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INDEPENDENT AUDITOR'S REPORT 

Executive Director and Board of Directors Friends Alliance for the Menta]_ly Ill, Inc. New Orleans, Louisiana 

S{DNEY ~. SPILSBU~X,C{)A (19D5-1985} 

We have audited the accompanying statement of financial position of Friends Alliance for the Mentally Ill, Inc. (a Louisiana non-profit corporation) as of June 30, 199'7, and the related statements of activities, functional expenses, and cash flows for the year then ended. These financial statements are the responsibility of the management of Friends Alliance for the Mentally Ill, Inc. 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 fJnanclal statements are free of material misstatement. An audit includes examining, on and disclosures in the a test basis, evidence financial statements. supporting the amounts 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 reason-- able basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Friends Alliance for the Mentally Ill, Inc. as of June 30, 1997, and the changes in its; net assets and cash flows for the year then ended irJ conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued reports dated September 5, 1997 on our consideration of Friends Alliance for the Mentally Ill, Inc.'s internal control structure and on its compliance with laws and regulations. 



FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC. STATEMENT OF FINANCIAL POSITION JUNE 30, 1997 (With Summarized Financial Information 
ASSETS CURRENT ASSETS (]ash Certificates of deposit Due from State agencies Due from non-related working affiliate }'repaid insurance Total Current Assets 

Land Building and improvements Office furniture and equipment Transportation equipment Household equipment Educational, recreational and cultural equipment 
Less : Accumulated depreciation Total Property and Equipment Total Assets 

1997 !~.~ 
304,965 55,000 189,259 3,930 _. 16,567 

90,]23 40,000 267,676 3,850 2 (,~ ~L59 569,721 428j_6Q8 
167,000 566,402 84,048 94,850 15,644 

~67,000 565,200 82,548 94,850 13,344 
929,781 __.329,512 600,269 $i,169,990 

See accompanying notes to financial statements. 

924,579 
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FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC STATEMENT OF' FINANCIAL POSITION (Continued) JUNE 30, 1997 (With Summarized Financial Information 

CURRENT LIABILITIES Accounts payable E;alaries payable Payroll taxes payable Interest payable Loan payable - Non-related working affiliate Current maturities of long-term debt Total Current Liabilities LONG-TEP~M DEBT Non-current maturities Total Liabilities NET ASSETS Permanently restricted Unrestricted Total Net Assets Total Liabilities and Net Assets 

1997 ~996 
9,236 36,761 2,785 200 0 

6, 35, 2, 4, 
]79 290 [;35 431 500 --. 81,002 78a]6~ 129,984 127,700 

138,419 268,403 
1,028 __.900,559 __901,587 $i,169,990 

See accompanying notes "to financial statements. 

30Z~2.22_ 
4,850 741. -0_0 "/ 7 ~4. _8.57 $1,0 5A~ =C!2~=9 
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ments. 

Unrestricted 
3,519 

___4~.863 
2,370,242 3,846 3,795 0 L 822 ]_~/38 ~y05 1_~386:L568 
52,678 57,432 84,552 69,35] 267,678 18,570 __sj 07o 558,33] 
670 
157,552 743j~Z $.. 90~0559 



1997 Permanently Rest]z~cted Tota~ 

0 0 0 0 (3,822) (3,822) (3,822) 

0 ___oo (3,$22) 4~850 $1==~=90 2 8 

]996 Total 
$ 3,519 $ 1,380 1,344 2_2~551_ .___ 4,863 3~931 
1,370,242 1,231 3,846 3 3,795 3 0 1 0 !~_~377,883 !_~3~!2,746 
52,678 57,432 84,552 69,351 267,678 18,570 8,070 558,331 

__670,685 .~L229,016 153,730 ._74__7,857 $.==901,587 

469 142 750 802 0 I.~2, 4_ 0~_16__33 i~ 44_~_09_44. 
62,311 ]35,046 84,973 64,832 227,135 18,086 23~994 o 614,323 
_.~6 8-t,_~_6 ~__! .L, 2 9_2_,_9_9 3 4 (53,840) __._8_Q!~9_6 9_7 

5. 



FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC. STATEMENT OF FUNCTIONAL EXPENSES YEAR ENDED JUNE 30, 1997 (With Summarized Financial Information 

Advertising Bank charges Depreciation Donation to Friends Alliance fer Housing, Inc Dues and subscriptions Emergency housing cost Field travel Insurance Interest Maintenance and repairs Miscellaneous Office supplies Other supplies Payroll taxes Postage Printing Professional fees Retirement Salaries Taxes and licenses Telephone Training Utilities Total 

e 
F a i r - weather . ]~od eq~ $ 86 0 4,016 0 5 0 0 4,048 1,433 246 113 282 :[39 3,000 :101 i15 1,388 1,107 35,803 0 165 0 9!! 

Case Manage- ment 71 0 729 0 3 0 4,578 7,553 478 225 94 1,795 103 3,013 84 49 674 1,194 35,704 0 417 142 5~6 

Peer S_gJgpor t ~eq~:~Z~ 114 0 167 0 6 1,273 6,419 8,284 1,671 383 55 376 186 4 635 135 149 1,630 1,728 55,262 0 238 0 84~ 

389 0 344 0 221 5,047 2,460 3,639 ],433 2,4]5 15] 57 ] 312 3,56] 23] 122 1,388 1,337 42,417 0 593 ]25 

See accompanying notes to financial statements. 



Employ- Drop-in Supported Total ment___ Centers Livinq _.'[ 99f2 $ 795 0 4,599 0 877 0 6,648 18,547 5,730 1,724 1,358 1,716 6.47 15,925 576 797 5,302 5,930 190,138 0 1,067 1,750 ~ 3,552 

$ 36 0 1,682 0 0 0 0 560 478 789 i, 54~I 29"[ 183 626 130 344 322 233 9,984 0 294 0 _i, 07_7 

$ 14 0 400 0 0 0 0 1,575 478 74 0 24 42 408 8 23 322 151 4,253 0 58 0 240 

$ 1,505 0 ]4,937 0 1,3_12 6,320 20,105 44,206 ]_1,701 4,856 3,312 5,055 1,612 31,168 1,265 1,599 11,026 11,680 373,561 0 2,832 2,017 -----~JI6 

Supporting Services Manage- ment and General $ 1,388 971 16,467 0 971 0 5,509 65,009 12,180 17,690 26,727 6,894 2,731 33,724 2,056 1,539 15,526 13,322 429,009 325 4,724 724 13,199 

Total 1997 Program and Supporting Services ..Expenses 2,893 97]. 31,404 0 2,083 6,320 25 614 109 215 23 88] 22 546 30 039 11 949 4 343 64 892 3 321 3 138 26,552 25,002 802,570 325 7,556 2,741 21,661 

Tota] _!%~L(L. ] , 39, 016 473 996 3~,561 3,38] [,,677 3] 823 ]15 539 28 073 19 206 3] 428 ]3 758 5,927 65,7]8 3,298 2,061 37,432 0 840,670 325 "7,942 2,274 $267,67____8 $18,5_ 70 $8 070 $5=5____8,3=31___: $670,685 $1,229,016 $~2911~93_4_ 

6. 



FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC. STATEMENT OF CASH FLOWS YEAR ENDED JUNE 30, 1997 (With Summarized Financial Information for the Year Ended June 30. 1996 
CASH FLOWS FROM OPERATING ACTIVITIES Changes in net assets Adjustments to reconcile change in net assets to net cash provided by (used for) operating activities: Deprec:iation Loss on deposit Net (increase) decrease in receivables and prepaid expenses Net increase (decrease) in accounts payable Net increase in accrued liabilities Donated equipment Net Cash Provided by (Used for) Operating Activities 
CASH FLOWS FROM INVESTING Purchase of certificate Proceeds from redemption ACTIVITIES of deposit of investments Purchase of property and equipment Net (increase) decrease in loans to non-related working affil~ates Proceeds from refund of deposit on property Net Cash Provided by (Used for) Investing Activities 
CASH FLOWS FROM FINANCING ACTIVITIES Repayment of loan payable to non-related working affiliate Repayment of notes payable 

1997 !~}!_(' 
$153 730 $(53,840) 
31 404 0 39, i, 996 500 ,c:~- 88 809 (98 .~.)5) 2 457 i 490 (],500) (8,296) 9,829 Q 
276,390 (_~ 09 ~ ~!(L6 ] 
(15,000) 0 (3,702) (80) 0 

0 30,0C)0 0 19,305 
//8,782) 72~c,0~ 
(4,500) (38,266) 0 ~ 4 4~_6.~!~i ) Net Cash (Used for) Financing Activities (42,766) _(44~_6~!5..) Net. Increase (Decrease) in Cash C'.ash at Beginning of Year Cash at End of Year 
214,842 (81,366) 90,123 $304,965 

See accompanying notes to financial statements. 

