
 

OFFICIAL "'l 

FILE COPY 

DO NOT ,~ .'~  oUT 

(Xerox I lec~,'4,~affJ 
| copies f~om this 
t copy and PLACE 
1., [~ACK in FILE) 

D ESIRE N A RCO TICS REIIA BILITA TION 
CEN ['I':R, IN C. 

IN DEPEN DEN T AU DITOR'S P.EPORT AN D RI':PO RT,q 
ON I,'EI)ERAI. AW ARD S 

INTERNA L CON TRO l. AN D COM PLIAN CE 
N I':W  O RI.F.AN S, LOUISIAN A 

FOR TItE YEA R I';N DH ) JUN E 30, 1998 

under provisions c~f state law, this 
report is a l~tib~ic docqm ert. A 

,,:,,-: ;l il;~:', l;,<~0D SU[')qlit- C(;',.':/,~;f ~ ;"-". .-: 
t(:,.i t(~ ti>:. " c or revk:wed, 

:~., .-~,r{ -)~)~ )}Iv 
clli[:',' ~5:a[~ , ~ ~ " " 

, . ~ ,~ v0 OHi: i :.:,. ~ }:~ ~.q~.h': ;x , ~ :.h, *,or 
p.!~!ir i>:.yr::::,{:!~ ~-{ th.~ iigalOtl 

i{;: ~ ,.,i ,,., <co :-~,x,.'t;ri~,~,<!.: at the 
(~li;~;<. oi ~i,~-.' t:~:~{{",!: .,:[~r < ot court. 

Re! ea,'-~e D;.~te .._;~t~3.~ --' 

9 '7 0 g 31 



~ aJ~olln M , I)iciics. C,I).A, (I)cceascd 
Jack I), Diencs, C P.A.* 

* A Professional Corp(}r~dion 

M M D  
M A I.C O I.M  M . I) II~N E S A N D C O M P A N Y 

C~rHfie~t I'~lhli~ A~~olm tal~s 

IN DEPEN I')EN T AI JDITOR'S REPORT 

Board of D irectors 
D esire N arcotics Rehabilitation Center, Inc. 

4116 Old Gcntilly Road 
N ew O rle,'m s, l.ouisiana 70126 

Donald J, I:onlcuberl;i, C.ILA 
Jcdm W . ThcriC~l. C,P.A, 

W e have audited the {tccom panying statem ent of financial position of Desire N arcotics 
Rehabilitation Center, Inc. (a non-profit organization) as of June 30, 1998, and the related 
statem ents of activities and cash flows for the years then ended. These financial statem ents are 
the responsibility of the Center's m anagem ent. O ur responsibility is to express an opinion on 
these financial slatem cnts based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditiag standards, Governme~tt 
A.diting Standards', issued by lhe Com ptroller General of tile United States, U .S. O ffice of 
M anagem enl and Budget's Circular A-133, Audits of States, I.ocal Governm enls, and N nn-Profit 
O rgani;,-.ations. Those standards and the Circular require that we plan and perforn~ tile audit to 
obtain reasonable assurance about whether the financial slalem ents are free of m alerial 
m isstatem ent. A n audit includes exam ining, on a test basis, evidence supporting the am ounts and 
disclosurcs in the financial statem ents. An audit also includes assessing the accounting 
principles nscd anti signilicant estim ates m ade by nm nagenacnt, as well as evaluating the overall 
financial statem ent presentation. W e believe thai our audit provides a reasonable basis for our 

In our opinion, the fiaancial statem ents referred to above present fairly, in all m aterial respects, 
the financial positior! of Desire Narcotics Rehabilitation Center as of June 30, 1998, and the 
chaagcs in its net assets and its cash flows for the year then ended in conform ity w ith generally 
accepted accounting principles. 

In accordance w ith Governm ent dudith~g ,Vfandard% we have also issued our report dated 
Sepiem bcr 4, 1998 on our consideration of Desire N arcotics Rehabilitalion Center's internal 
control over financial reporting and our tests of its conapliancc w ith certain provisions of laws, 
regulations, contracts and grants. 
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O ur audit was perform ed for tim purpose of form ing an opinion on the financial statem ents of 
Desire N arcotics l~,ehabilitation Center takmx a~ a whole. The accom pm~ying schedule of 
expenditures of federal awards and olher supplenmnlary inform ation is presented for purposes of 
additional analysis as required by U .S. O ffice of M anagem ent and Budget Circular A -133, 
Audits of States, l,ocal Govcrmnents and N on-Profit O rganizations, and is not a required part of 

the financial stalcments. Such information has been subjected to tile auditing procedures applied 
in tile audit of tile financial statem ents and, in our opinion, is fairly staled, in all m aterial 
respects, in relation Io the financial statem ents taken as a whole. 

