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INDEPENDENT AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS

To the Board of Directors
Gulf Coast Teaching Family Services, Inc.
New Orlcans, Louisiana

We have audited the accompanying statements of financial position of Gulf Coast Teaching Family
Services, Inc., a nonprofit corporation, as of June 30, 1999 and 1998, and the related statements of
activities, changes in net assets, and cash flows for the years then ended. These financial statements are the
responsibility of Gulf Coast Teaching Family Services, Inc.’s management, Our responsibility is to express
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
rcasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Gulf Coast Teaching Family Services, Inc. as of June 30, 1999 and 1998, and the

changes in its nct assets and its cash flows for the years then ended in conformity with generally accepted
accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated December
23, 1999, on our consideration of Gulf Coast Teaching Family Services, Inc.’s internal control over
financial reporting and its compliance with certain provisions of laws, regulations, contracts and grants.

The accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, Is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

=
December 23, 1999 /GW v Froxtns



GULF COAST TEACHING FAMILY SERVICES, INC.

STATEMENT OF FINANCIAL POSITION
JUNE 30, 1999 and 1998

June 30, 1998

$

180,170
102,701

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

1,565,411

67,955

1.916.237

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

1,717,580

(400.911)
1,316,669

3,033

ASSETS June 30, 1999
CURRENT ASSETS
Cash and cash equivalents $ 17,979
Investment securities 107,557
Receivables:
Program 2,332,514
Allowance for doubtful accounts (233,770)
Other 56,979
2,155,723
Prepaid expenses 133.821
Total current assets $ 2415.080
PROPERTY AND EQUIPMENT — AT COST
Land $ 247,360
Building and improvements 930,725
Software 62,949
Leasehold improvements 86,123
Furniture and equipment 524,599
Transportation equipment 109,573
Leased equipment under capitalized leases 13.783
$ 1,975,112
Less accumulated depreciation and amortization (527,280)
$ 1.447.832
DEPOSITS $ 8.980
Total assets $ 3.871.892

Seec notes to financial statements.

3,235,939




LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Notcs payable
Current portion of obligations under capital leases
Current portion of mortgage notes payable
Accounts payable
Accrued liabilities

Total current liabilities

LONG-TERM LIABILITIES, LESS CURRENT PORTION
Obligations under capital leases
Mortgage notes payable

Total

COMMITMENTS AND CONTINGENCIES

UNRESTRICTED NET ASSETS

Total liabilities and net assets

June 30, 1999

$ 29,414
3,852
45,004

396,932
838,187
- $ 1.313.389
$ 3,859
255,128

$ 558,987

$ -

$ 1999516

$_3,871,892

June 30, 1998

$ 19,936
2,852
38,673

260,075
688,292
$ 1.009.828
$ 6,852
606,479

$ 613331

$ -

$ 1.612.780

$ 3,235,939
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GULF COAST TEACHING FAMILY SERVICES, INC.

STATEMENT OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 1999 AND 1998

UNRESTRICTED NET ASSETS 1999 1998
REVENUES, GAINS AND SUPPORT:
Grants and fees for services $ 17,799,171 $ 15,019,265
Donations 75,177 418.647
Interest income 30,342 37,181
Other income 1,510 66,740
Total revenues, gains and support $ 17.906,200 $ 15,541,833
EXPENSES:
PROGRAM SERVICES:
Community group homes $ 499,243 $ 501,244
Foster care 2,116,582 1,651,636
Personal care attendants 4,771,534 3,764,735
Supervised independent living 3,741,411 2,260,640
Respite services 2,884,767 2,553,780
Others, in total _ 887.388 2.234.267
Total program expenses $ 14.900.925 $ 12,966,302
ADMINISTRATIVE AND GENERAL $ 2.618.539 $ 2.556.065
Total expenscs $ 17,519,464 $ 15,522,367
INCREASE IN UNRESTRICTED NET ASSETS 386,736 19,466
NET ASSETS, BEGINNING $ 1,612,780 $ 1.593.314
NET ASSETS, ENDING $ 1,999,516 $ 1612.780

See notes to financial statements.
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GULF COAST TEACHING FAMILY SERVICES, INC.

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 1999 AND 1998

1999
Unrestricted net assets, beginning of year $ 1,612,780
Incrcase in unrestricted net assets 386,736
Unrestricted net assets, end of year $ 1,999516

See notes to financial statements.

1998

$ 1,593,314

19,466

$ 1,612,780
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GULF COAST TEACHING FAMILY SERVICES, INC.

STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 1999 AND 1998

1999 1998

A T e

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in unrestricted net assets $ 386,736 $ 19,466

Adjustments to reconcile increase in unrestricted net assets
to net cash provided by operating activities:

Depreciation 126,369 81,123
Donation of property received - (348,000)

Changes in assets and liabilities:
(Increase) decrease in program receivables (568,000) 193,683
Increase in other receivables (22,312) (16,400)
(Increase) decrease in prepaid expenses (65,860) 34,750
Increase 1n accounts payable and accrued labilities 286,752 185,809
Net cash provided by operating activities $ 143.679 $ 150431

CASH FLOWS FROM INVESTING ACTIVITIES
Increase in investment securities, net $  (4,856) £ (5,100
Purchases of property and equipment, net of non cash items (257,532) (151,855)
Deposits made (5.947) -
Net cash used in investing activities $ (268.335) b €156,956)
CASH FLOWS FROM FINANCING ACTIVITIES

Procecds from mortgage notes payable $ - $ 30,000
Proceeds irom notes payable 66,182 42,031
Principal payments on notes payable (56,704) (55,732)
Principal payments on obligations under capital leases (1,993) (1,284)
Principal payments on mortgage notes payable (45,020) (27.377)
Net cash used in financing activities $ (37,535) $  (12.362)

NET DECREASE IN CASH AND CASH EQUIVALENTS  § (162,191) $ (18,887)

CASH AND CASH EQUIVALENTS
Beginning of year 180,170 199,057

—— e —— ey —-- —_—

End of vear 5 17,979 $ 180,170

(CONTINUED)



GULF COAST TEACHING FAMILY SERVICES, INC.

STATEMENT OF CASH FLOWS
(CONTINUED)

FOR THE YEARS ENDED JUNE 30, 1999 AND 1998

1999 1998
SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING
AND FINANCING ACTIVITIES
Acquisition of land and building with a mortgage note payable $ - 0- $ 400,000
Donation of land and building $ -()- $ 348.000
Cash Payments
Interest $ 59,000 h 32,800

See notes to financial statements.
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GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 1999 AND 1998

Note 1 - ORGANIZATION

Gulf Coast Teaching Family Services, Inc. is a nonprofit corporation organized
exclusively for charitable, religious, educational and scientific purposes. The
Organization maintains group homes, child and family centers and other related
programs for the youth and their families and provides a program, which will give the
young people and their families an opportunity to become normalized, independent,
productive and respected citizens of the community. These services are provided in
the South Louisiana area.

The Orgamization’s major programs include the following:

Professional Care Program - This program provides foster homes in the community for
abused, neglected or troubled children and adolescents, emotional disturbed children
and children and adults with physical and/or mental disabilities.

Supported Independent Living - The SIL program works with individuals with mental
and /or physical disabilities and for older adolescents in need of extra support,
assistance and monitoring.

Respite Services - Respite Scrvices are offered to parents with children or adults with
physical/mental iilness and is designed to offer relief from the demanding carc for
there special needs.

Personal Carc Attendant Services - PCA provides assistance for adults or children with
mental or physical disabilities in performing the activities of daily living that they

might otherwise not be able to perform alone.

Community Group Homes — A residential treatment facility for mentally impaired
adults.

Notc 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies used in the preparation of the
accompanying financial statements follows:

1. Basis of Accounting and Financial Statement Prescntation

The accompanying financial statements are presented on the accrual basis of
accounting in accordance with generally accepted accounting principles.

7




GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)

The Organization follows the financial statement presentation recommended by
Statement of Financial Accounting Standards (SFAS) No. 117, Financial
Statements of Not-For-Profit Organizations. Under SFAS No. 117, the

Organization 1s required to report information regarding its financial position and
activities according to three classes of net assets (unrestricted net assets,
temporartily restricted net assets, and permanently restricted net assets) based
upon the existence or absence of donor-imposed restrictions. In addition, the
Organization is required to present a statement of cash flows. At present, all of
the Organizations funds are included in the Unrestricted category.

The Organization also follows the recommendations included in SFAS No.
116, Accounting for Contributions Received and Contributions Made. In
accordance with SFAS No. 116, contributions received are recorded as
unresiricted, or permanently restricted support, depending on the existence
and/or nature of any donor restrictions. As of June 30, 1999 and 1998, the
Organization has not received any contributions with donor-imposed restrictions
that would result in temporarily or permanently restricted net assets.

2. Use of Estimates

o

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
aftect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Income Taxes

The Organization 1s a nonprofit organization and exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code and classificd by the Internal
Revenue Code as other than a private foundation.

4. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers cash on
hand and demand deposits to be cash equivalents.,
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GULF COAST TEACHING FAMILY SERVICILS, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
S. Allowance For Doubtful Accounts

The Organization has established an allowance for doubtful accounts in order to

allow for corrections and billing adjustments that may be related to accounts
receivable balances at June 30, 1999 and 1998.