$ 90~lg~ 



FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC STATEMENT OF' CASH FLOWS (Continued) YEAR ENDED JUNE 30, 1997 (With Summarized Financial Information June 30, ~996 

Cash paid during the year for - Interest Income taxes Non-Cash Investing and Financing Transaction - Donated Equipment 

1997 1.996 
$24 112 $____o0 $~8~759 $ O 

See accompanying notes to financial statements. 
8 



FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC NOTES TO FINANCIAL STATEMENTS JUNE 30, 1997 
A. Descrintion of Organization Business Actlvitv The Friends Alliance for the Mentally Ill, Inc. ("Friends AMI"), is a non-profit organization which operates in the New Orleans Metropolitan Area. It is exempt from Federal income taxes under IRC 501(c) (3), and is listed in the Treasury's charitable contribution directory. It has several "Fees for Services" contracts with the Louisiana office of Mental Health and also receives other funding from dues and donations. The Organization is dedicated to creating an environment to help individuals who have been socially and vocationally disabled by mental illness to achieve or regain the confidence and skills to live vocat- ionally productive and socially satisfying lives. B. Summary of Significant Accounting Policies Basis of Accounting The financial statement of Friends AMI have been prepared on the accrual basis of accounting, and accordingly reflect all significant receivables, payables, and other liabili- ties. Basis of Presentation Financial statement presentation follows the recommendations of the Financial Accounting Standards Board in its State- ment of Financial Accounting Standards (SFAS) No. 137, Financial Statements of Not-for-Profit Organizations. Under SFAS No. 117, Friends AMI is required to report information regarding its financial position and activities according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. EstimatLes Friends AMI uses estimates and assumptions in preparing finan-- c:[al statements. Those estimates and assumptions affect the reported amounts of assets and liabilities, the dis- closure of contingent assets and liabilities, and the reported revenues and expenses. Actual results could differ from those estimates. Cash and Cash Eguivalents Friends AMI considers all investment instruments purchased with an original maturity of three months or less to be cash equivalents. 
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FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC. NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30, 1997 
Summary of Sianificant Accountina Policies Property and EauiDment (Cont'd) 
Friends AMI capitalizes all expenditures for property and equipment in excess ef $500. Purchased property and equipment are carried at cost. Donated property an~ equipment are carried at the approximate fair value at the date of donation. Depreciation is computed using the straight-line method. Net Assets Net assets are included in one of net assets, depending donor-imposed restrictions. of the following three classes on the presence and type of 
Unrestricted Net Assets - Those net assets whose use is not restricted by donors. Temporarily Restricted Net: Assets - Those net assets whose use has been limited by donors (a) to later periods of time or after specified dates, or (b) to specific purposes. Permanently Restricted Net Assets - Net: assets subject to State-imposed stipulations that resources be maintained permanently, but permits the organization to use up the economic benefit derived from these assets. Medicaid The Corporation receives Medicaid funding under a fixed price arrangement. These amounts are specifically excluded frem OMB Circular A-133 audit requirements. Medicaid funds totaling $390,271 were received in 1997 and are included in program service fees. Exoense Allocation The costs of providing various programs and other activities have been summarized on a functional basis in the State- ment of Activities and in the Statement of Functional Expenses. Accordingly, certain costs have been allocated among the programs and supporting services benefited. 

i0 
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FRIENDS ALLIANCE FOR THE MENTALLY ILL., INC NOTES TO FINANCIAL STATEMENTS (Continued) 
t:es o Funds in Jefferson Guaranty Bank, Metairie, Louisiana, at June 30 1997 are as follows: 5.00% Certificate of deposit due on July 17, 1998 5.00% Certificate of deposit due on September 15, 1997 Total 

om sta s 

$15, OOCt 
$55,0oo 

Due from State Agencies at June 30, 1997 is summarized as follows 
Total Management considers all receivables for 1997 to be collectible; accordingly, accounts was provided. e from 

the year ended no allowance for 
$144,359 
$~89,259 June 30, doubtful 

, an non- year 

1] 



FRII~NDS ALLIANCE FOR THE MENTALLY ILL, INC. NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30. 1997 
F. Pronertv and E~uiDment The related lives and accu~lulated depreciatiorl for each categor3 of assets is as follows: Asset Building and improvements Furniture and equipment Transportation equipment Household equipment Educational, recreational and cultural equipment 

