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NEW  O RLEAN S EDU CATIO N AL TALENT SEAR CH  PR O G R AM , IN C. 
4215 SO U TH  C LA IBO R N E A V EN U E 
N EW  O RLEA NS, LO UISIANA 70125 

(504) 821-8844 

February 11, 1999 

Offi ce of Legislative Auditor 
State of Louisiana 
1600 N orth  Third Street 
P.O . Box 94397 
Baton Rouge, La. 70804-9397 

CO RREC TIVE AC TIO N PLA N 

In an effort to respond to the auditor's findings and recom m endations, we have implem ented the 
follow ing the procedures to prevent such recurrences, 

1 .) W e have engaged an outside accounting finn, CLW  and Associates, to update and 
m aintain our accounting records starting from  July/, } 997 to present. This will enable us 
to keep our records prom ptly recorded and reconciled, and to ensure com plian ce with 
existing contracts. 

2.) W e have also purchased a new computer system installed with sophiscated accounting 
software to assist in the tim ely recording of financial transactions. This will also address 
to issues of com pliance with federal and state tax reporting agencies. 

3.) 

4.) 

W e are: in the process of establishing m ultiple checking accounts are specifically assigned 
to individual program s to prevent any conflicts or the appearance of any internal control 
difficulties in the m anagem ent of funds. 

W e vow ed to tim ely subm it all required docum ents and reports to our auditor's to ensure 
that the audit is prepared and tim ely subm itted to your offi ce as w ell as any cognizax~t 
agency's office prior to its due date. 

Respectfully Yours 

Robert P. M cFarland 
Executive D irector 
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C A R L R . JO H NSO N Certified Public Accountant 

2642 Tulane Ave. 
Suite B 
New O rleans, La. 70119 

(504) 822-6477 
(504) 553-0042, Pager 

E-Mail: crjcpa20 @ aol.corn 

REPO RT O N BASIC FINANCIAL STATEM ENTS AND SCHEDULE O F 
FEDERAL AW ARDS 

To the Board of Directors 
New Orleans Educational Talent Search Program , Inc 
4215 S. Claiborne Avenue 
New O rleans, LA 70125 

I have audited the accom panying balance sheet of New O rleans Educational Talent Search 
Program , Inc. as of June 30, 1998, and the related statem ents of activities and cash flows for the 
years then ended. These financial statem ents are the responsibility of New O rleans Educational 
Talent Search Program , Inc. m anagem ent. M y responsibility is to express an opinion on these 
financial statem ents based on m y audit. 

I conducted m y audit in accordance with generally accepted auditing standards and Governm ent 
Auditing Standards issued by the Com ptroller G eneral of the United States. Those standards 
required that I plan and perform the audit to obtain reasonable assurance about w hether the 
financial statem ents are free of m aterial m isstatem ent. An audit includes exam ining, on a test 
basis, evidence supporting the am ounts and disclosures in the financial statem ents. An audit also 
includes assessing the accounting principles used and significant estim ates m ade by 
m anagem ent, as well as evaluating the overall financial statem ent presentation. I believe the 
audit provides a reasonable basis for m y opinion. 

In m y opinion, the financial statem ents referred to above present fairly, in all m aterial respects, 
the financial position New Orleans Educational Talent Search Program , Inc. as of June 30, 1998 
and its cash flows for the year then ended in conform ity w ith generally accepted accounting 
principles. 

As discussed in Note G to the financial statem ent, the organization does not m aintain proper 
controls of cost allocations. These unce rtainties m ay cause problem s with their cognizant agency. 

In accordance with Governm ent Auditing Standards, I have issued a reported dated February 8 
1999 on m y consideration of New O rleans Educational Talent Search Program , Inc.'s interna 
control structure and report dated February 8, 1999 on com pliance w ith laws and regulation. 



My audit was m ade for the purpose of form ing an opinion on the basic financial statement of New 
O rleans Educational Talent Search Program , Inc. taken as a whole. The accom panying Schedule 

of Federal Awards for the years ended June 30, 1998 is presented for purposes of additional 
analysis and is not a required part of the basic financial statem ents. The inform ation in that 

Schedule has been subjected to the auditing procedures applied in the audit of the basic financial 
statem ent and, in m y opinion, is fairly stated in all m aterial respects in relation to the basic 
financial statem ents taken as a whole. 