As discussed in N ote 8 to the financial statem ents, tim (2enter also suffered recurring significant 
reductions in grant revenues and has a net deficiency in net assets which raises substantial doubt 
about its ability to continue as a going concern. M anagem ent's plans in regard to these m atters 

are also described in Note 8. The financial statements do not include any adjustments that might 
result from lhe outcom e of this uneerlainty. 

M alcolm M . D ienes and Com pany 

Septem ber 4, 1998 



D esire Narcotics Rehabilitation Cen ter , Inc . 

Statements of Financial Position 

June 30 , 1998 

A ssets 

Curren t A ssets 

Cash and Cash Equ ivalents- 
Op erating 

Gran ts and Con tracts Receivab le 

Curr en t A ssets 

Furniture and Fixtures (net of 
accumulated depreciation of 

$129,540) 

To tal A sse ts 

41,615 

264.858 

_ 306 .473 

5.2~  

Liab ilities and Net A ssets 

Current Liabil~ties 
A ccoun ts Payab le 

Wages and Withholding Payable 
Line of Credit 

Advances from Officers 

Total Liabilities 

Net Assets-Unrestricted 

194 ,622 

321 ,781 

250,000 

852 .361 

1.618.764 

(~i 307,038) 

Total N et A ssets 
and Liabilities $ ~ !~_~2~ 

The accompany ing notes are an integral part of these financial 

statem en ts . 



Desire Narcotics Rehabilitation Center
, In c . 

Statement of Activities 

June 30, 1998 

R ev enu es : 

Federal Gran t R ev enue 
State G ran t Rev enue 

Con tractual Revenue 
Contributions Revenue 
Other 

Total Rev enu e 

Program Exp enses : 

Drug Rehabilitation 
Housing A ssistance 

Total Program Expenses 

Support Expenses : 
M anagem en t and Adm in istrative 
Con tribu tion s Expen se 
Con trac tua l 

D ep reciation 

Total Support Expenses 

To ta l Exp en ses 

Decrease in Net Assets 

Unadjusted Net Assets 
B eginn ing of Year 

Prior Period Adjustment 
N et A ssets , A s resta ted 

Beginning of Year 

624 ,376 
499 ,356 

129 ,114 

46 ,250 

~ 0,7~  
I_ _ ,~ 99.857 

i ,I12 ,160 

. 157,~  

289 ,985 

4 6 ,250 

88,316 

. 44,931 

(_~ i) 

( 867,357) 

(_~ 67,9~ ) 

N et A ssets at 

End of Year $ (L ~ Q_7~ Q~ ) 

The accompanying notes are an integral part of these financial 
statem en ts . 



Desire Narcotics Rehab ilitation Center, Inc . 

Statem en t of Cash Flow s 

For th e Year Ended Jun e 30, 1998 

Cash Flows from Operating Activities: 

Decrease in Net Assets 
Adjustments to Reconcile Changes 

in Net A ssets to Net Cash 
U sed by Operating Activities : 

Depreciation 

(Increase) Decrease in: 
A ccoun ts Receivab le 
O th er R eceivab les 

Increase (Decrease) in : 
Accoun ts Payab le 
W ages Payab le 
Advances from Emp loyers 

( 539,681) 

44 ,931 

84,936) 
46,002) 

84 ,697 
139 ,292 

142,643 

N et Cash U sed 

by Operating Activities 59,056) 

Cash Flow s from Inv esting A ctivities : 
Purchase of Equ ipm en t 

Net Cash Used in Investing 
Activities 

Cash Flow s from Other Financing Activities : 
Amonnt Paid on Line of Credit 

Net Cash Used by Financing 

Activities 

5~094) 

5.094) 

( 12,60~) 

Net Decrease in Cash and Cash 

Equ ivalents ( 76,754) 

Cash and Cash Equ ivalents at 

Beginning of Year 

Cash and Cah Equ ivalents at 
End o f Y ear 

i18,36~ 

The accompanying notes are an integral part of these financial 
s ta tem en ts . 



Desire Narcotics Rehab ilitation Center , Inc . 