Actual billing adjustments and bad debts, 1 any, are charged to the specific fund or
programs as determined.

6. Depreciation and Amortization

Property and equipment are carried at cost. Depreciation and amortization are
calculated using the straight-linc method. Depreciable lives for most assets in the
class are as follows: Buildings, 20 years; Leasehold improvements, 10 years or
lease term if shorter; Furniture and fixtures , 10 years; Computers and related
equipment, 3 to 5 years; Transportation equipment, 3 to 5 years. When asscts are
retired or disposed of, the cost and related accumulated depreciation arc removed
from the accounts, and any resulting gain or loss is reflected in income for the
period. The cost of maintenance and repairs is charged to income as incurred;
significant renewals and betterments are capitalized. Donated property 1s
capitalized at fair valuc. Depreciation and amortization expense amounted to
$126,369 and $81,123 for the years ended June 30, 1999 and 1998, respectively.

7. Capital Leases

For financial reporting, the Organization has capitalized certain leased equipment,
The statement of financial position reflects all capitalized lcase equipment as assets
and obligations under capital lease. The capital lease obligations are recorded at the
present value of the future minimum lcase payments discounted at the interest rate
implicit in cach lease.

8. Employee Vacation Benefits

Employee vacation benefits are accrued and expensed in the period earned by the
employee.



GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

9.

10,

i1.

12.

Program Revenues

Program rcvenues carned under reimbursement type contracts are recorded as
revenues in the appropriate program when the related expenses are incurred.

Program revenues earncd on fee for service and per-diem contracts are rccorded as
revenues when services are provided.

Allocated Costs

The Organization allocated administrative costs of the central and regional offices
in the amount of $2,567,825 and $2,208,317 to the various programs it administered
during the years ended June 30, 1999 and 1998, respectively. The allocation is

based on proportion of direct program cost to total direct program costs.
Contributions - Donations

Contributed property and equipment is recorded at fair value at the date of donation.
If the donors stipulate how long the assets must be used, the contribution is recorded
as restricted support. In the absence of such stipulation, contributions of property

and equipment are recorded as unrestricted support. To date, all contributions have
been included in unrestricted support.

In Kind - Matching

Independent Living Program contracts require a match of Program B funds by Gulf
Coast Teaching Family Services, Inc. of an equal amount. This match is provided
through in-kind services. These services are reported to the funding agency on
monthly billings. They are not included in the revenues and expenditures in the
Statements of Activities of the financial statements, or in the supplemental
information schedules. During the year ended June 30, 1999, in-kind services
provided as match were $21,500 in Lafayette and $57,794 in Houma. During the
year ended June 30, 1998, in-kind services provided as match were $20,652 in
Lafayette and $52,113 in Houma.

10




GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998 |

Notec 3 - INVESTMENT SECURITIES

Investment securities at June 30, 1999 and 1998 consist of the following:

1999 1998

Mutual Fund - U.S. Government Obligations Fund §____ 107,557 $ 102,701

Cost and faitr market value are the same at June 30, 1999 and 1998.

These funds earned approximately $4,959 and $5,200 and incurred expenses of
approximately $100 and $200 for the years ended June 30, 1999 and 1998,

respectively.
Notc4- PROGRAM RECEIVABLES

Program receivables consist of reimbursements for expenses incurred or revenue earned
on fee for service and per-diem contracts. Program receivables consist of the following

as of June 30, 1999:

1999
State of Louisiana:
Department of Public Safety and Corrections $ 93,072
Department of Health & Hospitals 1,421,442
Department of Labor 18,663
Housing Urban Development 22,833
Office of Mental Health 157,722
Office of Community Services 408,579
Office of Citizens with Developmental Disabilities 88,428
Louisiana Rehabilitation Services 62,373
Other:
Private 35,090
JPSHA 7,180
Georgia 17,132
Subtotal $ 2,332,514
Less: Allowance for Doubtful Accounts (233,770)

Total, net b 2,098,744

-T2

11
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GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 5 - NOTES PAYABLE

Notes payable consist of the following at June 30, 1999:

Note payable to Cannanwill, Inc. dated 2-22-99 in

the original amount of $68,435 and payable in nine

monthly payments of $7,604. Note bears interest at 8.10%.

Final payment due 11-22-99. $ 29414

Notes payable consist of the following at June 30, 1998:

Notes payable to GMAC, dated 6-7-95 1in the original

amount of $19,555 and payable in 48 monthly payments

of $549. Note bears interest at 15.5% and is secured

by automobile. Final payment due June, 1999. $ 5,659

Note payable to Cannanwill, Inc. dated 2-12-98 in

the original amount of $42,031 and payable in nine monthly

payments of $4,852. Note bears interest at 9.5%.

