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Septem ber 9, 1999 

(:l 1~.1 IFIED PUBLIC AC(~O UN1 AN3 

The Board ofl)irectors 
The M ethodist l tom e For Children 
N ew Orleans, l,ouisiana 

]NI)EPENDENT AUDITOR 'S REPORT 

1 have audited the accom panying statem ent of financial position of The M ethodist Hom e For 
Children as of June 30, 1999, and the related statem ents of activities and changes in net assets, and 
of cash flows for the year then ended. These financial statem ents are the responsibility of The 
M ethodist llom e For Children's m anagem ent. M y responsibility is to express an opinion on these 
financial slatem ents based on m y audit. 

1 conducted m y andil in accordance with generally accepted auditing slandards adopled by the 
Am erican Institute of Certified Public Accountants; Governm ent Auditing Standards, issued by the 
U nited States Com ptroller General; and the applicable provisions of Office of M anagem ent and 
Budget's Circular A-133 Audits of States. l,ocal Govermnenls and N on-Profit Organizations. 
Those standards require that 1 plan and perform the audit to obtain reasonable assurance aboul 
whether the financial statem ents are frec of m aterial m isstatem ent. An audit includes exam ining, 
on ates! basis, evidence supporling the am ounts and disclosures m 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 evaluatin g the overall financial statem ent presentation. I believe that m y 
audit provides a reasonable basis for m y opinion. 

In m y opinion, the financial statem ents referred to above presenl fairly, in all m aterial respects, the 
financial position of The M ethodist Hom e l;or Children as of June 30, 1999, and the results of its 
operations and its cash flows for the year then ended in conform ily w ith generally accepted 
accounting principles. 

In accordance with Governm ent Auditing Standards, 1 have also issued a report dated Seplem ber 9, 
1999, on m y consideration of The M ethodis! I ~om e For Children's internal control slruclurc and a 
report daled Septem ber 9, 1999, on its com pliance with laws and regulations. 
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Septem ber 9, 1999 CI:.RTIF[[ 1~ PUBI.IC AC:(:OUNTANT 

The Board ofl)irectors 
The M ethodist ttom e For Children 
New Orleans, Louisiana 

1NDEPENI)I,;NT AUD ITOR 'S REPORT ON 
INTERNAL CON TROL STRUCTURE 

1 have audited the financial statem ents of The M ethodist 1 lom e For Children for the year ended 
June 30, 1999, and have issued m y report thereon dated Septem ber 9, 1999. 

] conducted m y audit in accordance with generally accepted auditing standards adopted by the 
Am erican Institute of Certified Public Accountants; Governm ent Auditing Standards, issued by the 
United Slates Com ptroller General; and the applicable provisions of Office of M anagem ent and 
Budget's Circular A-133, Audits of Slates Local Governm ents and N on-Profit Organizations. 
Those standards required that 1 plan and perform the audit to obtain reasonable assurance aboul 
whether the financial statem ents are free of m aterial m isstatem ent. 

The m anagem ent of The M ethodist ltom e For Children is responsible for establishing and 

maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments 
by m anagem ent are required to assess the expected benefits and related costs of internal control 

structure po licies and procedures. The objectives of an internal control structure are to provide 
m anagem enl with reasonable, but not absolute, assurance that assets are safeguarded against loss 
from unaulhorized use or disposilion, and that transactions are execuled in accordance wJlh 
m anagem enl's authorization and recorded properly to perm it the preparation of financial statem ents 
in accordance w ith generally accepted accounting principles. Because of inherent lim itations in any 
internal control structure, errors or irregularities m ay nevertheless occur and not be detected. Also, 

projection of any evaluation of the structure to future periods is subject to the risk that procedures 
m ay becom e inadequate because of changes in conditions or that the effectiveness of the design and 
operation ofpolicies and procedures m ay deteriorate. 

In planning and perform ing m y audit of the financial statem ents of The M ethodist Hom e For 
Children for the year ended June 30, 1999, I obtained an understanding of the intern al contro l 
structure. W ith respect to the internal control structure, 1 obtained an understanding of the design 
of relevant po licies and procedures and whether they have been placed in operation, and I assessed 
control risk in order to determ ine m y auditing procedures for the purpose of expressing m y opinion 
on the financial statem ents and not to provide an opinion on the internal control structure. 
Accordingly, 1 do not express such an opinion. 