Carl R. Johnson 
Certified Public Accountant 

Februa~  8,1999 



NEW  O RLEANS EDUCATIO NAL TALENT SEARCH PRO G RAM , INC 
STATEM ENT O F FINANCIAL PO SITIO N 

JUNE 30, 1998 

Current Assets 
G rant Receivable 
Due to Others 

Total Current Asset 

Total Assets 

ASSETS 

LIABILITIES A ND NET ASSETS 

Current Liabilities 
Cash Deficit 
Payroll Taxes Payable 
Note Payable 

Total Current Liabilities 

Net Assets 
Unrestricted 

Total Net Assets 

Total Liabilities and Net Assets 

$23,916 
25,714 

49,630 

$49,63O 
~ ~ ~ ~ ~ ~ ~ 

$ 606 
29,467 
19,557 

49.630 

-0- 

-0- 

$49,630 

See auditor's report and notes to the financial statem ent 



NEW  O RLEANS EDUCATIO NAL TALENT SEARCH PRO GRAM , INC 
STATEM ENT O F ACTIVITIES 

FO R THE YEAR ENDED JUNE 30, 1998 

Revenue, G ains, and Other Support 

Expense 

Grant Revenue Project Independence 
G rant Revenue Drug Prevention 
G eneral 

Unrestricted 

$184,768 
118,000 
59.203 

Total Revenue, G ains and Other Support 361,971 

Project Independence 
Drug Prevention 
G eneral 

Total Expenses 

Change in Net Assets 

Net Assets, Beginning of Year 

Net Assets. End of Year 

184,768 
118,000 
59.203 

361,971 

-0- 

-0- 

-0- 

See auditor's report and notes to the financial statem ent 



NEW  O RLEANS EDUCATIO NAL TALENT SEARCH PROG RA M , INC 
STATEM ENT O F CA SH FLOW S 

FO R THE YEAR ENDED JUNE 30, 1998 

Cash Flow s from O perating Activities 
Net Assets 
Adjustments to reconcile net assets to net cash 
provided by operating activities: 

Change in account receivable 
Change in other current liabilities 

Total Adjustments 

Net Cash Provided by Operating Activities 

Cash Flows from Investm ent Activities 

Net Cash Provided by Investing Activities 

Cash Flows from Financing Activities 
Repaym ent of Long Term Debt 

Net Cash Provided by Financing Activities 

Net Increase(Decrease) in Cash 

Cash at Beginning of Year 

Cash at End of Year 

$ 960 
11.059 

(19,300) 

See auditor's report and notes to the financial statem ent 
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$ -0- 

12.019 

12.019 

(19,300) 

(7,281) 

6,675 

$( 606) 



NEW  O RLEANS EDUCATIO NAL TALENT SEARCH PRO G RA M , INC 
STATEM ENT O F FUNCTIO NAL EXPENSES 
FO R THE YEAR ENDED JUNE 30, 1998 

Salaries 
Fringe Benefits 

Total Em ployee Cost 

Rent 
Printing 
Utilities 
Telephone 
Travel 
Postage 
O ffice Supplies 
Custodial Supplies 
Equipm ent Rental 
M aterial & Supplies 
Liability Insurance 
W orkshop 
Security Service 
Custodian 
Accounting 
O perating Services 

Pr~e~ 
I_ _ndependence 

$112,220 
23.043 

Drug Total 
Prevention G eneral Expenses 

$ 79,001 
11.890 

135.263 90.891 

8,400 
1,278 
3,512 
3,590 
135 
125 

1,590 
912 

3,319 
7,925 
428 

8,571 
1,587 
4,133 
4.000 

Total O perating Expenses 49,505 

Total Expenses $184,768 
= = = = ~ = =  

780 

6.623 

7.436 

6,600 
5.670 

$28,849 
2.543 

31,392 

11,405 

3,095 
9,054 

25O 
2,510 

1.497 

27.109 27.811 

$118,000 

See auditor's report and notes to the financial statem ent 
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$220,070 
37.476 

257.546 

19,805 
1,278 
6,607 

12,644 
915 
375 

10,723 
912 

4,816 
15,361 

428 
8,571 
1,587 
4,133 
10,600 
5.670 

104,425 

$361,971 
~ = = = = = =  



NEW  O RLEANS EDUCATIO NAL TALENT SEARCH PROG RAM , INC 
NOTES TO THE FINANCIAL STATEM ENTS 

JUNE 30, 1998 

NOTE A - SUM M ARY O F SIG NIFICANT ACCO UNTING PO LICIES 

Organization 

New Orleans Educational Talent Search Program , Inc. is a N on-Profit Organization established to provide 
social services to residents of New Orleans, LA. The source of revenue com es from the Departm ent of 
H ealth and Hospilals, Office of A lcohol and D rug A buse and D epartm ent of Social Services, O ffi ce of 

Fam ily Support. 