Final payment due 10-12-98. 14.277

Total h 19,936

Note 6 - OBLIGATIONS UNDER CAPITAL LEASES

The obligations under capital leases consist of the following at June 30, 1999:

Lecase payable to NTFC Capital Corporation, dated June 10, 1997 in the original
amount of $15,055 and payable in 48 monthly payments of $321. Lease bears interest

at 13.5% and i1s secured by telephone equipment. Principal payments arc due as
follows:

2000 - current $ 3,852
2001 $ 3,859

Future interest amounts to $1,002.

12




GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 7- MORTGAGE NOTES PAYABLE
Mortgage notes payable consists of the following at June 30, 1999:

_Current Long-term
Note payable to Randolph Trappey, dated 9-10-95 in the
original amount of $90,319 and payable in 60 monthly
payments of $1,941. Note bears interest at 10.5 %
and is secured by real estate.
Final payment is due 8-10-2000. $ 21,338 $ 2,447

Note payable to Richard X. Patin dated 7-1-97
in the original amount of $ 180,000 and payable
in 180 monthly payments of $1,772. Note bears
interest at 8.5 % and 1s secured by real estate.

Final payment due July 2012. 7,407 158,444

Note payable to Richard X. Patin dated 11-12-97
in the original amount of $ 30,000 and payable
in 180 monthly payments of $ 295. Note bears

interest at 8.5 % and is sccured by real estate.
IFinal payment duc 11-12- 2012, 1,089 27,225

Note payable to Hibernia National Bank dated

6-4-98 in the original amount of $ 400,000 and

payable in 180 monthly payments of $3,876.

Note bears interest at 2.55 % over the interest

rate on 1-5 year U.S. Treasury Securitics. Rate

al issue was 8.11%. Note is secured by real

estate having an appraisal value of $ 648,000. 15,170 367,012

Total h) 45,004 S 535,128

13




— — — — — — — — — —

GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 7- MORTGAGE NOTES PAYABLE (CONTINUED)

Mortgage notes payable consists of the following at June 30, 1998:

Current Long-term

Note payable to Randolph Trappey, dated 9-10-95 in the
original amount of $90,319 and payable in 60 monthly
payments of $1,941. Note bears interest at 10.5 %

and 1s secured by real estate.
Final payment is due 8-10-2000. $ 17,948 $ 25.499

Note payable to Richard X. Patin dated 7-1-97
in the original amount of $ 180,000 and payable
in 180 monthly payments of $1,772. Note bears

interest at 8.5 % and is secured by real estate.
Final payment due July 2012. 6,757 166,493

Note payable to Richard X. Patin dated 11-12-97
in the original amount of $ 30,000 and payable
in 180 monthly payments of $ 295. Note bears
interest at 8.5 % and is secured by real estate.

Final payment due 11-12- 2012. 1,089 28,312

Note payable to Hibernia National Bank dated

6-4-98 in the original amount of $ 400,000 and

payable in 180 monthly paymcents of $3,876.

Note bears interest at 2.55 % over the interest

rate on 1-5 year U.S. Treasury Securities. Rate

at issue was 8.11%. Note is secured by real

estate having an appraisal value of § 648,000. 12,879 386,175

Total

=
i

38,673 $ 606,479

14




GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 7- MORTGAGE NOTES PAYABLE (CONTINUED)

The maturities for the mortgage notes payable are as follows:

Year Ending June 30:
2000 $ 45004
2001 $ 34,421
2002 30,564
2003 33,152
2004 36,117
2005 39,264
Thereafter 381,610
Total $ 555,128

Interest expense for the years ended June 30, 1999 and 1998 amounted to $59,029 and

$36,275, respectively.

Note 8 - ACCRUED LIABILITIES

Accrued liabilities consist of the following at June 30, 1999 and 1998:

1999
Accrued salaries and payroll taxes $ 472,709
Compensated absences 287,854
Due to agencies 71,930
Other 5.694
Total § 838,187

15

1998

370,917
236,466
71,475
9.434

b

088,292




GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 9 - COMMITMENTS

The Organization leases facilities and equipment under operating leases expiring through
the year 2004. Rental expense related to these leascs was $336,281 and $362,120 for the
years ended June 30, 1999 and 1998, respectively. Minimum future rental payments due
under these leases as of June 30, 1999 are as follows:

Year Ending
June 30,
2000 $ 213,595
2001 167,224
2002 121,952
2003 97,397
2004 56.342
Total $ 656,510

Management expects that in the normal course of business leases will be renewed or
replaced by other leases.