1 noted certain m atters involving the internal contro l structure and its operation that I consider to be 
repo rtable conditions under standards established by the Am erican Institute of Certified Public 
Accountants. Reportable conditions involve m ailers com ing to m y attention relating to significant 

deficiencies in the design or operation of the internal control structure that, in my judgment, could 
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The Board of D irectors 
Septem ber 9, 1999 
Page 2 

adversely affect the organization's ability to record, process, sum m arize, and report financial data in 
a m anner that is consistent with the assertions of m anagem ent in the financial statem ents. 

The reportable conditions noted are as follows 

1. Failures in the operation of the intern al control structure. Evidence of failure to perform 
tasks that are part of the internal control structure. Accounts receivable is not being 
properly m onitored, reviewed, or collected. 

I1. Failure to follow up and correct previously identified ope ration of the internal control 
structure. 

A m aterial weakness is a reportable condition which the design  or operation of the specific internal 
control structure elements does not reduce to a relatively low level the risk that errors or 
irregularities in am ounts that would be m aterial in relation to the financial statem ents being audited 
m ay occur and not be detected w ithin a tim ely pe riod by em ployees in the norm al course of 
pe rform ing their assigned functions. 

M y consideration of the intern al control structure would not necessarily disclose all m atters in the 
intern al control structure that m ight be reportable conditions and

, accordingly, would not 
necessarily disclose all reportable conditions that are also considered to be m aterial weaknesses as 
defined above. However, 1 believe none of the reportable conditions described above is a m aterial 
weakness. 

In connection with the audit, I reviewed the prior year's reportable conditions on the intern al 
control structure, including applicable intern al adm inistrative controls to determ ine whether 
m anagem ent bad im plem ented appropriate action to correct the conditions giving rise to those 
findings. The results of m y review indicate that m anagem ent efforts in taking appropriate 
corrective action w ith respect to a prior year finding as described in the Schedule of Prior 
Repo rtable Conditions have been ineffective. 

This report is intended for the information of the Board of Directors, management, and the State of 
Louisiana Legislative Auditor. This restriction is not intended to lim it the distribution of this repo rt 
which is a m atter of public record. 

Ruth Taylor Ram sey 
Certified Public Accountant 



Seplem ber 9, 1999 

The Board of D irectors 
The M ethodist Hom e For Children 
N ew Orleans, 1.ouisiana 

CERq IFIED PI3BI.IC ACCOUNt AN'I 

l NI)I/PENDENT AUD ]TOR ' S REPORT ON COM  P] J ANCE 

1 have audited the financial statem ents of The M ethodist Hom e For Children for the year ended 
Junc 30, 1999, and have issued m y report thereon dated Septem ber 9, 1999. 

1 conducted m y audit in accordance with generally accepted auditing standards adopted by the 
Am erican Institute of Certified Public Accountants: Governm ent Auditing Standards, issued by the 
Uniled States Com ptroller General; and the applicable provisions of Office of M anagem ent and 
Budget's Circular A-133 Audils of States Local Governm ents and Non-Profit O rganizations. 
Those standards required thai 1 plan and perform the audit to obtain reasonable assurance about 
whether the financial sta tem enl arc free of m aterial m isstatem ent. 

Com pliance w ith laws, regulations, contracts, and grants applicable to The M ethodist ttom e For 
Children is the responsibility of The M ethodist tlom e For Children's m anagem ent. As a part of 
obtaining reasonable assurance about whether the financial statem ents are free of m aterial 
m isstatem ent, 1 performed tests of The M ethodist Hom e For Children's com pliance with certain 

provisions of laws, regulations, contracts, and grants. However, my objective was nol to provide an 
opinion on overall com pliance with such provisions. Accordingly, ] do not express such an opinion 

The results of m y tests disclosed no instances of non-com pliance that are required to be reported 
under Governm ent Auditin~ Standards. 

This report is intended for the inform ation of the Board of D irectors, m anagem ent, and the State of 
Louisiana 1,egislativc Auditor. This restriction is not intended to lim it lhe distribution of this repo rt, 
which is a m atter of public record. 