Notes To The Financial Statements 

Jun e 30 , 1 998 

N OTE 1 - SUM MARY OF SIGN IFICANT A CCOUNT ING POL ICIE S 

A . Organization 

B . 

The Center is a nonprofit comn~inity based organization 
created for the purpose of combating substance abuse in the 

Desire Community . The organization was incorporated in 
1970 . The Center's philosophy is : 

to imp lement a comprehensive program that 
con cen trates on th e treatm en t an d reh ab ilitation 

of the substance abuser, through focusing on 
assi~|ting the individual to develop new living 
patterns for coping w ith the forces contributing 

to hls/her usage, as well as, bringing about 
positive alteration of the community environm ent 
in which incidence of substance abuse along with 
its resultant problems thrives ." 

The Center" operates the following programs to accomplish its 

objective as noted above: 

The ~nfinity program provides counseling and 

rehabilitation to substance abusing pregnant women and 
their ch ildren . 

The Target Cities program p rov ides assistance 

Center in the area of adm inistrative costs to 
intake unit and to provide assistance getting 

to and from appointments at the Center . 

to th e 

run the 

patien ts 

The Drug Free program provides diagnostic , therapeu tic , 
and social support services to ex -addicts and potential 
addicts . The court liaison sub -phase provides advocacy 

through interfacing with the courts for clients, their 
fam ilies, and the commun ity . 

The Hom eless program prov ides comprehensive social and 
medical services for the homeless . The Center provides 
treatm ent and counseling to m eet the needs of homeless 
sub stan ce abu sers . 



Desire Narcotics Rehabilitation Center, Inc . 

Notes To The Financial Statements 

June 30, 1998 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT .) 

B . Programs (continued) 

The Chemotherapy program recruits addicts to assist in 

eliminating their heroin and/or morphine drug 
dependency and p rovides m ethadone m ain tenance . 

Comprehensive services are delivered to clients from 
program en try through treatm en t . 

The Aids Outreach and Ryan Wh ite programs provide for 
condom distribution , street and community ou treach , HIV 

prevention , counseling and testing . 

C . Basis of Accoun ting 

The accompanying financial statements have been prepared on 
the accrual b asis of accoun ting in accordance w ith gen erally 
accep ted accoun ting principles . Net assets , revenues, 
expenses, gains, and losses are classified based on the 

existence or absence of donor-lmposed restrictions . 
Accordingly , net assets of the organ ization and changes 
th erein are classified and reported as follow s : 

Unrestricted Net Assets - Net assets that are not subject to 
donor-lmposed stipu lations . 

Temporarily Restricted Net Assets - Net assets subject to 
donor-imposed stipulation that may or will be met, either by 

actions of the Center and~or the passage of time. When 
a restriction expires, temporarily restricted net 
assets are reclassified to unrestricted net assets and 
reported in the statemen t of activ ities as net assets 

released from restrictions . 

Perm anen tly Restricted Net 

donor-imposed stipulations 
restrictions do not expire 

Assets - Net assets subject to 
that must be maintained . These 
w ith the passage of time . 

Presen tly , all of the Cen ter's funds are considered 
unrestricted because they are on a reimbursement basis . 



Desire Narcotics Rehabilitation Center, Inc . 

Notes To The Financial Statements 

Jun e 30 ~ 1998 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT .) 

D . Prop erty and Equ ipm en t 

The Center's furniture and equipment are recorded at cost. 
Depreciation is compu ted annually over the estimated u seful 

life of the asset. All of the Center's fixed assets are 
being depreciated over a three yea~ period . 

E . T ax Ex emp t Statu s 

Desire Narcotics Rehabilitation Center is a nonprofit 
organization under Internal Revenue Code Section 501 (c)(3); 
therefore , no provision has been m ~de for federal or state 
incom e taxes ~ 

F . Cash Equ ivalents 

For purposes of the statem en t of cash flow s, th e Cen ter 
considers all unrestricted cash and other highly liqu id 
investments w ith initial maturities of three months or less 

to be cash equ ivalents. 

G . Estim ates 

The preparation of financial statements in conform ity w ith 
generally accepted accounting principles requ ires management 
to make estimates and assumptions that affect certain 
reported amounts and disclosures . Accordingly , actual 
amounts may differ from those estimates. 



D esire N arco tics R ehab ilita tion Cen ter , In c . 

