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To the Board of Directors 
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M vml,cl 
A.l~,ic~.l Insfilutt el 

Ccttilied ['ill)lit at'tOtlll[all[S 

Mcml,c~ 
Sot'icly .I 1 ouisimm 

(Tcl~iflcd I'uh]ic AfCOtllflaIHS 

We have audited the accompanying statement of financial position of St. John Association 
For Retarded Citizens (a nonprofit corporation) as of June 30, 1998, and the related 
statements of activities, functional expenses, and cash flows for the year then ended . 
These financial stateraents are the responsibility of the organization 's management . Our 
responsibility J s to express all opinion on these financial statements based on our audit . 

We conducted our audit in accordance with generally accepted auditing standards . Those 
standards require that: we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement . An audit includes 
examining , on a test basis, evidence supporting the amounts and dlsc]osures in the 
financial statements . 7~1 audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 
statement presentation . We believe that our audit provides a reasonable basis for our 
opinion . 

In our opinion , the financial statements referred to above present fairly , ill all material 
yespects, the financial position of St. John Association For Retarded Citizens as of June 
30, 1998, and the results of its operations and its cash flows for the year [.hell ended Jn 
conformity with genera] ]y accepted accounting principles . 

]n accordance with Government AudJtinq Standards , we have also 
August 26, 1998 on our consideration of St. John Association 
internal control over financial reporting and OUr tests of its 
provisions of laws, regulations, contracts, and grants . 

issued a report dated 
For Retarded Citizen's 
compliance with certain 

Respectfully submitted , 

DURN IN & 0AM ES~  
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ST . JOHN ASSOCIAT ION FOR RETARDED CIT IZENS 

NOTES TO FINANCIAL ~TATEMENTS 

OUNE 30 . ].998 

NOTE I--SLrMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The significant accounting policies followed are described to enhance the usefulness of 
the financial statements to the reader. The financial statements of St. John Association 
For Retarded Citizens (a nonprofit organization) have been prepared on the accrual basis; 
therefore, certain revenues and the related assets are recognized when earned rather than 
when receJved and certain expenses are recognized when the obligation 5s incurred rather 
than when paid . These policies have been consistently applied in the preparation of the 
financial statements . The corporation has no capital stock . 

Nature of Activities - St John Association For Retarded Citizens (a nonprofit 
organization) trains the mentally and physically handicapped citizens over 23 
years of age of the parish . The areas of training are geared toward helping the 

indlv~dua]s adjust to society. The areas of training include self-help, social 
ski]/s, pre-vocational, independent living, mobile work crews, persona] hygiene, 
daily living skills - making change, telling time, safety - recognition of danger 
signs, physical training and maximization of individual potential . The 
organization also provides free transportation for all activities including daily 
instruction classes . 

Proo~rtv an~ Eou~ nt Property and equipment purchased are recorded at cost 
Donations of property and equipment are recorded as support at their estimated 

fair value . Such donations are reported as unrestricted support unless the donor 
has restricted the donated asset to a specific purpose . Assets donated with 
explicit restrictions regarding their use and contributions of cash that must be 
used to acquire property and equipment are reported as restricted support. 
Absent donor stipulations regarding how long those donated assets must be 
maintained , the Organization reports expirations of donor restrictions when the 
donated or acquired assets are placed in service as instructed by the donor . The 
Organization reclassifies temporarily restricted net assets to unrestricted net 
assets at that time. Property and equipment are depreciated using the straight- 
llne method . 

Financial Statement Presentation The financial statements are presented in 
accordance with Statement of Financial Accounting Standards (SFAS) No . i]7, 
Financial Statements of Not-for-Profit Organizations . Which requires the 
OrganJ zation to report information regarding its financial posl tion and 
activities aecording to three classes of net assets : unrestricted net assets, 
temporarily restricted net asset~, and permanently restricted net assets . In 
addition , the Organization is required to present a statement of cash flows . 

Contributions - Contributions received are recorded as unrestricted , temporarily 

restricted, or permanently restricted support, depending on the existence and/or 
nature of any donor restrictions . Support that is restricted by the donor is 
reported as an increase in unrestricted net assets if the restriction expires in 
the reporting period in which the support is recognized. A]] other donor- 
restricted support is reported as an increase in temporarily or permanently 
restricted net assets, depending on the nature of the restriction . When a 
restriction expires, that is, when a stipulated time restriction ends or purpose 
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restriction is accomplished, temporarily 
to unrestricted net assets and reported 
assets released from restrictions . 