/v 
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THE M ETHOI)IST HOM E FOR CHILD REN 
SCHEDUI,E OF PRIO R REPORTABLE CON DITION S 
FOR THE YEAR ENDED JUNE 30, 1999 

The prior audit report, for the year ended June 30, 1998, contained reportable conditions. The 
following is a status of those findings: 

Failures in the operation of the internal control structure. Evidence of failure to perform tasks that 
are part of the internal control structure. Accounts receivable is not being properly m onitored, 
reviewed, or collected. 

Turnover in the accounting staff and m isinform ation given to m anagem ent has caused the efforts of 
accounts receivable collections to be ineffective. Accounts receivable should be closely m onitored 
and researched for uncollectible am ounts. 

Failure to follow up and correct previously identified deficiency in operation of the internal contro 
structure. 

The previously identified deficiency in operation of the intern al control structure has been 

addressed by hiring an outside consultant to evaluate and adjust accounts receivable and by hiring a 
new business m anager with greater accounting acum en and experience than that of the previous 
business m anager. 



TIIE M ETHODIST HO M E FOR CHILDREN 
STATEM ENT OF FINA NCIAl. POSITION 
JUNE 30, 1999 

A ssels 

Cash 
Investm ents (Note 2) 
Accounts receivable, net (Note 10 
Receivable/other 
Prepaid insurance 
Property Arcadia, La 

l.and, buildings and equipm ent, net~Not~ 4) 

Total assets 

l,iabilities 
Accounts payable 
Payroll taxes payable 
Accrued salaries and expenses 
Notes payable bank ~Not~ s) 
Current portion of long-term debt ~Note 8) 

Long-term debt, net of current portion CNot~ S) 

Total liabilities 

Net assets 
Unreslricted 
Tem porarily restricted ~Not~ u~ 
Perm anently restricted 

Fotal net assets 

Total liabilities and net assets 

$ 174,889 
1,302,698 
350,039 
5,042 
13,677 
500 

1,846,845 
1_452_168 

$3,299,0013 

$ 189,162 
2,903 
50,972 
97,085 
27,301 
367,423 
4382,2~92 

805.715 

2,483,611 
9,687 

2.493.298 

$3,299,013 



TI IF+ M FTI IOI)IST HOM E FOR CHILDREN 
STATEM ENT O F ACTIVITIES AND CHANGES IN NET ASSETS 

YEAR ENDED JUNE 30, 1999 

UNRf(STRICTED NET ASSETS 
Unrestricted Support and Revenue 

Donations, gifts and bequests 
Investm ent incom e (Note 2) 
Charitable trust incom e ~No~e 7~ 
Other interest 
Other incom e 

Fees from governm ental agencies: 
Private agency foster care program 
Therapeutic foster care program 
Severe intervention program 
M oderate intervention program 

Group hom e program 

N et assets released from restrictions 
Restrictions satisfied by paym ents (Not~ ~2~ 

Expe nses 
Private agency foster care program 
Therapeutic foster care program 
Severe intervention program 
M oderate intervention progr am 

Group hom e program 
Adm inistrative and general 

Total expenses (Nine 14) 

$ 324,481 
153,338 
16,519 
5,538 
488 

500.364 

280,455 
1,073,642 

673,613 
874,628 

1761~8383 
~3,0785,5~21 
_ 3,5788,~ fi85 

4& 900 
3,583,385 

249,965 
877,512 
634,471 

1,141,048 
242,919 

. 
478~362 

3,624,277 

Changes in unrestricted net assets (40_ g,~ 292) 

TEM PORARILY RESTRICTED NET A SSETS 

Contributions (Not+ 11) 
Net assets released from restrictions 

Restrictions satisfied by paym ents ~Not~ ~2) 
Changes in tem porarily restricted net assets 
Changes in perm anently restricted net assets 

Changes in net assets 

Net assets at beginning of year 

6,187 

(4,500) 
1,687 

(39,205) 

2,532,5 03 

Net assets at end of year ~2,493~9___8 

The aecoml',an'dng Ig~tes age an ilxtegral part of thege financial statertlenls 



TIlE M ETIIO DIST HO M E FO R CttlLD REN 
STATEM ENT OF CASH FLOW S 
YEA R ENDED JUNE 30, 1999 

Cash flows from operating activities 
Change in net assets 

Adjustments to reconcile change in net assets to net 
cash used by operating activities 
Depreciation 
Changes in operating assets and liabilities 
Accounts receivable 
Receivables-estate/insurance 
Prepaid insurance 
Accounts payable 
Accrued salaries and expenses 