2. Presentation of Financial Statem ents 

The accom panying financial statem ents have been presented in accordance w ith generally accepted 
accounting principles. They are presented on the accrual basis ofaccotmting. 

D uring audit periods som e of the w orkers for the corporation w ere em ployed by a tem porary em ploym ent 
serv ice. The payroll were filed by the personnel compan y and the workers were carried on their federal and 
state tax returns along with their workm an com pensation and general liability. 

3. Basis of Reoortin~ 

The Agency has adopted SFA S N o. 117 which establishes standards for external financial reporting by not- 
for-profit organizations and requires that resources be classified for accounting and reporting purposes into 

three net assets categories (i.e. unrestricted net assets, temporarily restricted net assets and permanently 
restricted net assets) accordingly to external donor imposed restrictions. 

A description of the three (3) net assets categories is as follows 

Unrestricted N et A ssets include the follow ing: 

Unrestricted Net assets include funds not subject to donor-imposed stipulations. 
The revenues received and expenses incurred in conducting the m ission of the 
Agency are included in this category. The A gency has determ ined that any donor 
im posed restrictions for current or developing program s and activities are 
generally m et within the operating cycle of the A gency, and therefore, the A gency's 
polity is to record these assets as unrestricted. 



Tem porarily restricted net assets include realized gains and losses, investm ent 
incom e and gifts, appropriations and contributions for which donor imposed 
restrictions have not been m et. 

Permanently restricted net assets are contributions which are required by the 
donor im posed restriction to be invested in perpetuity and only the incom e be 
m ade available for program operations in accordance w ith the donor restrictions 
Such incom e is reflected in tem porarily restricted assets until utilized for donor 
im posed restrictions. 

At June 30, 1998, the Agency did not have any perm anently restricted or 
tem porarily restricted net assets. 

Cash and (;ash Eouivalents 

For purp oses of the statem ent of cash flow s, the A gency considers all highly 
liquid investm ents purchased with a m aturity of three m onths or less to be cash 
equivalents. 

Property. Plant and EouiDm ent 

Property, Plant and Equipm ent is stated at cost, if purchased, or at fair m arket 
value at the date of gift, if donated. 

Revenue Recomlition 

For financial reporting purp osed, the A gency recognize revenues as earued 

Functional A llocation of Expenses 

The costs of providing for various program s and other activities have been 
sunm larized oll a functional basis in the statem ent of activities. A ccordingly, 
certain cost have been allocated am ong the program s and supporting services 
benefitted. 

NO TE B - EXEM PT STATUS 

The corporation is tax exempt under provision of Section 501 (c)(3) of the Internal Revenue Code. The 
corp oration m eets all of the applicable provision of the law . 

NOTE C - LAND, BUILDING AND EQUIPM ENT, NET 

Fixed assets are stated at cost. D onated property and equipm ent are stated at fair m arket value at the date 

8 



of donation. Depreciation is com puted using the straight-line m ethod over the estim ated useful lives of the 

assets. 

Total fixed assets as of Jtme 30, 1998 was valued at $-0-. Fixed assets consisted of the following categories 

D escription 

IBM  System 38 
and Peripheral 

Furn iture & Office 
Equiplnent 

Tota 

NOTE D - NOTE PAYABLE 

Life D ate Cost Accum Basis 
Acq. D epr 6-30-98 

7 yrs 1984 $240,000 $240,000 0 

5 yrs Vari 

N otes payable consisted of th e following at June 30, 1998 

21,154 21,154 

$261,154 $261,154 

N ole payable ~.o Liberty Bank, interest a't bank's prim e 
rate (8.25%) due upon demand) $19,557 

NO TE E - CO M PEN SATIO N TO DIRECTO R S 

0 

0 

The m em ber of the Board of Directors received no compensation for services related to the govern ing of this 
agency or any of its program s nor w ere there any accruals m ade for these activities during the pedod being 
audited. 