Notes To The Financial Statements 

Jun e 30 , 1998 

Note 2 - ACCOUNTS RECEIVABLE 

The Center had the following amounts due from their grantors 
and con tractors at Jun e 30 , 1998 : 

Drug Free 
Target Cities 
Infinity 
Shelter Plus 

Chemotherapy 
H om eless 

A id s Ou treach 

Ryan Wh ite 

Total 

$ 82,713 
70 ,234 

68,991 

20,634 

7 ,896 
6 ,780 

6 ,135 

1 .475 

These amoun ts resu lt from gran t expenditures incurred which 
had not b een reimbursed at June 30, 1998 . 

NOTE 3 - FURN ITURE AND FIXTURES 

The Center's furniture and fixtures consist of the 
follow ing : 

Beginning 

~ ]anc~ 
Equipment and furnishings $103,548 
V eh ic les ._ _ 2 6 .151 

Total ~ 29,699 

Less : Accumulated 
Depreciation 

N et Fixed A ssets 

~ itions 
$ 5,094 

Ending 

$108,642 
26.15_! 

S134 .793 

(129.540) 

The depreciation expense totals $44,931 at June 30, 1998. 



Desire Narcotics Rehabilitation Center, Inc . 

N otes To The Financial Statem en ts 

Jun e 30 , ].998 

NOTE 4 - AD VANCES FROM OFFICERS 

The amo~nt due to officers represents advances made to the 
cen ter in the form of cash or unpaid salary amounts . These 
a~tounts are non interest bearing and are payable upon 

dem and . 

N OTE 5 - L IN E OF CRED IT 

Th e Cen ter has a line o f Credit w ith a local lend ing 

institution totaling approximately $250,000 bearing interest 
at a rate of 6 .75% payable on demand and secured by personal 
property of the Executive Director . 

NOTE 6 - RELATED PARTY TRAN SACTIONS 

The Execu tive D irector and the A ssistant Execu tiv e Director 
hav e con tributed financial support to the Center for several 

years . These amoun ts are reflected in advances from 

officers . The Executive Director has also pledged 
p ersonal assets to secure the line of credit estab lished by 

the Cen ter . 

NOTE 7 - CONT INGENCIES 

Amonnts received or receivable from grantor agencies are 

subject to audit and adjustment by grantor agencies, 
principally ~he Federal Government, the State of Louisiana 
and the City of New Orlean s ~ Any disallow ed claim s 

including amounts already collected , may constitute a 

liab ility of the applicable funds . The amount, if any , of 
expenditures wh ich may b e disallow ed by the grantor cannot 

be determined at this time although the Center expects 
such amounts, if any , to be immaterial . 



D esire Narcotics Rehab ilitation Cen ter , Inc . 

Notes To The Financial Statements 

NOTE 8 - GOING CON CERN 

June 30 , 1998 

The Cen ter has su ffered recurring significan t reductions in 
gran t revenues and has incurred a net deficiency in n et 
assets for the past three years . 

Management plans to secure additional funding which w ill 
help alleviate the financial hardship the agency is 

su ffering from , 

N OTE 9 - L IT IGAT ION 

The Center is still a party to litigation whereby the 
Cen ter 's op erating account was lev ied in error for 

approximately $43,000. The Center is in the process of 
a~Jserting their rights for return of their funds because the 
levy was illegal and inappropriate . The outcome of this 
litigation is unknown at June 30, 1998 . 

The Center is also seeking punitive damages for other costs 
incurred as a result of the above m en tioned levy . The 
ou tcom e and am oun t of this litigation is also unknown at 

this time . 

N OTE I0 - PR IOR PERIOD AD JU STMENT 

The prior period adjustment on the statement of activities 
reflects am oun ts loan ed to the Cen ter in 1992 by th e 

Executive Director, but never reflected in the audit report 

for that period . 

N OTE ii - ECONOM IC DEPENDENCE 

The Center receives eighty -six 

Federal and/or State grants or 

percent of its funding from 
con trac tual fund ing . 
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Malcolm M . niches. ('LP.A. (Deceased) 
Jack D. l)iellcs. C.P.A.* 

M M D  
M A I, C O I, M M . I) II~N E S A N D C O M P A N Y 

Ct.rlffietl Public Al'('OUlltanls 

n(m ald J. Iqm tcuberta. C.P.A 
John W . Theriol. C.I'.A. 