Life 7 - 30 5 - I0 5 5 - 7 
Accumulated De g~_Keciation years $152 years 75 years 88 years Ii 7 years 
789 301 311 617 _ 1,494 $329,512 Movable property with a cost of $145,819 and a book value of $1,028 has been acquired with State grant funds, and has been capita]- ized as a component of property and equipment. Title and disposition control over such assets rests with the State of Louisiana. Accordingly, $i,028 is considered permanently restricted net assets at June 30, 1997. G. Lonq-term Debt The Organization's obligations under mortgages, notes payable and lease obligations consists of the following: 

12 



 
FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC. NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30 1997 

Lona-term l)ebt (Cont'd) In October 1992, Friends AMI entered into a financing agreement on the property at 830 Audubon Street, New Orleans, Louisiana. The financing was provided by the American Bank for the amount of $85,400, which was acquired by Hibernia National Bank in 1996. The note bears interest at the rate of Chase Manhattan's prime rate plus 2.5% per annum, with required monthly payments of interest and principal amounting to $1,059 through January 2004. In August 1992, Friends AMI acquired the Westbank location at 2051 Eighth Street in Harvey, Louisiana. The financing was provided by Gerald S. Carr in the amount of $150,000. The note bears interest at a rate of 10% per annum, with required monthly payments of interest and principal amounting to $1,982 through August 2002. On September 14, 1993, Friends AMI purchased the Eastbank Club property located at 3224 F]orida Avenue in Kenner, Louisiana. The purchase price of this property was $137,245. The outstanding balances for the purchase of this property as of June 30, 1997 is as follows: A first mortgage amortizable over five years bearing 9% interest per annum, and required monthly payments of interest and principal amounting to $1,204 through June 1998. A promissory note bearing interest at 2% above the certificate of deposit securing the loan, and payable October 15, 1997. A second mortgage amortizable over five years, bearing 7% interest per annum, and required monthly payments of interest and principal amounting to $475 through September 1998. During the year ended June 30, 1995, Friends AMI acquired equipment with a lease obligation bearing 22.38% interest, due in monthly installments of $113, including interest, through January 1998. Total 

$ 59,]84 

95,676 

17,020 
40,000 
6,806 
735 $~]9,47~ 
13 



FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 30, 1997 
Lonm-term Debt (Cont'd) Fol]owing is the schedule of future maturities of long-term debt Year ended June 30 ].998 1999 20[)0 2001 2002 Thereafter 
H. Permanently Restricted Net Assets At June 30, 199? of custodial comprised of depreciation State in the the Mentally 

$219+~+2~= 
the permanently restricted net assets consisted assets totaling $1,028. These custodial assets, furniture and equipment (stated net of accumulated purchased with State funds, would revert to the event of the dissolution of Friends Alliance for" Ill, Inc. I. Concentrat:[on of Credit Risk/Maior Customers Contracts with the State of ]Louisiana and Jefferson Parish, all of which are renewable annually, totaled $972,605, or approxi- mately 71% of service fee income. Funds received from Medicaid totaled $390,271, or apprcximate]y 28.5% of service fee income. At June 30, 1997, unsecured receivables from these agencies totale<~ $189,259. Financial instruments that potentially subject the Organization to credit risk include these accounts receivable. The Organization extends unsecured credit to the State of LouisJ-- ana. Financial instruments that potentially subject the Organization to credit risk include these accounts, which are shown ms Due from State Agencies. The Organization maintains funds at one banking institutJon which has a maximum FDIC insurance limit of $i00,000. The bank balance was $413,279 at June 30, 1997. Therefore, the FDIC uninsured amount was $313,2"79. 