NO TE F - ECO NO M IC D EPENDENC Y 

The agency received the majority of its revenue from funds provided through grants administered by various 
state and city agencies. If significant budget cuts are m ade at the federal, state and/or city level, th e am otu~t 
of the funds the organization receives could be reduced significantly and have an adverse impact on its 
operation. M an agem ent is not aware of any actions that w ith adversely affect the am otmt of funds it w ill 
received in the next fiscal year. 



N O TE G - CA SH 

The agency m aintains only one checking accoun t for the entire organization. A ccount receivables are factors 
and the bank deposits do not reflect the entire am otmt of funds received from  the cognizant agency. Cost 
of factoring is absorb by the general ftm ds which is not reconcile. Additionally, the program expenditures 
are not identified in a specific account in th e general ledger. The lack of separate program account provided 
inadequate control of cost and proper distribution of program expenditures. 



C A R L R . JO H N SO N Certified Public Accountant 

2642 Tulane Ave, 
Suite B 
New O rleans, La. 70119 

(504) 822-64"77 
(504) 553-0042, Pager 

E-Maih crjcpa20 @ aol.com 

INDEPEND EN T A UDITO R 'S REPO R T O N CO M PLIA NCE A ND  O N INTER NA L CON TR OL 
O V ER FINANCIAL RE PO RTIN G BA SED O N AN AUDIT O F FINAN CIAL STATEM ENTS 
PERFO RM ED IN A C CO RD AN CE W ITH G O VERNM ENT AU DITING STANDARD S 

"1"o tile Board of D irectors 
N ew Orleans Educational Talent Search Program , Inc 
4215 S. Claibom e Avenue 
New Orleans, LA 70125 

l have audited the financial statem ents of N ew Orleans Educational Talent Search Program , Inc. as of and 
for th e year ended June 30, 1998, and have issued m y report thereon dated February 8, 1999. I conducted 
m y audit in accordance w ith generally accepted auditing standards an d the stan dards applicable to financial 
audits cont ained in Governm ent A uditing Stan dards, issued by the Comptroller General of the United States. 

Com pliance 

A s part of obtaining reasonable assurance about whether the N ew Orleans Educational Talent Search 
Program , Inc.'s financial statem ents are free of m aterial m isstatem ent, I perform ed tests of its compliance 
with certain provisions of laws, regulations, contracts and gran ts, noncom pliance with which could have a 
direct and m aterial effect on the determ ination of financial statem ent am ounts. H ow ever, providing an 

opinion on compliance with those provisions was not an objective of my audit an d accordingly, I do not 
express such an  opinion. The results of m y tests disclosed no instances of noncom pliance that are required 
to be reported under Govern m ent A uditing Standards. 

Intern al Control over Financial Reoortin~, 

In planning and perform ing m y audit, I considered N ew Orlean s Educational Talent Search Program ]nc.'s 
intern al control over financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing m y opinion on th e financial statem ents and not to provide assuran ce on th e intern al control over 
financial reporting. M y consideration of the internal control over financial reporting would not necessarily 
disclose all m atters in the internal control over financial reporting that m ight be m aterial weaknesses. A 
m aterial w eakness is a condition in which the design or operation of one or m ore of th e intern al control 
com ponents does not reduce to a relatively low level the risk that m isstatem ents ill am ounts that would be 
m aterial in relation to the finan cial statem ents being audited m ay occur an d not be detected with in a tim ely 
period by em ployees in the norm al course of perforn fing th eir assigned functions. I noted no m atters 
involving the intern al control over finan cial reporting and its operation that I consider to be m aterial 
weaknesses. 



This report is intended for the inform ation of m anagem ent, and others within the organization and the 
appropriate state and federal agencies. However, this report is a m atter of public record, and its distribution 
is not lim ited. 