Note 10 - PENSION PLAN

The Organization had a defined contribution pension plan covering substantially all of its
full-time and part-time employees. There were no contributions for the years ended June

30, 1998. The Plan was terminated as of June 30, 1998. The IRS has approved the
termination.

Note 11 - CONCENTRATIONS OF CREDIT RISK

State law requirces that deposits of all political subdivisions be fully collateralized at all
times.  Acceptable collateralizations includes FDIC/FSLIC insurance and the market
value of securities purchased and pledged to the political subdivision. The Organization,
being a quasi-public nonprofit entity, is required to comply with these regulations.
Obligations of the United States, the State of Louisiana and certain political subdivisions
arc allowed as security for deposits. Obligations furnished as security must be held by
the political subdivision or with an unaffiliated bank or trust company for the account of
the political subdivision. At various times during the year, deposits in excess of FDIC
insurance were collateralized by the securities descnibed above.

16




GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 12 - UNEMPLOYMENT INSURANCE FUND

Effective July 1, 1992, the Organization became self-insured for employee
unemployment compensation claims through the establishment of an Organization
unemployment insurance fund.

For the year ended June 30, 1998, $74,607 in unemployment expense was charged to the
programs and is accounted for as an expense of the related programs. The
uncmployment insurance fund reimburses the general fund for all direct and indirect
costs in administering the program and transfers all Interest income carncd on
unemployment insurance funds to the general fund.

Actual payments to the State for Unemployment benefits paid totaled $48,922 in 1999
and $47,946 in 1998.

All known claims as of June 30, 1999 have been recorded in the financial statements.
The fund balance of the Unemployment Insurance Fund totaled $63,926 and $64,041 as
of June 30, 1999 and 1998, respectively. The Unemployment Insurance Fund balance is
included in unrestricted net assets for financial statement presentation,

Notel3 - ECONOMIC DEPENDENCY

The Organization receives a majority of its revenue from funds provided through
programs administered by the State of Louisiana. The program amounts are
appropriated each year by the federal and state governments. If significant budget cuts
are effected at the federal and /or state level, the amount of the funds the Organization
receives could be reduced significantly and have an adverse impact on its operations.
Management is not aware of any actions that will adversely affect the amount of funds
the Organization will receive in the next fiscal year.

Note 14 - CONTINGENCIES

Programs administered by the Organization are subject to review and audit by the
various funding agencies. Accordingly, any disallowed payments which may arise as a
result of these audits, may be recovered by the funding agencies 1n subsequent years.

17



GULF COAST TEACHING FAMILY SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 1999 AND 1998

Note 15 - RECLASSIFICATION OF EXPENSES

In prior years, all program director’s and other program administrative salaries and
related employee benefits were charged to the account group — Therapeutic and Training.
For 1999, these salaries and benefits were charged directly to General and

Administrative expense. Management estimates that approximately $3,000,000 of
salaries have been reclasstfied into General and Administrattve expense for 1999,
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FAX (504} 456-9531
ONAL D AL BL BRNARD, CPA
JOSTPH V. FRANKS 1, ThA. MEMBERS

MICHOLAS FL.OHETTA, O A AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANIS

NICHOL AS W, LAFIRANZ (II, G PA |
. SOCIETY OF LOUISIANA CERTIFIE I UNTANTS
JAMES | WHITE, CPA. CiETrortay 0 PUBLIC ACCO

INDEPENDENT AUDITOR’S REPORT ON THE SUPPLEMENTARY INFORMATION

To the Board of Directors
Gulf Coast Teaching Family Services, Inc.
New Orleans, Louisiana

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

KRprmonsl v Fonta

December 23, 1999
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REVENUE
Programs
Donations

Interest
Other

GULF COAST TEACHING FAMILY SERVICES, INC.

SCHEDULE 1 - COMBINED STATEMENT OF REVENUES

AND EXPENSES BY COST REPORT GROUPING
FOR THE YEARS ENDED JUNE 30, 1999 AND 1998

Total revenue

EXPENSES

Administrative and general
Plant operation and maintcnance
Cost related to capital assets
Dictary, laundry and linen
Housckeeping

Personal client needs
Therapeutic and training
Medical and nursing
Recreational

Consultants
Educational

Ancillary Service

Total expenses

INCREASE IN UNRESTRICTED NET ASSETS

See notes to financial statements.
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$ 17,799,171
715,177

30,342
1,510

$ 17.906.200

$ 6,514,059
144,916
526,885

81,365
11,917
161,265
9,946,904
30,993
24,717
76,443

$17.519.464

$ 386,736

1999

1998

$ 15,019,265
418,647
37,181
66.740

$ 15.541.833

$ 3,548,126
130,216
490,665

57,994
12,623
139,664
10,898,247
34,691
26,276
181,782
3,737
(1.654)