14 



FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC. NOTES TO FINANCIAL STATEMENTS (Continued) JUNE 3O 1997 
J. Ret j rement Plan On March 21, 1995, the Organization began offering a defined contribution profit-sharing plan for its employees. The employers' annual contribution will be determined each year by the Organization's net profit. The plan is administered by the employer. The Organization contributed $25,002 to the retirement plan for the year ended June 30, 199'7. K. Third--Fartv Rate Adjustments and Revenues A portion of the revenue for 1997 was derived under State third- party reimbursement programs. These revenues are based, ~rl part, on cost reimbursement principles and are subject to audit and retroactive adjustments Dy the third-party fiscal interme- diaries. During year ended June 30, 1997, Friends AMI received approximately $60,550 in adjustments from prior year services. This amount was included in current year revenue. L. Contir~encies Friends AMI has a letter of credit for $15,000. This letter of credit is an agreement with a bank to guaranty the compliance with a contract between Fal~ilyAMI and the Louisiana Department of Health and Hospitals Region I - Community Services. ~4o amounts are outstanding on the letter of credit at June 30, 1997. The letter of credit expires June 30, 1998. 
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FRIENDS ALLIANCE FOR THE MENTALLY ILL, INC. SCHEDULE OF ACTIVITIES - BY BRANCH 

SUPPORT AND REVENUE Support: Donations Miscellaneous Revenue: Fees for services Interest income Dues 

E 30. 1997 
_Re~ ~)n I West Audubon Jefferson Friendship Friendship Club Club _ 
$ 2,176 1,344 
70].,611 3,846 3 795 

0 0 
323,811 0 0 

East Jefferson Friendship Club ~iP~a] 
$ 1,343 0 
344,820 0 0 

~;,519 ].344 1,370,242 3 , 846 9~795 Total Support and Revenue 7~!2~77.2 323,811 346,263 i~3~2~746 
Advertising ~~ank charges Depreciation Dues and subscriptions Emergency housing cost Field travel Insurance Interest Maintenance and repairs Miscellaneous Office supplies Other supplies Payroll taxes Postage Printing Professional fees Retirement Salaries Taxes and licenses Telephone Training Utilities Total Operating Expenses N 

2,043 971 16,559 1,089 6,320 3.6,490 63,975 13,945 11,633 ].4,741 5,143 2,347 37,784 1,811 1,675 ]7,222 14,484 460,939 0 3,589 1,500 ._~ 7,/Z~ 

378 0 6,419 473 0 4 771 21 558 4 729 6 726 7 551 4 294 843 14,252 1,142 712 4,442 5,542 180,823 175 2,031 563 4,996 2~L 0L~3~ 272 420 $==L~!=g_g $~  

472 0 8,426 521 0 4,353 23,682 5,207 4,187 7,747 2,512 1,153 12,856 368 751 4,888 4,976 160,808 150 1,936 678 5,892 251,563 $ 94t~_9=o6oo 

2,893 972 3],404 2,083 6,320 25,6]4 ]09,215 23,88] 22,546 30,039 22,949 4,343 64,892 3,321 3,138 26,552 25,002 802,570 325 7,556 2,741 ___~]_.,..66] !~_2 2.9 ~, 0 a66 
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SUPPORT AND REVENUE Support : Donat ions Miscellaneous Revenue: Fees for services Interest income Dues 

FRIENDS ALLZANCE FOE THE MENTALLY ILL, ~NC. SCHEDULE OF ACTIVITIES - BY PROGR~ v~w ~N~I~ JUNE 30. 1997 

Yotal Support and Revenue 
Advertising Bank charges Depreciation Dues and subscziptions Emergency housing coat Field travel Insurance Interest Maintenance and repairs Miscellaneous office supplies Other supplies Payroll taxes Postage Printing Professional fees Retirement; Salaries Taxes and licenses Telephone Training Utilities Total Operating Expenses INC;~ASE (DECREASE] IN NET ASSETS 

West Audubon Jefferson and Friendship 5d~_~'!nistrative Club 
0 40 266,616 0 0 

0 0 194,527 0 0 

East Jefferson Friendship Club 
$ 1,343 0 212,016 0 0 

Pair- westher 
0 0 40,243 0 0 2!,6~65_66 !94,5~ 213,359 _.4C,~243 

978 971 6,272 331 0 3,621 36,876 5,970 8,555 13,607 2,884 1,321 17,034 998 811 9,634 6,755 213,375 0 1,953 325 

165 O 4,294 296, 0 1,153 13,792 3,105 5,874 6,462 2,908 571 9,247 920 356 2,884 3,642 119,951 175 1,462 142 _ 3,484 IS0 883 
$ 13,64 4 

is!b~ 95~6 
$ 61 403 

86 0 4,016 5 0 0 4,048 3,433 246 113 282 139 3,000 
~,38B 1,~07 35,803 0 ~65 0 
.5~, 67B 



 

Case Manage- ment 
0 0 54,971 0 0 

Peer Support Housing 
0 0 75,983 0 0 
2,176 1,304 39,622 3,846 3,795 

Employ- ___n~n_t__ 
0 0 465,244 0 _00 

Drop-in Centers 
0 0 17,500 0 0 

Supported _ Livinq 
0 0 3,520 0 0 

-",519 ] ,344 1,37(,242 3,846 ____~295 54,971 75,983 50,743 4_6_5~ 24_44 17,500 , 3, 520 !~382~746 71 0 729 3 0 4,578 7,553 478 225 94 1,795 103 3,013 84 49 674 1,194 35,704 0 417 142 526 .57,432 
%(2,46!) 