Carl R. Johnson 
Certified Public Accountant 

February 8, 1999 



C A RL R . JO H N SO N Certified Public Accountant 

2642 Tulane Ave. 
Suite B 
New O rleans. La. 70119 

(504) 822-6477 
(504) 553-0042, Pager 

E-Mail: crjcpa20 @ aol.co m 

INDEPENDENT AUDITOR'S REPORT ON COM PLIANCE W ITH REQUIRE M ENTS 
A PPLICA BLE TO  EA CH  M AJO R PRO G RA M  A ND INTERN A L CO NTR O L O VER 

CO M PLIANCE IN ACCO RDANCE W ITH OM B CIRCULAR A-133 

To the Board of Directors 
New Orleans Educational Talent Search Program ,/nc 
4215 S. Claibom e Avenue 
N ew Orleans, LA 70125 

Com pliance 

I have audited the com pliance of N ew Orleans Educational Talent Search Program , Inc. with the types of 
com pliance requirem ents described in the U .S. OM B Circular A-133 Com pliance Supplem ent that are 

applicable to its major program for the year ended June 30, 1998. New Orleans Educational Talent Search 
Program, Inc.'s major federal program is identified in the summary of the independent auditor's results 
section of the accom pan ying schedule of findings and questioned costs. Com pliance with the requirem ents 
of laws, regulations, contracts and grants applicable to its major federal progran ~, is the responsibility of the 
N ew Orlean s Educational Talent Search Program , Inc.'s m anagem ent. M y responsibility is to express an  
opinion on N ew Orleans Educational Talent Search Program , In c.'s com pliance based on m y audit. 

I conducted nay audit of com pliance in accordance w ith generally accepted auditing stan dards; the standards 
applicable to financial audits contained in Govern m ent Auditing Standards, issued by the Com ptroller 

General of the United States, and Office of Management and Budget (OM B) Circular A-133, "Audits of 
States, Local Govern m ents and N on profit Organ izations". Those standards and OM B Circular A-133 
require that I plata an d perform  the audit to obtain reasonable assuran ce about whether noncom pliance w ith 
the types of com plian ce requirem ents referred to above that could have a direct and m aterial effect on a 

major federal program occurred. An audit includes examining, on a test basis, evidence about New Orleans 
Educational Talent Search Program , lnc.'s com pliance w ith those re quirem ents and perform ing such other 
procedures as 1 considered necessary  in the circum stances. I believe that m y audit provides a reasonable 
basis for m y opinion. M y audit does not provide a legal determ ination on New Orleans Educational Talent 
Search Program , lnc.'s com pliance w ith those requirem ents. 

In my opinion, New Orleans Educational Talent Search Program , Inc. complied, in all m aterial respects, with 

the requirements referred to above that are applicable to its major federal program for the year ended Jun e 
30, 1998. How ever, the results of m y auditing procedure disclosed an instan ce of noncom plian ce w ith th ose 
requirem ents that is required to he reported in acordan ce with OM B Circular A -133 and which is described 

in the accompanying schedule of findings and questioned costs (Schedule II) as item 98-01-98-06. 



Intern al Control over Com oliance 

The m anagem ent of N ew Orleans Educational Talent Search Program , Inc. is responsible for establishing 
and m aintaining effective intern al control over com pliance w ith requirem ents of laws, regulations, contracts 
and grants applicable to federal program s, ha planning an d perform ing my audit for lhe year ended June 30, 
1998, / considered the N ew Orleans Educational Talent Search Program , Inc. intern al control over 

compliance with requirements that could have a direct and material effect on a major federal program in 
order to determine m y auditing procedures for the purpose of expressing m y opinion on com pliance an d to 
test and report on intern al control over com pliance in accordance w ith OM B Circular A -133. 

1 noted a certain m atter involving the internal control over com pliance and its operation that I consider to 
be a reportable condition. Reportable conditions involve m atters com ing to m y attention relating to 
significant deficiencies in the design or operation of the internal control over com plian ce th at, in m y 

judgement, could adversely affect New Orleans Educational Talent Search Program, Inc.'s ability to 
administer a major federal program in accordance with applicable requirements of laws, regulations 
contracts and grants. The reportable condition is described in the accompanying schedule of findings and 
questioned costs as item 98-01 - 98-06. 

A m aterial w eakness is a condition in which the design or operation of one or m ore of the internal control 
com ponents does not reduce to a relatively low level the risk that noncom pliance w ith applicable 

requirements of laws, regulations, contracts and grants that would be material in relation to a major federal 
program being audited m ay occur and not be detected w ithin a tim ely period by em ployees in th e normal 
course of perform ing their assigned functions. I noted no m atters involving the intern al control over 
com pliance and its operation that I consider to be m aterial w eaknesses. 