ContractR Receiv ab le 

June 30 , 1998 , are 

accounts is recorded 

restricted net assets are reclassified 
in the statement of 

-  Management believes that all 
fully collectible; therefore , 

contracts receivable as of 
no allowance for doubtful 

rash Flows - For purposes of the statement of cash flows, the organization 
considers all highly liquid investments with an initial maturity of three months 

or less to be cash equivalents. 

Functional E~ enses - Expenses are charged directly to program or management in 
general categories based on specific identification . Indirect expenses have been 
allocated based on salary expenditures . 

NOTE 2--CASH AND CASH EQUIVALENTS 

At June 30, 1998, the organization had cash and cash equivalents totaling $377,46]. These 
deposits are stated at cost, which approximates market . These deposits are secured from 
risk by federal depository insurance . 

NOTE 3--CONTRIBUTED SERV ICES 

The Organization receives donated services from a variety of unpaid volunteers . No 
amounts have been recognized in the accompanying statement of activities because the 
criteria for recognition of such volunteer effort under SFAS No . ]16 have not been 
satisfied . 

NOTE 4 --CONTRIBUTED FACILITIES 

The organization occup ies a government owned building located at 30] Bamboo under an 
agreement with the St . John the Baptist Parish Council. No rent is paid by the 
Organization . A local real estate agent has estimated the approximate fair value of the 

annual rental to be $42,000. 

NOTE 5--CONTRACT REVENUES 

The organization entered into a contract with the Office for Citizens with Development 
Disabilities, Department of Health and Hospitals to provide training to the mentally and 
developmentally handicapped citizens over 23 years of age in St . John the Baptist Parish . 
The areas of training include self-help , social skil]s, pre-vocations, independent ]lying, 
mobile work crews, and behavioral skills. The contract was for the period Ju]y i, ]997 to 
June 30, 1998, and in a maximum contract amount of $82,942. Under the contract, the 
Department of Health and Hospitals agreed to pay the St . John Association for Retarded 

Citizens $4,491.00 per month for twelve months, for a total of $53,892. The remaining 
$29,050 was paid based on the type of service provided to each individual client and the 
complexity of the individual's needs . 
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The organization also entered into a contract with Betr-Care , Inc . and Res-care , inc . 

(residential providers) to provide day training at $30.00 and $28.00 per client day 
respectful]y . The contract with Betr-Care, Inc . was for the period July i, 1997 to June 
30, ]998. The contract with Res-Care, Inc. was effective January I, 3993, and will last 
~ndeflnltely, or unt~l either party decides to terminate by giving written notice of 
thirty (30) calendar days. The trainJng provided is explained in the preceding paragraph. 

The organization also receives revenues for providing training to luedicaid c3/ent~ 

NOTE 6--CONTRACT RECEIVABLE 

Contract receivable consists of services provided but not yet paid as of June 30, 1998 
Contract receivable is made up of the following : 

Contract Receivable 

Department of Health 

Department of Health 
Betr -Care , Inc . 

Res -Care . Inc 

NOTE 7--INCOM E TAX STATUS 

and Hospitals 
and Hospltals-Medicaid 

$ 6,098 
3 ,580 

3 ,690 

3 ,668 

$~ 7, 038 

St. John Association For Retarded Citizens is exempt from federa] income tax tu]dcr Section 
501 (C) (3) of the Internal Revenue Code. In addition, the organization qua]ifics for the 
charitable contribution deduction under section 170 (b) (]) (A) and has been classified 
as an organization that is not a private foundation under Section 509 (a) (2). 

NOTE 8--ECONOMIC DEPENDENCY 

The organization depends on the Department of Health and Hospitals for a major portion of 
its operation . 

NOTE 9--PROPOSITION I 

Proposition I was passed by the citizens of St. John the Baptist Parish on Aprl] 3, 1993 . 
Proposition I allows the Parish to incur debt and issue bonds to the amount of Five 

Hundred Thousand Dollars ($500,000) to run fifteen (15) years from the date thereof, with 
interest at a rate not exceeding nine per centum (9%) per annum , for the purpose of 
acquiring , constructing , improving and renovating public buildings to house a work 
training center for mentally retarded and developmentally disabled persons, title to which 
shall be in the public . The bonds will be general obligations of the Parish and payable 
from ad valorem taxes to be levied and collected in the manner provided by A]:tJcle VI, 
Section 33 of the Constitution of the State of Louisiana of 3974, and statutory authority 
supplemental thereto . St . John Association for Retarded Citizens occupied the public 
bul]ding in January, ]995. 
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Proposition II was passed by the citizens of St. John the Baptist Parish on April 3
, 1993 . 