Net cash provided by operating activities 

Cash flows from investing activities 
Decrease in investm ents 
Purchase of properly and equipm ent 
Property held for sale 

Net cash used in investing activities 

Cash flows from financing activities 
Proceeds from short-term borrow ing 
Decrease in long-term borrowing 

Net cash provided by financing aclivities 

Net decrease in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

Supplem cntal data 
Interest paid 

"lhe ac~ mpan)ing holes are an inlegrM par~ of these financial staternenls 

$(39,205) 

89,052 

( 8,230) 
96,633 
1,772 

29,558 
17_116 

86.696 

100,434 

(445,116) 
500) 

~345,182) 

97,085 

( 6,L98_~ 

90.887 

(67,599) 

242.488 

$! 7%s8_9 

~ 3fl.782 



I 11E M ETI I(_)I)IST l IOM E FOR Cf flLD REN 
NOTES TO t:INANCIAL STATEM ENTS 
YI'AR ENDEI) JUNE 30, 1999 

NOTF. 1 - SUM M A RY O F SIGNIFICANT ACCOUNTING POLICIES 

Organization - The M ethodist ttome For Children (the Home) is chartered in the state of Louisiana 
as a not-for-profit organization w ithout capital stock, which is classified as one that is not a private 
lbundation within the meaning of section 509(a) of the Internal Revenue Code because it is an 
organization described in section 170(b)(1)(A)(vi) which normally receives a substantial part of its 
support from direct or indirect contributions from the general public. The Home operates a 
residential treatment facility located in New Orleans, Louisiana, providing care for abused, 
neglected, and/or abandoned children. It is operated as an agency of the Louisiana Conference of 
the United M ethodist Church. 

The M ethodist Hom e For Children adm inisters program s, receiving revenue from the State of 
Louisiana, Offi ce of Com m unity Services and Office of Youth Developm ent. The residential 
program s adm inister to children with m oderate and severe em otional and/or behavioral problem s. 
]'he therapeutic and private agency foster care program s place children in a fam ily environm ent 
while providing counseling and support for the fam ilies. The group hom e program began July 1997 
and provides living skill training to teenagers in a residential environm ent. 

The accom panying financial statem ents include only the accounts of The M ethodist Hom e For 

Children. No other assets owned by or activities operated by the Louisiana Conference of the 
United M ethodist Church have been included herein. 

Basis of Presentation - The financial statem ents are prepared on the accrual basis. Support from 
both unrestricted and restricted contributions is recognized either on receipt or upon receiving an 
unconditional pledge or prom ise to give from a donor. Support from unrestricted contributions is 
reported as unrestricted support which increase unrestricted net assets. The Hom e reports gifts of 
cash and other assets as tem porarily or perm anently restricted support if they are received with 
donor stipulations that lim it the use of the donated assets. W hen a donor restriction expires, that is, 
when a stipulated tim e restriction ends or purpose restriction is accom plished, tem porarily restricted 
net assets are reclassified to unrestricted net assets and reported in the statem ent of activities as net 
assets released from restrictions, where all related expenses are also reported. Donor-restricted 
contributions whose restrictions are m et in the sam e reporting period are reported as unrestricted 
support. 

The ttom e reports gifts of land, buildings, and equipm ent as unrestricted support unless explicit 
donor stipulations spe cify how the donated assets m ust be used. G ifts of long-lived assets with 

explicit restrictions that specify how the assets are to be used and gifts of cash or other assets that 
m ust be used to acquire long-lived assets are repo rted as restricted support. Absent explicit donor 
stipulations about how long those long-lived assets m ust be m aintained, the Hom e reporls 
expirations of donor restrictions when the donated or acquired long-lived assets are placed in 
service. 

hwestments in M arketable Securities - Under Financial Accounting Standards Board (FASB) 
Statement of Financial Accounting Standards (SFAS) No. 124, "Accounting for Certain 



Tl IL: M l!'ll/()/)IS] 1 tO M E FOR Cf tl LDREN 
NOTES TO FINANCIA l, STATEM ENTS 
YL:AR IZ.NI)ED JUNE 30, 1999 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

0 

Investm ents t teld by N ot-For-Profit Organizations" whereby "investm ents in equity securities with 
readily determ inable fair values and all investm ents in debt securities shall be m easured at fair 
value in the statem ent of financial position", investm ents in m arketable securities are stated at fair 
value. There are no donor-restricted investm ents at June 30, 1999. Gains and losses on investm ents 
are reported in the statement of activities as increases or decreases in unrestricted net assets. 
Dividend, interest, and other in vestm ent incom e are reported in the period earned in the statem ent 
of activities as increases in unrestricted net assets. 