RF.I)ORT ON COM PI.IAN CE AN D INTERN AL CON TROl. OV ER FINAN CIA l, 
1~,I'3'ORTING BASEl) ON AN AUDIT OF IqNAN CIA I, STATI'~M I'~N TS I)ERFO RM ED 1N 
ACCORD AN CE W lTI 1 GO VERNM ENTA UDIT1NG STANDARDS 

Board of D irectors 
Desire N arcotics Rehabilitation Center, lne 
4116 O ld Genlilly Road 
N ew Orleans, Louisiana 70126 

W e Imve audited the financial statements of Desire Narcotics Relmbilitation Center (a non-profit 
organizalion) as of anti for the year ended June 30, 199g, and have issued our report thereon 
dated Septem ber 4, 1998. W e conducted our audit in accordance w ith generally accepted 
auditing standards and Ihe standards applicable to financial audits contained in Governmenl 
Auditing Standards, issued by tim Com ptroller General of the U nited States. 

A s part of obtaining reasonable assurance about whether Desire N arcotics I,',.chabilitation 
Center's financial statem ents are fi'ee of m aterial |nisstatem ent, we perform ed tests of com pliance 
w ilh certain provisions of laws, regulations, contracts, and grants, noncom pliance with which 
conld have a direct and m aterial effect on tim determ ination of financial statem ent am ounts, 

llowever, providing an opinion on compliance with those provisions was not an objcctive of our 
audit and, accordingly, we do not express such an opinion. The result of our test disclosed 
instances of noncom pliance Ihat are required to be rcpm ted under Government Auditing 
,gltmdards which are described in the accom panying schedt, le of findings and questioned costs as 
item s nun;bered #97-1 and #98-1. 

In plmm ing and perform ing our audit, we conside,'cd Desire Narcotics Rehabilitation Center's 
internal control over financial reporting in order to determ ine our auditing procedures for the 
f, urpose of expressing our opinion on the financial slatenrents and not to provide assurance on tim 
inlcm al control over financial reporting, llowever, we noted certain m atters involving the 
intern al control over financial reporting and its operation that we consider to be reportable 
conditions. Reportable conditions involve m atters com ing 1o our attention relating to significant 
deficiencies in the design or operation of the inlernal controls over financial reporting that, in our 

judgement, could adversely affect Desire Narcotics Rehabilitation Center's ability to record, 
process, sum m arize and report financial data consistent w ith the assertions of m anagem ent in the 
financial statem ents. These reportable conditions m e described in the accom panying schedule of 
findings and questioned costs as item s num bered # 97-1 and t19g-1. 
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A m aterial weakness is a condition in w hich the design or operation of one or m ore of the 
internal control com ponents does not reduce to a relatively low level, the risk that nlisstalem ent 
in am ounts lhat w ould be m aterial in relation to the financial slalernenis being audited m ay occur 
and not be detected w ithin a tim ely period by em ployees in the norm al course of perlbrm ing their 
assigned fimctions. O ur consideration of the inlerna[ control over financial reporting would not 
necessarily disclose all reportable conditions that are also considered 1o be m aterial weaknesses. 
I lowever, w e believe both of the reportable conditions described above are m aterial weaknesses. 

W e also noted other m ailers invovling the internal control over financial reporting, which we 
have reported to m anagem ent of Desire N arcotics in a separate letter dated Septem ber 4, 1998 

This report is inlendcd for the inform ation of m anagem ent, the board of directors, state and 
federal awarding agencies, pass-through entities and the Legislative Auditor of the State of 
Louisiana. I lowever, this report is a m atter of public record and its distribution is not lim ited 

M alcolm M . D ienes and Com pany 

Septem ber 4, 1998 



MMcohn M . I)ictlcs, C P.A. (Dccca'~cl 
Jack D. Dicnes, C.P.A.* 

M M D  
M A I, C O L M  M . I) IE N E S A N D C O M P A N Y 

l~?.crli fit'd Puhlic A Q'lnnltal~ls 

Donald J. Fonlcuherta, C.[',A 
Jt)hn W . ThcrioI. C,I'.A . 