Proposition II allows St. John the Baptist Parish to levy a one-half (3/2) mill tax o11 all 
the property subject to taxation with said Parish for a period of ten (i0) years beginning 
with the year 1993 and ending with year 2002, for the purpose of maintaining and operating 
pub] ic building used to house mentally retarded persons (including pa~ nent of salaries and 
cost of conducting training programs for the mentally retarded and developmentally 
disabled citizens). 

NOTE ZI--NET ASSET-BOARD DESiGNATiON 

The organization has qualified for a grant through the Department of Transportation and 

Development to acquire a vehicle. The total estimated cost of the van is $50,000. The 
organization's local match is $i0,000. The board approved and designated $i0,000 to be 
allocated to the local match . Management made a deposit of the local match with the 
Department of Transportation and Development. The organization is expecting to receive 
the vall by December 31, 1998. 

NOTE 12 --CORRECTION OF ~  ERROR 

In the prior year, net assets were understated due to the omission of receivables from 
Louisiana Worker's Compensation Corporation and St . John the Baptist Parish Council 

(Proposition II) in the amounts of $5,717 and $8,618, respectively. Also, net assets 
were overstated $57,952 due to the improper inclusion of assets relative to Proposition 
II, which belonged to the St. John the Baptist Parish Council . The effect of these 
corrections on the prior year is as follows: 

Cash and Cash Equivalents 

Inve stm en ts 

Accrued Interest 

Ad Va]orem Tax Receivable 

Other Receivables 

Increase (Decrease) In Net Assets 

Wet A ssets 

Before Net 

Restg tement Chanqe 

$~63,Q75 

$ 29,769 

$__  67 

$. 208 

$ 20,219 

$367,375 

$IZ2~ ,76~ 

$ 8 410 

$ 5 7J7 

A s 

Reskated 

$138j A2 

$~ 618 

$_ 5 717 

$ 23 398 

$3232Z~  
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T~ P~]~I]~ T AI]I]TTOR '~ Rb]PORT ON C6)M PI,IA]q~R A]g~ 

~ON TROI, OV EB F INAN C IAL RR PORT ING BA SED ON AN AUD IT O F 

We have audited the 
as of and for the 

August 26 , 1998 . W 
standards and the 
Alldlt~na Rt~i~dard~ . 

Co Q~pliance 

M tinlwr 
AiilTll[itll ]ll~liltllt" ol 

Ccitilicd I'utllk Actliunlllnls 

M cmlw, 
Society ol I .uisia.~ 

Cc,tilicd Puhlic ACCIIIIIIIIIII[S 

financial statements of St . John Association For Retarded Citizens, 
year ended June 30, 1998, and have issued our report thereon dated 
e conducted our audit in accordance with generally accepted auditing 
standards applicable to financial audits contained in Government 
issued by the Comptroller General of the united States . 

AS part of obtaining reasonable assurance about whether St . John Association For Retarded 
Citizens's financial statements are free of material misstatement, we performed tests of 
its compliance with certain provisions of laws, regulations, contracts and grants, 
noncolapliance with which could have a direct and material effect on the determination of 
financial statement amounts . However, providing an opinion on compliance with those 

provisions was not an objective of our audit and, accordingly, we do not express such an 
opinion . The results of our tests disclosed no instances of noncompliance that are 
required to be reported under Government Auditing Stalldards . 

In ternal Con trol Over Financial ReDortin~ 

In planning and performing our audit, we considered St. John Association For Retarded 
Cltizens's internal control over financial reporting in order to determine our auditing 
procedures for the purpose of expressing our opinion on the financial statements and not 
to provide assurance on the internal control over financial reporting . 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 judgment, cou]d adversely 
affect St . John Association For Retarded Citizens's ability to record , process, summarize 
and report financial data consistent with the assertions of management in the financial 
statements. Reportable conditions are described in the accompanying schedule of findings 
and recommendations as items 98-1. 
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A material weakness is a reportable condition in which the design or operation of one or 
more of the specific internal control structure elements does not reduce to a relative]y 
low level the risk that errors or irregularities 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 e~~,loyees in the normal course of performing their assigned functions. 

Our consideration of the internal control structure wou]d not necessarily dlsc]ose a]] 
matters in the internal control structure that might be reportable conditions and 
accordingly , would not necessarily disclose all reportable condJtlons that are also 
considered to be material weaknesses as defined above . 

