by at least two individuals and that all supporting documentation be attached. 
COMPUTER SOFTWARE As noted above, we have begun using a new accounting software package beginning on July 1, 1998. We plan to check and monitor the new system closely "to make sure that our prior software problems do not continue. In addition, we have hired a new accountant that had both extensive accounting and computer knowledge. We feel confident that all accounting software problems will be solved in 1999. 
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