$ 15,522,367

$ 19,466
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4341 VETERANS BOULEVARD (W SUITE 313 I WMETAIRIE, LOUISIANA 70002-5581 £] TELEPHONE (504) 885-0170
FAX (504) 456-9531

DONALD A. BEFANARD, C.FPA

JOSE PH V. FRANKS II, C.PA. MEMBERS

NICHOLAS F.CHETIA, C.PA. AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANITS

NICHOLAS W. LAFRANZ NI C.RA SOGCIETY OF LOUISIANA CERTIELED PUBLIC ACCOUNIANTS

JAME S L. WHITE, C.EA

REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED
ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH

e S i —— L e

To the Board of Directors
Gulf Coast Teaching Family Services, Inc.
New Orleans, Lowsiana

We have audited the financial statements of Guif Coast Teaching Family Services, Inc., as of
and for the years ended June 30, 1999 and 1998, and have issued our report thereon dated
December 23, 1999. We conductied our audits i accordance with gencrally accepted auditing
standards and the standards applicable to financial audits contained in Government Auditing
Standards, 1ssued by the Comptroller General of the United States.

COMPLIANCE

As part of obtaining reasonable assurance about whether Gulf Coast Family Teaching Services,
Inc.’s financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grants, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opimon on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planmng and performing our audit, we considered Gulf Coast Family Teaching Services, Inc.’s
internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the {inancial statements and not to provide assurance on the
tnternal control over financial reporting. However, we noted certain matters involving the internal
control over financial reporting and its operation that we consider to be reportable conditions.
Reportable conditions involve matters coming to our attention relating to significant deficiencies in
the design or operation of the internal control over financial reporting that, in our judgement, could
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adversely affect Gulf Coast Family Teaching Services, Inc.’s ability to record, process, summarize
and report financial data consistent with the assertions of management in the financial statcments.

The reportable conditions noted are described in the accompanying Schedule 2 — Reportable
Conditions -- Financial Statements — Current Year.

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. Qur consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control that might be reportable conditions and, accordingly,
would not necessarily disclose all reportable conditions that are also considered to be matenal
weaknesses. However, we believe none of the reportable conditions described above is a material

weakness.

This report is intended for the information of the Board of Directors, management and the
State of Louisiana and pass-through entities and is not intended to be and should not be used by

anyone other than the specified parties.
/Gwo/“/ - Frentin

December 23, 1999
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FAX {504) 456-9531

DONAL D A. BERNARD. C.PA.

JOSELPH V. FRANKS 11, G.PA MEMBERS

NIGHOLAS F. GHE 1 1A, G.PA. AMERIGAN INSTITUTE OF GERTIFIED PUBLIG AGCOUNTANTS

NICHOLAS WL AR TIANZ i, CRA, SOCIETY OF LOUISIANA GERTIFIED PUBLIC ACCOUNTANTS

JAMES LWHIE, GRA

REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Board of Directors
Gulf Coast Teaching Family Services, Inc.
New Orleans, Louisiana

We have audited the compliance of Gulf Coast Teaching Family Services, Inc. (a nonprofit
organization) with the types of compliance requirements described in the “U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement” that are applicable to
cach of its major federal programs for the year ended June 30, 1999. Gulf Coast Teaching Family
Scrvices, Inc.’s (the Organization’s) major federal programs are identified in the summary of audit
results section and on the accompanying schedule of findings and questioned costs. Compliance
with the requirements of laws, regulations, contracts, and grants applicable to each of its major
fedecral programs is the responsibility of the Organization’s management. Qur responstbility is to
express an opinion of the Organization’s compliance based on our audit.

We conducted our audit of compliance in accordance with gencrally accepted auditing
standards; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
“Audits of States, Local Governments, and Non-profit Organizations.” Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the Organization’s compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion. Qur audit does not provide a legal
determination of the Organization’s compliance with those requirements.

In our opinion, the Organization complied, in all material respects, with the requirements

refcrred to above that are applicable to each of its major federal programs for the year ended June
30, 1999,
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INTERAL CONTROL OVER COMPLIANCE

The Organization’s management is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the
Organization’s internal control over compliance with requirements that could have a direct and
matenal effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on the internal control over
compliance in accordance with OMB Circular A-133,

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that noncompliance with applicable requirements of
laws, regulations, contracts, and grants that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal
control over compliance and its operation that we consider to be material weaknesses.