This report is intended for the inform ation of m anagem ent, the board of directors, the Legislative Auditor 
of the State of Louisiana, the City of N ew Orlean s, and U .S. D epartm ent of Housing and Urban 

Carl R . Johnson 
Cerlified Public Accountant 

February 8,1999 

is a m atter of public record, an d its distribution is not lim ited 



NEW  O RLEAN S EDU CATIO NAL TALENT SEAR CH  PR O G RAM , INC 
SCH EDULE O F FEDERA L FINANCIAL ASSISTANCE 

FO R TH E Y EAR ENDED JUNE 30, 1998 

Federal Grantor/ 
Pass-Thru Grantor/ 
Program Title 

U .S. Departm ent of H ealth and 
Hnm an Services 

Offi ce of Alcohol & Drug A buse 
D rug Free Program  

Federal 
CFDA 
N um ber 

A gency 
or Pass 
Thru 
N um ber 

Federal 

13.992 57612 $118,000 

Pass-through from State of Louisiana 
Departm ent of Social Services 
O ffi ce of Fam ily Support 

Project Independence 13.780 06597 184,768 

Tota $302,768 
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SC H ED U LE 1 

NEW  O RLEA N S EDU CA TIONAL TA LEN T SEAR CH  PR O G RA M , INC 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
SUM M AR Y O F TH E INDEPEN DENT AU DITO R 'S RESULTS 

FO R TH E YEA R ENDED JU NE 30, 1998 

Type of report issued on the financial statem ents qualified 

D id the audit disclose any reportable conditions in internal control n__oo 

W ere any of the reportable conditions m aterial weaknesses no_  

D id the audit disclose any noncom pliance which is m aterial to the financial statem ents no 

Did the audit disclose any reportable conditions in internal control over major programs .E~ 

W ere any of reportable conditions in internal control over major programs material weaknesses 

Type of report issued on compliance for major programs ~Nualified 

D id the audit disclose any audit findings, which the independent auditor is required to report 
under OM B Circular A - 133 y&s. 

The following is an identification of major programs 
N ot Applicable 

The dollar threshold used to distinguish between Type A and B Program s as described in OM B 
Circular A-133, Section 520(b) is as follows: 
N ot Applicable 

D id the auditee qualify as a low risk auditee under OM B Circular A -133, Section 530. 
N ot Applicable 



SCH EDULE II 

NEW  O RLEAN S EDU CATIO NAL TALENT SEAR CH PRO G RA M , INC 

SCHEDULE OF FINDINGS AND QUESTIONED COST 
FO R TH E Y EAR ENDED JUNE 30, 1998 

98-01 Checking Account 
Condition 
The agency m aintains one checking account for the program funds and general account. It is som etim es 
unclear as to whom the program expenditure should be applied to. 

Recom m endatio 
The agency should set up a separate checking account for each program 

98-02 Sequential O rder of C hecks 
Condition 
The agency continues to w rite checks out of sequence. These poor control over checks inventory could 
cause lost or m isplace check inventory. 

Recom m endation 
I reconunend the num ber sequence of check be enforced 

98-03 Signature on C heek 
Condition 
The agency only has one authorized person to sign checks 

Recom m endation 
Proper internal control requires that dual signature be required for all disbursem ents 

98-04 Payroll Taxes 
Condition 
During m y audit, I noted that the 941 's were file tim ely, but the paym ents were not. 

Recom m endation 
Federal Law s requires all taxes be filed and paid tim ely 

98-05 
Condition 
The audit of the A gency for the year ended June 30, 1998 w as not com pleted w ithin the six m onths in 
accordance w ith Louisiana Revised Status 24:513 and section 329.01 of the Louisiana Governm ent Audit 
Guide. This condition was due in part, to untim ely preparation of ~mavailability of required accounting 
records and key em ployee illness. 



Continued 

Recom m endation 
In order for the agency to m aintain th eir funding it is im perative the audit report is file w ith in th e tim e fram e 
allocaled. 

98-06 Independent Contractor 
Condition 
The agency em ploys its counselors as independent contractors 

Recom m endation 
Federal Law requires th at proper classification of employm ent be required by the agency in order to comply 
w ith federal em ploym ent regulation. 



SCH EDU LE III 

NEW  O R LEAN S EDU CATIO NAL TALENT SEAR CH  PR O G RA M , INC. 
STATUS O F PRIO R Y EAR 'S FINDING A ND REPO RTA BLE CO NDITIO NS 

Reportable Condition 

2 

97-01 Budget 
Condition 
The agency did not m aintain budget for 
active program 

Current Status 
I noted no such condition in cmTent year 

97-02 Cash 
Condition 
The agency m aintain one checking account for 
all program s. 