Concentration of Risk - A pproxim ately 86%  of the Hom e's revenue was provided by contract for 
services with the State of Louisiana, Office of Com m unity Services, and Office of Youth 
I)evelopm ent. 

Concentration of Credit Risk - Deposits in the operating cash account and the investment service 
account exceed the Federal D eposit Insurance Corporation lim it. Deposits in excess of insurance 
coverage represent concentra tions of credit risk. 

Depreciation - Building and im provem ents are being depreciated over estim ated useful lives of 40 
years using the straight-line method of depreciation. Equipment and furniture are depreciated over 
estim ated useful lives, which range from 3 to 10 years, using the straight-line m ethod of 
depreciation. It is the Hom e's policy to capitalize assets costing $2,500 or m ore. 

Accounts Receivable - The M ethodist Hom e For Children considers accounts receivable to be 
virtually fully collectible since the balance consists entirely of paym ents due under slate 
governm ent contracts. An allowance for uncollectible am ounts is recorded equal to aged 
receivables over one year old. 

Incom e Taxes - No provision for incom e taxes has been m ade since the Hom e is exem pt as a 

nonprofit organization pursuant to Section 501(c)(3) of the Internal Revenue Code. The Home has 
no unrelated business incom e. 

Use of Estim ates - The preparation of financial statem ents in conform ity with generally accepted 
accounting principles requires m anagem ent to m ake estim ates and assum ptions that affect the 
repo rted am ounts of assets and liabilities and disclosures of contingent assets and liabilities at the 
date of the financial statem ents and the reported am ounts of suppo rt and revenue and expenses 
during the period. Actual results could differ from those estim ates. 

Com pe nsation for Future Absences - The Hom e has not accrued for com pe nsation for future 
absences because the am ount cannot be reasonably estim ated. The ttom e's vacation policy is that 
when proper notice of resignation or term ination is given the employee will be paid for 
accum ulated vacation tim e up to the m axim um of one year's allotm ent. Sick leave m ay not be 
carried over to the next year and no reim bursem ent for sick leave time will be m ade on term ination 
of em ploym ent. 



q'l It" M ETI IOI)IST HOM E FOR CH ILDREN 
NOTES 3"0 FINANCIA l, STATEM ENTS 
YEA R I.:NI)I;D JUNE 30, 1999 

NOTE I - SUM M ARY OF SIGNIFICANT AC'COUNTING POLICIES (Continued) 

Allocation of Expenses - Adm inistrative expenses and other overhead are allocated to program s and 
suppo rting services by m anagem ent on the basis ofnm nber of residents in the corresponding 
program s and/or the num ber of em ployees in the corresponding departm ents. 

Statem ent of Cash Flows - For purposes of the Statement of Cas h Flows, the Hom e considers al 
highly liquid debt instrum ents purchased with a m aturity of three m onths or less to be cash 
equivalents. At June 30, 1999, cash and cash equivalents consisted only of cash. 

NOTE 2 - IN VESTM ENTS 

Investm ents are stated at fair value. The United M ethodist Foundation of Louisiana is the custodian 
of the m arketable securities and cash investm ents for the M ethodist Hom e for Children. The 
Foundation makes investm ent transactions through pooled funds with professional fund m anagers 
and advisors at Bank One and lveseo Capital M anagem ent. Equities represent approxim ately 58%  
of the pooled portfolio while U .S. treasury and governm ent agency securities represent 
approxim alely 10%  and corpo rate grade bonds represent approxim ately 26%  of the tota l po oled 
investm ents. Cash and equivalents are approxim ately 6%  of the total. These assets are 
unrestricted. The resolutions as to the use of these funds are voluntary, at the discretion of the 
Board of Trustees of the ttom e. Therefore, investm ent incom e gains and expenses are reported in 
the period earned in the statem ent of activities as increases in unrestricted net assets. 