This report is intended for the information and use of the Board of Directors, management
and the State of Louisiana and pass-through entities and is not intended to be and should not be

used by anyone other than the specified parties.
/GW\V‘J v ﬁ;wld/

December 23, 1999

57



— e T
—_— — e — —
—_ —_- — — —
— — —— — -
—_ —_- - = - !
—_—_- —_ = == -
—_ —_- - = -

GULF COAST TEACHING FAMILY SERVICES, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SCHEDULE 1 -SUMMARY OF AUDIT RESULTS
YEAR ENDED JUNE 30, 1999

1. The independent auditor’s report on the financial statements expressed an unqualified
OpIinion.
2. Reportable conditions disclosed during the audit of the financial statements are reported in

Schedule 2 — Reportable Conditions — Financial Statements — Current Year which follows.
None of the reportable conditions are considered to be material weaknesses.

3. No instances of noncompliance considered to be material to the financial statements were
disclosed by the audit.
4, No instances of reportable conditions were disclosed during the audit of major federal

award programs. No management letter was 1ssued during this period.

5. The auditor’s report on compliance for major federal award programs for Gulf Coast
Teaching Family Services, Inc. expressed an unqualified opinion on all major federal
programs.

0. There were no findings to be reported on the Schedule of Federal Awards Findings and

Questioned Costs.

7. Major programs for the fiscal year ended June 30, 1999 were as follows:
Department of Health and Human Services — Title <CFDA # 93.674>
IV-E ~ Independent Living
Department of Health and Human Services — <CFDA# 93.667>
SSBC
U.S. Department of Labor — Welfare to Work <CFDA# 17.253>
Housing and Urban Development LA 48B97-0301

8. The threshold for distinguishing Types A and B programs was $300,000.

9. Gulf Coast Teaching Family Services, Inc. was not determined to be a low-risk auditce.

58



—_— — —— — e

GULF COAST TEACHING FAMILY SERVICES, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SCHEDULE 2 - REPORTABLE CONDITIONS -
FINANCIAL STATEMENTS - CURRENT YEAR

YEAR ENDED JUNE 30, 1999

BILLING AND COLLECTION SYSTEM

CONDITION:

RECOMMENDATION:

The subsidiary ledgers of Program recetvables were not reconciled to
the general ledger control accounts on a current basis. Billing crrors
and collection differences were not reconciled on a timely basis.

The subsidiary ledgers of receivables should be reconciled to the
general ledger control accounts on a monthly basis and all billing and
cash receipt collection diffecrences should be followed up and
adjusted on a current basis. All receipts should be reconciled to the
related billings and all differences adjusted monthly,

EXPENSE AND ACCOUNTS PAYABLE SYSTEM

CONDITION:

RECOMMENDATION:

The detailed accounts payable subsidiary ledgers were not reconciled
to the general ledger control accounts on a current basis. The
printouts of the detailed accounts payable listings were not verified
and agreed to the general ledger control accounts.

Each month the detailed accounts payable listing should be verified
by comparing the listing to open invoices and the total should be
reconciled with the general ledger control account.

ACCOUNT CODING OF EXPENSLE INVOICES

CONDITION:

RECOMMENDATION:

A prior year’s finding concerned the documentation of the coding on
expense requests. The codings are now reviewed and approved by at
least two mdividuals.

The procedures in place to check expense coding should continue to
be monitored closely, especially in light of employee turnover in this
area. Both those doing the original coding and those responsible for
checking the coding should review any changes in the programs and
the expenses to make sure that the coding continues to be done
accurately.
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GULF COAST TEACHING FAMILY SERVICES, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SCHEDULKE 2 —- REPORTABLE CONDITIONS -
FINANCIAL STATEMENTS — CURRENT YEAR (CONTINUED)

YEAR ENDED JUNE 30, 1999

SUPPORT FOR DISBURSEMENTS

CONDITION:

RECOMMENDATION:

A prior finding noted some payments being made without proper
supporting documentation. We have made several changes in the
system to help insure the proper support is attached to all check
requests. The system has greatly improved in 1999,

Management should continue its review of the new system
requirements and monitor compliance on a continuing basis.
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GULF COAST TEACHING FAMILY SERVICES, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SCHEDULE 3 - REPORTABLE CONDITIONS —

MAJOR FEDERAL AWARDS PROGRAMS AUDIT
YEAR ENDED JUNE 30, 1999

No instances of reportable conditions found.
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GULF COAST TEACHING FAMILY SERVICES, INC.

SCHEDULE 4 - SUMMARY OF PRIOR YEAR’S
AUDIT FINDINGS
YEAR ENDED JUNE 30, 1999

BILLING AND COLLECTION SYSTEM

We are still working on the problems in this area. Due to the number and the diversity of our
programs, we are still encountering problems in reconciling our billings and collections from the
various agencies. We now have three full time staff who are working on the problems in this
arca. We feel certain that the new accounting software installed this year will aid greatly in

solving the problems in this area.