Tbis report is intended for the information of the Board of Directors, management, the 
Legislative Auditor, and the Louisiana State Planning Council on Development DisabJ]ities . 
However, this report is matter of public record and its distribution is not limited . 
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To the Board of Directors 
St . John Association For Retarded Citizens 
LaPlace . Louisiana 

M ~,,mcl 
Annt'Nc;.* l,)gOl,11L, ol 

('crfilk'd Ik,blic Accomm, ms 

Mc.dwr 
St,dcb' (,t 1 o~Li~i;,.a 
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We have audited the financial statements of St. John Association For Retarded Citizens as 
of and for the year ended June 30, 1998, and have issued our report thereon dated Aucjust 
26, ]998 . We conducted our audit in accordance with generally accepted auditing standards 
and the standards applicable to financial audits contained in Goverrlment Audit J nq 
Standards issued by the Comptroller General of the United States . 

As a part of our examination, we have issued our report on the financial statements, dated 
August 26, 1998, and our report on internal control and compliance with laws, regulations, 
and contracts , dated August 26 , 1998 . 

Suggestion 98-I 

COND IT ION 

our examination , we became aware of the following matters which 
deviations of compliance or suggestions for improved internal 

During our audit and review of salaries, wages and related benefits paid to 
clients for training at the center and for work outside the center, we found that 

the organization does not consider the clients that perform service for the 
organization to be employees of the organization . The board of directors Js 
aware of this situation and has attempted to obtain from proper regulatory 
sources a written opinion on this issue but has been unable to obtain one . 
Present industry practices are not consistent on the treatment of these pa~11ents 
to clients . As a result , form W -2 's and other payroll related forms are not 
being filed , neither FICA nor income tax is being withheld on these wages . 

We recommend the organization continue to monitor this issue on a regular basis 
and continue efforts to obtain a written opinion clarifying this issue . When a 
flna] written decision is obtained or industry practices are clarified as a 
result of regulatory action by the Internal Revenue Service , we recomnlend the 
association adopt payroll policies to be consistent with any decision rendered . 
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In management 's corrective action plan dated November 9, 
indicated they will continue to monitor this issued and take 
wben a final decision is rendered . 

Suggestion 98-2 

CONDITION 

]~J98, management 
corrective action 

During our audit and review of property tax revenues received by the St . John The 
BaptJ st Parish Council from the ~ mill maintenance tax dedicated to maJntaJrlJng 

and operating a home to house and/or train the mentally retarded and 
deve]opmentally disabled citizens, we noted the Parish does not receive state 
revenue sharing funds oi] this millage. Inclusion in Section 9.C. (2) of The 
State Revenue Sharing Act could result in an additional $8,000 of revenue to the 
organl zation each year . 

We recommend the Board petition the Members of the St . John the Baptist parish 
Council and its state legislative delegation for inclusion in Section 9.e. (2) 
of next year 's State Revenue Sharing Act . 

In management's corrective action plan dated November 9, ]998, management 
indicated they will contact the St . John the Baptist Parish Council and request 

inclusion in Section 9.C.(2) of the revenue sharing bill for next year. 

Suggestion 98-3 

COND IT ION 

During our audit and testing of payroll, we noted an overpayment of worker's 

compensation premiums totaling $5,717. This overpayment existed for several 
years but was not discovered by management during the preparation of the 
quarterly wage reporting forms sent to the insurance company . 

We recommend the board request an immediate refund of this overpayment . We 

further recommend that management carefully review all bills presented for 
payment and all other correspondence received for accuracy prior to payment of 
any bill . 

In management's corrective action plan dated November 9, 1998, management stated 
they will request an immediate refund of the overpayment of workers compensation 
insurance . In the future, management will carefully review all bills presented 
for pa~anent and all other correspondence received for accuracy prior to pa~ uent. 

18 
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We recommend management 
the admJ nistration of 
suggestions or to help 

address 
public 

the foregoing 

programs , We are 
imp lement the recommendations 
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as an improvement to operations and 
available to further exp] aJn the 

Respectfully submitted, 

DURN IN & JAM ES , 
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To the Board of Direct:ors 
St . John Association For Retarded citizens 
LaPlace, Louisiana 

' M c.mcl 
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I !]Certilicd Public AccoLInhmt~ 
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We have audited the financial statements of St. John Association For Retarded Citizens 
for the year ended June 30, 1998, and have issued our report thereon dated August 26, 
1998. Professional standards require that we provide you with the following information 
related to our audit . 