Aggregate carrying amounts by major types are as follows 

Equities 
U .S. treasury  &  govt. agency securities 
Bonds, corporate grade 
Cash & equivalents 

The investm ent funds activity was as follows 

Balance, beginning of year 
Investm ent incom e 
Expenses 
Transfers to operations 
Gains in fair value 
Balance, end of year 

$ 748,790 
335,446 
134,047 
84,415 

$ 1,403,132 
53,771 

(7,097) 
(246,674) 
99,566 

$1.302~669g 



Tl tE M F~TIIO DIST ttOM E FO R CltILDREN 
NO I'ES TO FINANCIAl. STATEM ENTS 
YI".A R ENDH ) JUNE 30, 1999 

NOTE 3 - COM M ITM ENTS AND CONTINGENCIES 

The M ethodist Hom e For Children receives a substantial am ount of its revenue from the state 
governm ent. A significant reduction in the level of this revenue, if this were to occur, would have a 
m aterial effect on the Hom e's program s and activities. The M ethodist t]om e For Children is 
required to subm it cost repo rts to the slate agency which substantiates the revenue received and 
then reimburses the Home for costs incurred for providing care for the children. 

NOTE 4 - PROPERTY, PLANT, AND EQUIPM ENT 

Property, plant, and equipm ent are carried at cost if purchased and at fair value if contributed. 
Depreciation is com puted using the straight-line m ethod over the estim ated useful lives of the 
respective assets. W hen assets are retired or otherwise disposed of, the cost and related 
accum ulated depreciation are rem oved 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 expe nse as incurred. 

The following is a summary of the major classes of property and equipment and the related 
depreciation: 

Land 
BIdgs & im prvm ts 
Equipm ent 
Furn &  fixtures 
Vehicles 
Totals 

$ 172,398 
2,011,466 
174,66 I 
160,380 
148,343 

$2~ 8 

NOTE 5 - RELATED PARTY 

Accum ulated 
Depreciation 

$ 897,106 
109,213 
130,165 

_ _  78,596 

~L215,0~  

$ 172,398 
1,114,360 

65,448 
30,215 

_  
69,747 

$1.452~168 

The M ethodist l tom e For Children is operated as an agency of the Louisiana Conference of the 
United M ethodist Church. D uring the year, The M ethodist Hom e For Children paid a nom inal fee 
for an ad in the Louisiana Conference's newspaper. 

NOTE 6 - PENSION PLAN 

The M ethodist 1 tome For Children has a 403(b)(9) type pension plan for all eligible employees. 
Em ployees are eligible to participate in the plan if they are at least 21 years of age, have been 
em ployed by The M ethodist Hom e For Children for one year, and work at least 20 hours per week 

Employees are required to contribute at least 2% (up to a maximum of 20%) of their gross bi- 
weekly salary into the plan, not to exceed $9,500. The em ployer agrees to contribute 4%  ofeach 
participating em ployee's contribution base. Em ployer contributions for the plan during the year 
were $30,953. Em ployee contributions for the plan during the year were $20,552. 



TI IE M ETt IODIST ;IOM E FOR CHILD REN 
NOTF.S 1'O I:INANCIAL STATEM ENTS 
YEAR EN DED JUN E 30, 1999 

N O TE 7 - CHA RITA BLE TRU ST 

On Decem ber 18, 1990, a charitable trust was set up by an individual designating the director of the 
United M ethodist Foundation of Lo uisiana as trustee. The donor suggested that one-half of the 
trust's annual income and ultim ate principal be ultimately distributed to The M ethodist Home For 
Children in New O rleans, Louisiana, on an unrestricted basis. The term of the trust is for 30 years. 

In the event The M ethodist Hom e For Children in New Orleans, Louisiana, ceases to function or 
ceases to be a qualified tax exem pt charity before the 30 years has run, the donor suggested the 
funds be distributed to another children's hom e. At June 30, 1999, the m arket value of the trust was 
$520,516. The M elhodisl Hom e For Children is presently receiving incom e from Ibis trust. The 
income received during the year was $16,519, less expenses of $4,152 for a net of $12,367. 

NOTE 8 - NOTES PA YABLE AND LONG TERM  DEBT 

The M ethodist Hom e for Children had an unsecured line of credit with Bank One for $100,000 at 
June 30, 1999, with an outstanding balance of $97,085. 