EXPENSE AND ACCOUNTS PAYABLE SYSTEM

Due to turnover in some key personnel, the reconciliations of the accounts payable subsidiary
ledgers with the general ledger control accounts were not always done timely. The new accounts
payable clerk has been instructed to perform these procedures each month. A staff now checks
all expense codings and will follow up on the reconciliation procedures in the future.

ACCOUNT CODING OF EXPENSE INVOICES

As noted above, we have now assigned the job of checking the account coding to a new staff
accountant. We will continue to monitor this verification procedure and to correct any causes of

coding errors noted.

SUPPORT FOR DISBURSEMENTS

Our system demands written support for all disbursements. On rare occasions, documentation
will be lost or missing, but in these instances the check request must be authorized by a
management executive. We will continue to stress the need for proper support for

disbursements.
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GULF COAST TEACHING FAMILY SERVICES, INC.,

SCHEDULE 5 -~ MANAGEMENT’S CORRECTIVE ACTION PLAN
FOR CURRENT YEAR FINDINGS
YEAR ENDED JUNE 30, 1999

BILLING AND COLLECTION SYSTEM

Beginning on July 1, 1998, we changed our accounting software which now includes a module
for our accounts receivable. We plan to reconcile the detail accounts receivable subledger

balance to the general ledger control each month. In addition, we plan to break the various
reccivables into groups and assign a small group of funds to various individuals who will be
responsible for follow up on billing and collection differences. We plan to make the billing and
collection system the responsibility of an accounting and management supervisor. The Chief
Executive Officer will be responsible to make sure that the supervisor is keeping the monthly
reconciliations up to date.

EXPENSE AND ACCOUNTS PAYABLE SYSTEM

Our new accounting software will produce a monthly listing of open accounts payable balances.
We plan to verify the major balances on these monthly printouts to the supporting invoiccs each
month. We now require that all check requests and vouchers be approved by at lcast two
individuals and that all supporting documentation be attached.

ACCOUNT CODING OF EXPENSE INVOICES
We now have a second staff accountant that checks all check request codings before the
vouchers are processed by the accounts payable clerk. The staff accountant discusses any

questionable coding with the responsible party and agrees on the proper coding before
processing. The new system seems to be working well.

SUPPORT FOR DISBURSEMENTS

We have again stresscd the necd for proper documentation for all disbursements. The system is
greatly improved and we continue to monitor it closely.
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GULF COAST TEACHING FAMILY SERVICES, INC.

SCHEDULE 6 - SCHEDULE OF EXPENDITURES OF FEDERAL
AWARDS FOR THE YEAR ENDED JUNE 30, 1999

AND RELATED NOTES
Federal
Federal Grantor/Pass-Through Grantor/ CFDA
Program Title Number
MAJOR PROGRAMS:
U.S. Department of Health and Human Services
Pass-through Department of Soctal Services
Office of Community Services
Title IV-E Independent Living 93.674
Title IV-E Independent Living 03.674
U.S. Department of Health and Human Services
Pass-through Department of Social Services
Office of Community Services
SSBG 93.667

Total U.S. Department of Health and Human Services

U.S. Department of Labor

Pass-through Louisiana Departiment of Labor
Welfare to Work

Housing and Urban Development
Houma-Terrebonne and Lafourche Parish

Total Expenditures of Federal Awards

64

17.253

LA48B97-
0301

Agency or
Pass-Through Federal

Number Expenditures
514468 $ 99,903
514466 119.433
$ 219,336
507870 $ 28.133
$ 247,469
12-WitWwW- 48,733

98/991
716,129
$.372,331




GULF COAST TEACHING FAMILY SERVICES, INC.

SCHEDULE 6 - SCHEDULE OF EXPENDITURES OF FEDERAL
AWARDS FOR THE YEAR ENDED JUNE 30, 1999
AND RELATED NOTES

Note A — Basis of Accounting

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Organization and 1s presented on the accrual basts of accounting. The information
in this schedule 1s presented 1n accordance with the requirements of OMB Circular A-133,
“Audits of States, Local Governments, and Non-Profit Organizations.” Therefore, somec
amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of the basic financial statements.

Note B — Risk-Based Audit Approach

The dollar threshold used to distinguish between Type A and Type B programs is $300,000. The
Organization does not qualify as a low-risk auditee.

Note C - Matching Contributions

U.S. Department of Health and Human Services federal awards passed through the State of
Louisiana Office of Community Service required matching funds as follows:

Title IV-E Independent Living Lafayette $ 52,800

Title IV-E Independent Living Houma $ 28,200
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