Current Status 
See Finding 98-01 repeat finding 

97-03 R eporting 
Condition 
Cost report to the cognizant agencies did not 
agree to [general ledger. 

Current Status 
I noted no such condition in current 

M ATERIAL W EAKNESS 

97-04 Sequential O rder Check Num bers 
Condition 
Check num bers were out of sequence 

Current Status 
See Finding 98-02 - repeat finding 

Resolve Unresolved 

X 

X 

X 



2 97-05 Signature on C heeks 
Condition 
A gency uses only one signature on checks 

Continued 

Current Status 
See Finding 98-03 - repeat finding 

Reportable Condition 

COM PLIAN CE 

2 

97-06 Payroll Taxes 
Condition 
941 's for 1997 w ere paid late 

Current Status 
See Finding 98-04 - repeat finding 

97-07 A udit report subm itted late 
Condition 
The audit report for the year ended June 30, 1997 
w as not subm itted w ithin six m onths of the close 
of the entity's fiscal year. 

Current Status 
See Finding 98-05 - repeat finding 

97-08 Independent Contractor 
Condition 
The A gency employs all counselors as independent 
contracts 

Current Status 
See Finding 98-06 - repeal finding 

Resolve 

X 

Unresolved 

X 

X 

X 



SPECIFIC REQUIREM ENTS 

2 

97-09 D rug Free Program  
Condition 
The agency incurred unallow able expense on these 
request for reim bursem ents 

Current Stalus 
I noted no such condition in current year 

97-10 Project Independence 
Condition 

Lack of supporting documentation cause adjustments 
to reim bursem ents 

Cutxent Status 
] noted no such condition in cmTent year 

X 
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N EW  O RLEANS EDUCATIO NAL TALENT SEARCH PRO G RAM , INC . 
4215 SO U TH  CLA IBO RN E A V EN U E 
N EW  O R LEA N S, LO U ISIA N A 70125 

(504) 821-8844 

February 11, 1999 

REPRESENTATION LETTER 

Carl R . Johnson, Certified Public A ccountant 
2642 Tulane Avenue 
Suite B 
N ew Orleans, Louisiana 70119 

lu connection w ith your audit of the basic financial statem ents as of and for the fiscal year ended 
June 30, 1998 for the purpose of expressing an opinion on whether the financial statem ents 
present fairly, in all m aterial respects, the financial position, results of operations and cash flows 

of [name of recipient organization] in conformity with generally accepted accounting principles, 
we confirm , to the best of our know ledge and belief, the following representations m ade to you 
during your audit. 

W e are responsible for the fair presentation in the financial statem ents of the financial 

position and the results of operations and cash flows of [name of recipient organization] in 
conform ity w ith generally accepted accoun ting principles. 

2. W e have m ade available to you all--  

a. Financial records and related data 

b. M inutes of meetings ofthe board of directors of [name of recipient organization] and its 
com m ittees, or sum m aries of actions of recent m eetings for which m inutes have not yet 
been prepared. 

3. There have been no-- 

a. Irregularities involving m anagem ent or em ployees who have significant roles in the 
intern al control structure. 

b. Irregularities involving other em ployees that could have a m aterial effect on the 
financial statem ents. 



c. Com m unications from regulatory agencies concerning noncom pliance w ith, or 
deficiencies in, financial reporting practices that could have a m aterial effect on the 

financial statem ents. 

4. W e have no plans or intentions that m ay m aterially affect the carrying value or 
classifications of assets, liabilities, or fund balances. 

5. The following have been properly recorded or disclosed in the financial statem ents 

a. Related-party transactions and related am ounts receivable or payable, including 
revenues, expenditures/expenses, loans, transfers, leasing arran gem ents, and guarantees. 

b. Arrangem ents w ith financial institutions involving repurchase or reverse repurchase 
agreem ents, com pensating balances, or other arrangem ents involving restrictions on 

cash balances and line of credit or sim ilar arrangem ents. 

c. Agreem ents to repurchase assets previously sold 

d. Security agreem ents under the Uniform Com m ercial Code 

e. Contractual obligations for purchases of assets 

f. Liens, encum brances, or subordination of assets pledged as collateral in any way 

g. Subordination ofany liabilities 

h. A ll lease or rental obligations under noncancelable long-term leases 

6. There are no-- 

a. V iolations or possible violations of law s or regulations whose effects should be 
considered for disclosure in the financial statem ents or as a basis for recording a loss 
contingency. 

b. Other m aterial liabilities or gain or loss contingencies that are required to be accrued or 
disclosed by Statem ent of Financial A ccoun ting Standards N o. 5. 

c. Reservations of fund balance that were not properly authorized and approved 

7. There are no m aterial transactions that have not been properly recorded in the acco un ting 
records underlying the financial statem ents. 