At June 30, 1999, the Home had a secured note dated Novem ber 17, 1995, payable to the United 
M ethodist Foundation of Louisiana totaling $43,040. ]'his note is payable in monthly installm ents 
with a final paym ent for the entire unpaid principal balance on the note and all accrued and unpaid 
interest thereon due and payable on Novem be r 20, 2000. This note is secured by the Home's 
investm ent portfolio which is held by the United M ethodist Foundation of Lo uisiana Interest is 
calculated at the W all Street Journal prim e interest rate on the last business day of each calendar 
m onth. 

At June 30, 1999, The M ethodist Hom e For Children had a mortgage note, dated June 4, 1997, 
payable to a private foundation, totaling $422,553. The m ortgage is payable in annual installm ents 
beginning June 4, 1998, at a rate of 5.00%  for 20 years, and is secured by the properties located at 
832-834, 837-839, and 841-843 W ashington Avenue, New Orleans, Louisiana. 

M aturities of long-term debt for the next five years are as follows 

Fiscal year ended June 30 

2000 
2001 
2002 
2003 
2004 

Thereafter 

M ethodist 
Foundation 

$ 5,683 
37,357 

$43,040 

Private 
Foundalion 
$ 21,618 
15,337 
16,122 
16,946 
17,814 

~g~ 16 
$~  553 

Total 

$ 27,301 
52,694 
16,122 
16,946 
17,814 

334,716 
$4655~993 
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NOTE 9 - SUPPORT A ND REVENUE AND DONA TED M ATERIALS 
FACILITIES AND SERVICES 

Contributed Services - From tim e to tim e, the Hom e receives used furniture and equipm ent and 
contributed labor and m aterials to enhance the facilities. In accordance with Statem ent of Position 

78-10, issued by the American Institute of Certified Public Accountants (AICPA), donated 
m aterials and facilities thai are such that values cannot re asonably be determ ined and which vary

. 

greatly in value depending on condition and style should not be re corded as contributions. If 
donated materials pass through the organization to its charitable beneficiaries, and the organization 
serves only as an agent for the donors, the donation should not be recorded as a contribution. 
Therefore, historically, the Hom e has not recorded as contributions any donated m aterials and 
facilities. 

4 

The t tome receives donated serv ices from volunteers for fundraising, as available, and from the 
m em bers of the Board of D irectors, who serve without com pensation. In accordance wi th A ICPA 
SOP 78-10, because of the difficulty in placing a m onetary value on such serv ices, their value has 
not, historically, been recorded as contributions with an equivalent am ount recorded as an expense. 
The 1 lom e recognizes contributions of services, if the service received required specialized skills 
and would typically need to be purchased if not provided by donations. During the year ended June 
30, 1999, there were no contributed serv ices m eeting the requirem ents for recognition in the 
financial statem ents. 

NO TE 10 - ALLO W ANCE FOR UNCOLI,ECTIBLE AM OU NTS 

An allowance for uncollectible am ounts was recorded equal to aged receivables over one year old at 
June 30, 1999, which was $76,084. 

NOTE I I - RESTRICTED NET A SSETS 

The M ethodist Home For Children had no permanently restricted net assets at June 30, 1999 
Tem porarily restricted net assets were available for the followi ng purposes: 

Brochure and video developm ent 
Bedding 
Total 

$3,500 
_ <6187 
~%687 

NOTE 12 - N ET ASSETS RELEASED FRO M  RESTRICTION S 

Net assets were released from donor restrictions by incurring expenses satisfying the restricted 
purposes. Purpose restrictions accom plished were as follows: 

Brochure and video developm ent 
Total 

$..~ ,_4 500 



TI 1t- M ETI IOD IST HO M E FOR CHII.DREN 
NOTES TO FINANC IA L STATEM ENTS 
YEAR I-NDED JUNE 30, 1999 

NOTE 13 - DISCLAIM ER REGARD ING LO SS CONTINGENCIES 

This report does not take into consideration any com pliance, or lack thereof, with The Am ericans 

with Disabilities Act (ADA), Occupational Safety and Health Act (OSHA), or that of any other 
regulatory agency. 