114 0 1,167 6 1,273 6,419 8,284 1,671 383 55 376 186 4,635 135 149 1,630 1,728 55,262 0 238 0 841 
sl~ s=_~69) 

389 0 2,344 221 5,047 2,460 3,639 1,433 1,415 151 571 312 3,561 231 122 1,388 1,337 42,417 0 593 125 1,595 69,351 

795 0 4,599 877 0 6,648 ]8,547 5,730 1,724 1,358 1,716 647 15,925 576 797 5,302 5,930 190,138 0 1,067 1,750 _ 3=%52_ _2_62~6Z8 

36 0 1,682 0 0 0 560 478 789 1,541 291 183 626 130 344 322 233 9,984 0 294 0 1,077 

14 0 400 0 0 0 1,575 478 74 0 24 42 408 8 23 322 151 4,253 0 58 0 240 

2,893 971 31,404 2,083 5, 320 25,614 309,215 23,881 22,546 30, 039 11,949 4,343 64 , 892 3,32] 3,138 26,552 25,002 802,570 325 7,556 2,74] 18,570 8,070 I~2~,jC36 
s=~o~ L222 



KEITH T HAMILTON, C PA LEROY P LEGENDR~, C. PA KIRTH M PACIERA. CPA. 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC; ACCOUN1/LNTS S~IETY OF LOUISIANA CER~ ~[O EUBLIC ~CCOU ~ ANTS 

SPILSBURY, HAMIL'TON, LEGENDRE & PACtERA CERTIFIED PUBLIC ACCOL~N'fANTS 4731 CANAL ST. NEW ORLEANS~ LA. 70119 {504) 486-5573 FAX (504) 486-6091 
SIDNEY T SPILSBURY C.~).A (190549BcJ) 

INDEPENDENT AUDITOR'S REPORT ON THE INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Executive Director and Board of Directors Friends Alliance for the Mentally Ill, Inc New Orleans, Louisiana We have audited the financial statements of Friends Alliance for the Mentally Ill, Inc. (a Louisiana non-profit organization) as of and for the year ended June 30, 1997, and have issued our report thereor~ dated September 5, 1997. We conducted our audit in accordance with generally accepte5 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. The management of Friends Alliance for the Mentally Ill, Inc. ~s responsible for establishing and maintaining an internal control st2:ucture. 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 safe- guarded 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 Js 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. In planning and performing our audit of the financial statements of Friends Alliance for the Mentally Ill, Inc. for the year ended June 30, 1997, we obtained an understanding of the internal centre] structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and 38. 



KEITH 1. HAMILTON. SPA LEROY P LEGENDIRE, C. PA KIRTH M PACtERA. SPA 
MEMBERS OP AMERICAN =NS~ITUTE OF C~RIIFJED PUBLIC ACCOUNTt,N3"$ SOC4~TY o$ LOUISlt~t~#, CERTIFIED PUBLIC ACCOUN~e,h'T$ 

SPILSBURY, HAMILTON, LEGENDRE & PACIEFIA CERTIFIED PUBLIC ACCOUNTANTS 4731 CANAL ST. NEW ORLEANS, LA. 70119 (504) 486-5573 FAX (504) 486-6091 
SIDNEY T. SPILSBURY, C ~ A (1905-1985) 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Executive Director and Board of Directors Friends Alliance for the Mentally Ill, Inc. New Orleans, Louisiana 
We have audited the financial statements of Friends Alliance for the Mentally Ill, Inc. (a non-profit organization) as of and for the year ended June 30, 1997, and have issued our report thereon dated September 5, 1997. 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 appl~cabffe to Friends Alliance for the Mentally Ill, Inc. is the responsibility of the management of Friends Alliance for the Mentally Ill, Inc. 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 compli- ance 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 Executive Director, Board of Directors, management, and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
September 5, 1997 2~ 