8. Provision, when m aterial, has been m ade to 

a. Reduce excess or obsolete inventories to their estim ated net realizable value 



b. Reduce all investm ents for perm anent declines in value 

c. Record all allow ance for estim ated uncollectible receivables. 

9. The organization has satisfactory title to all owned assets, and there are no liens or 
encum brances on such assets, nor has any asset been pledged. 

Provision has been m ade for any m aterial loss to be sustained as a result of purchase 
com m itm ents for inventory  quantities in excess of norm al requirem ents or at prices in 
excess of prevailing m arket prices. 

W ith respect to com pliance w ith law s and regulations affecting the organization, we 
represent the follow ing: 

a. W e are responsible for the organization's com pliance w ith the law s and regulations 
applicable to it. 

b. W e have identified and disclosed to you all law s and regulations that have a direct and 
m aterial effect on the determ ination of financial statem ent am ounts. 

c. W e have com plied w ith all aspects of law s, regulations, and contractual agreem ents th at 
w ould have a m aterial effect on the financial statem ents in the event of noncom pliance. 

W e have identified all accounting estim ates that could be m aterial to the financial 
statem ents, including the key factors and significant assum ptions m lderlying those 
estim ates, and w e believe the estim ates are reasonable in the circum stances. 

13. N o events have occurred subsequent to the balance sheet date that w ould require 

adjustments to, or disclosure in, the financial statements. 

14. W ith respect to federal awards program s--  

a. W e have identified in the Schedule [of Expenditures] of Federal Awards all assistance 
provided by federal agencies in the form of grants, contracts, loans, loan guarantees, 
property, cooperative agreem ents, interest subsidies, insurance, or direct appropriations, 
including noncash assistance. 

b. W e have identified the requirem ents govern ing political activity, the D avis-Bacon Act, 
civil rights, cash m anagem ent, federal financial reports, allowable costs/cost principles, 
Drug-Free W orkplace A ct, and adm inistrative requirem ents over federal aw ards. 

c. W e have identified th e requirem ents govern ing types of services allowed or not 

allowed; eligibility; matching, level of effort, or earmarking; reporting; [include any 



special provisions]; claims for advances and reimbursements; and amounts claimed or 
used for matching that are applicable to major federal awards programs. 

d. W e have com plied, in all m aterial respects, with the requirem ents in connection w ith 
federal aw ards. 

Inform ation presented h~ federal financial reports and claim s for advances and 
reim bursem ents is supported by the books and records from which the basic financial 
statem ents have been prepared. 

Am ounts claim ed for reim bursem ent or used for m atching w ere determ ined in 
accordance w ith requirem ents of the Offi ce of M anagem ent and Budget an d agency 
requirem ents. 

W e have m onitored subrecipients to determ ine that the subrecipients expend financial 
assistance in accordance w ith applicable laws and regulations, an d have m et the 
requirem ents of OM B Circular A -133 or other applicable federal audit requirem ents. 

W e have taken appropriate corrective action on a tim ely basis after receipt of a 
subrecipient's auditor's report that identifies noncom pliance w ith federal law s and 
regulations. 

W e have considered the results of the subrecipient's audits an d m ade ally necessary 

adjustments to the organization's own books and records. 

W e have identified and disclosed to you all am ounts questioned, as w ell as known 
violations of requirem ents that, if not com plied w ith, could have a m aterial effect on a 
major federal award programs, and any other known noncompliance with the specific 
and general requirem ents of federal awards. 

W e are responsible for com plying w ith the requirem ents in OM B Circular A-133 

W e have disclosed whether, subsequent to the date as of which com pliance is audited, 
any changes in the internal control structure or other factors that m ight significan tly 
affecl the intern al control structure, including any corrective action taken w ith regard to 

reportable conditions (including material weaknesses), have occurred. 

Robert P. M cFarland 
Executive D irector 