Standards 

AS stated in our engagement letter dated June 19, 1998, our responsibility , as described 
by professional standards, is to plan and perform our audit to obtain reasonable , but not 
absolute , assurance about whether the financial statements are free of material 
misstatement . Because of the concept of reasonable assurance and because we did not 
perform a detailed examination of all transactions, there is a risk that materia] errors , 

irregularities, or illegal acts, including fraud and defalcations , may exist and not be 
detected by us . 

AS part of our audit, we considered the internal control structure of the St . 0ohn 
Association For Retarded Citizens. Such considerations were solely for the purpose of 
determining our audit procedures and not to provide any assurance concerning such internal 
control structure . 

As part of obtaining reasonable assurance about whether the financial statements are free 
of material m isstatement , we performed tests of the St . John Association For Retarded 
Citizen 's compliance with certain provisions of laws, regulations, contracts, and grants . 

However, the objective of our tests was not to provide an opinion on compliance with such 
provisions . 

Sian ifican t Accoun tJn~ P~]~c~ s 

Management has the responsibility for selection and use of appropriate accounting 
policies . In accordance with the terms of our engagement letter, we will advise 
management about the appropriateness of accounting policies and their application . The 
significant accounting policies used by the St . John Association For Retarded Citizens are 
described in Note ] to the financial statements. No new accounting po]icies were adopted 
and the application of existing policies was not changed during 1997 . We noted no 
transactions entered into by the St . John Association For Retarded Citizens during the 
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year that were both significant and unusual, and of which , under professional standards, 
we are required to inform you , or transactions for which there is a lack of authoritative 
guidance or consensus, other than the correction of an error to the previous year 
financial statements . 

A cconn t~n ~ E s tlm a tos 

Accounting estimates are an integral part of the financial statements prepared by 

management and are based on management's current judgments. Certain accounting estimates 
are particularly sensitive because of their significance to the general purpose financial 
statements and because of the possibility that future events affecting them may differ 

significantly from management ' s current judgments. 

Management 's estimate of the allowance for doubtful accounts is based on historical water 
and sewer revenues , historical Joss levels, and an analysis of the collectibility of 
individual accounts . We evaluated the key factors and assumptions nsed to develop the 
allowance in determining that it is reasonable in relation to the proprietary fund-type 
financial statements taken as a whole . 

~~sn ~f~ an t Audit Adqn stm an ts 

For purposes of this letter, professional standards define a significant audit adjustment 
as a proposed correction of the financial statements that, in our judgment, may not have 
been detected except through our auditing procedures. ~ ese adjustments may include those 
proposed by us but not recorded by the St . John Association For Retarded Citizens that 
could potentially cause future financial statements to be materially misstated, even 

though we have concluded that such adjustments are not material to the current financial 
statements . 

We proposed several audit adjustments related to accounts receivable and accounts payable. 
The corrections were not considered material in relation to the individual fund-type 
financial statements of the St . John Association For Retarded Citizens taken as a whole . 

We also proposed several audit adjustments to the beginning net assets which were material 
in relation to the financial statements. The Association has agreed to the proposed audit 

adjustments and will record the adjustments in the accounting records of the St. John 
Association For Retarded Citizens for the year ended June 30 , 1998 . 

Disaor~em ~n tm w ith M anagem ent 

For purposes 
a s a m a tter 

of this letter 
whether or 

accounting , reporting , or 
statements or the auditor 's 
arose during the course of 

professional standards define a disagreement with management 
not resolved to our satisfaction , concerning a financial 
auditing matter that coald be significant to the financial 
report. We are pleased to report that no such disagreements 
our audit . 

Cons11]tat~nnR w ith Other XndeDendent Accountants 

TO the best of our knowledge, management has not consulted with or obtained opinions from 

other independent accountants during the past year that are subject to the requirements 
of Statement on Auditing Standards No . 50, "Reports on the Application of Accounting 
Principles." 
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D i fficu lties Encoun tered ill Per form inu th e Au dit 

We encountered no difficulties in dealing with management in performing our audit 

This report is for 
the Census Bureau . 
report which , upon 
Retarded Citizens, 

DEO/bdm 

the information of management, the Louisiana Legislative Auditor and 
This restriction is not intended to limit the distribution of this 

aeceptance by the Board of Directors of the St . John Association For 
Js a matter of public record . 

Respectfu] ly submitted 