TI IE M ETtI()D IST IIOM E }:OR CH ILDREN 
NOTES TO FINA NCIAL STATEM ENTS 
YEAR ENDED JUNE 30, 1999 

NOTE 14 - SCHED ULE OF CO STS AND EX PEN SES ON FUNCTIONAL BASIS 

% laries 
Payroll taxes 
i(mplo3 ~e Henellts 
[osier Care 

Consultanls 
PlOli.'ssionM ser~ ices 
I'ocd 
CIothin8 
M edical 
Personal h38tene, eta 
Allowance 
Children's lecreahord parties 
lnleresl 
Had debts 
I X'prceia tirol 
M eals & entertqll~rllent 
ColiRa~Is oulside service 
]n~t'slmClR 11181111 l~cs 
Spccial e vim ts 

Prwate Agmley ]31eratmuh~ Severe M oderate 
Foster Care Foster Care Inlcoamljon hilervention 

$ 46,208 
4,068 
1,92 [ 

185,028 
1.066 

400 
421 
171 

6,058 
913 
325 
37 

$108,466 
10,301 
2,634 

719,943 
2,703 

1,186 
1,055 
387 

5,069 
2,248 
962 
74 

88 183 

781 
2 
94 

II 
3,678 
3.920 

4,453 
3 

236 

$373,063 
26,232 
11.520 

3,859 
930 

5,714 
4,924 
1,997 
0,571 
2,745 
3,681 
81 

212 
39,220 
4,133 

10,161 
18,939 
7,582 

35,276 
8,256 
4,849 
4,638 
449 

7,597 

$ 647,540 
6OA36 
18,008 

27,185 
61 

21,730 

3,911 
17,177 
24,917 
7,270 
165 

403 
6(,,625 
7,851 

18)90 
37,071 
15,849 

60,869 
I 1,908 
5,090 
7A97 
5,74 I 
14.429 

23,154 45,417 
392 832 

4,296 15,4%  

Gmup Administrative 
I Iome & Gencral 

$129.239 $204,645 
9,232 18,133 
2,348 33,549 

6,397 
613 

2,475 
3,996 
3,919 
2,242 
5,399 
2,021 
177 

9,314 
IA33 
3,719 

4,139 
4,311 
5,041 

3,224 
3,217 
719 
1,204 
1,869 
~,087 

0,686 
134 

2,774 

3,150 

2,896 
16,225 
22,516 

31,743 
47,332 
3,562 

3,026 
11,249 
8 07 

6 

Iota 



T he M ethodist ttom e For C hildren 

Decem ber 21, 1999 

l)aniel G . Kyle, CPA , CFE 
Legislative A uditor 
Lcgislativc A udit Advisory Counc 
Slate of Louisiana 
1'.O , Box 94397 
Baton l~,ougc, LA 70804-9397 

D car M r. K)qc 

llaving attempted to in~l)lcm cnt thc approl)riate proccdure for internal controls with thc staff 
currently cmploycd and having failed to accomplish our goal, The M ethodist llom e For Children 
has hircd a business m anager with a higher level of accounting proficiency. At the present lim c, 
the internal controls arc working appropriately. Accounls receivables arc being m onitored, 
reviewcd and collcclcd in accordanec with the proccdure designed by our outside auditor. 

One elcm ctll of collection of Accounts P, eceivable is oulside our control. That area has to tic) with 
the slalc's pm ecdtae of reimbursement, especially in the Private Agency Foster Care program . 
This procedure often causcs fitll payments to fall behind between thirty (30) to sixty (60) days. 
Also in regard to the old money (prior to M arch, 1999), the state has bccn provided with adcquatc 
inform ation, but due to inadequate slafl, they have not responded expeditiously. 

The issues m entioned in the openiug paragraph of this letter that we can effect will be addressed 
until we have an internal control structure that m eets the standards of the state. O ur desire is to bc 
m com pliance with all operational procedures. W ith the new personnel and the diligence of The 
Fin ance Com m ittee of The Board of'l'rustecs, These reportable conditions arc being addrcssed 
and should be issucs that can be rem oved in our tlexl external attdit. 

Thank you for your diligcncc in hclpitlg us be more efficient in the financial area of our 
operations. Being held to a high standard of excellence assists us in getting quality goals for our 
financial office. 

h.l) 
( 7hicf F, xccutive Officer 

A Healing Place for Cbildmqt 
815 Washington Avenue ~ Hew Orleans, Louisiana 70130 ~ Ph: 15041 895-7709 ~ Fux: 504) 099-1137 

Mailing Address: P.O. Box 15109 ., I'lew Orleans, I.ouisiana 70175-5109 