P,I~I)OP, T ON COM PLIANCE W 1TI ] REQU1RFM ENTS APPI,ICAIH.E TO EACI 1 
M AJO R PF.O GRAM  AN D IN TERN AL CON TROL OVER COM I)LIAN CE 
1N A CCORDAN CI3 W ITII OM B CIRCULAR A-133 

To the Board of Directors of 
Desire N arcotics Rehabilitation Center, Inc 
4116 O ld Genlilly Road 
New Orleans, Louisiana 70126 

W e bare mldi/ed the com pliance of D esire N arcolics Rehabilitation Center, Inc.(a non-profit 
organization) with tim types of compliance requirements described in the U.S. Office of 
M anagement and Budget lOM B) Circular A-133 Complimlce Supplement that are applicable to 
each of its major fcderal programs for the year ended June 30, 1998. Desire Narcotics 
l(ehabilitation Ccnlcr's major federal programs are identified in the suummry of auditor's resulls 
section of the accom panying schedule of Iindings and questioned costs. Com pliance w ith the 
requirements of laws, regulations, contracts and grants applicable to each of its major federal 
program s is the responsibility of Desire Narcotics Rehabilitation Center's m anagement. Our 
responsibility is to express ao opinion on D esire N arcotics Rehabilitation Center's com pliance 
based on our audit. 

W e condncled our audit of com pliance in accordance w ith generally accepted auditing standards 
the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Com ptroller General of the U nited Slates; and OM B Circular A -133, Audits of States, 
l~ocal Governm ents, and N on-Profit Organizations. Those standards and O M B Circular A -133 
require that we plan aud perform the audit to obtain reasonable assurance about w hether 
noncom pliance w ith the types of com pliance requirem ents referred to above that could have a 
direct and material effect on a mgjor federal program occurred. An audil includes examining, on 
a lest basis, evidence about Desire N arcotics l;',ehabilitation's corupliance w ith those 
requirem ents and perform ing such other procedures as we considered necessary in lhe 
circum stances. W e believe that our audit provides a reasonable basis for our opinion. Our audit 
does not provide a legal determ ination on Desire Narcotics Rehabilitation's com pliance with 
Ihose requirem ents. 

In our opinion, except for the noncom pliance described in the schedule of findings aud 
questioned costs Desire N arcotics Rehabilitation Center, Inc. com plied, in all m aterial aspects, 

with the requirements referred to above that are applicable to each of its major federal programs 
for the year ended June 30, 1998. 



The m anagem ent of Desire N arcotics Rehabilitation Center is responsible for establishing and 
m aintaining effective internal control over eom pliaace w ith requirem ents of law s, regulations, 
contracts and grants applicable to federal l~rogram s. In planning and perform ing our audit, we 
considered Desire N arcotics P, chabililaiion Center's internal control over com pliance w ith 

reqtJiremcnts that could have a direct and material effect on a major federal program in order to 
determ ine our auditing procedures for the purpose of expressing our opinion on com pliance and 
to test and report on internal control over com pliance in accordance w ith OM B Circular A -133. 

W e noted certain m atters involving the internal control over com pliance and its operation that we 
consider to be reportable conditions. P, eportable conditions taw )lYe m atters com ing to our 
attention relating to significant deficiencies in the design or operation ofthc inlem al control over 

complimicc that in our judgement, cotdd adversely affect Desire N~lrcotics Itchabilit~ition 
Center's ability 1o administer a major lizderal program in accordance with applicable laws, 
regulations, contracts and grants. P, eportable conditions are described in the accom panying 
schedule of findings and qttestioned costs as item s num bered #97-land #98-1. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the 
intern al control com ponctlts does not reduce to a relatively low level, the risk that noncom pliance 
w ith applicable requirem ents of law s, regulations, contracts and grants that w ould be m aterial in 

relation to a tnaior federal program being audited may occur and not be detected within a timely 
period by em ployees in the norm al course of perform ing their assigned fim ctions. O ttr 
consideration of the internal control struclurc over com pliance wolild not necessarily disclose all 
m atters in the illk.'m al conlrol structtae that m ight be reF )r(~ll)lc cox~ditions aad, accordingly, 
wotdd not necessarily disclose all reportable conditions that are also considered to be m aterial 
w eaknesses, llowever, w e believe both of the reportable conditions described above is a m aterial 
w eakness. 

W E also noted other m atters involving the internal cotltrol over financial reporting, which we 
have reported to m anagem ent of Desire N arcotics in a separate letter dated Septem ber 4, 1998 

This report is intended for the inform ation of nlanagem ent, the board of directors, slate and 
federal aw~irding agencies, pass-through entities and the Legislative A uditor of the State of 
I,ouisiana. llow ever, this report is a m atter of public record and its distribution is not lim ited 

Malcolm M. I)i~s and 

SeptEm ber 4, 1998 

Com pany 



Desire Narcotics Rehabilitation Center, Inc . 

Schedule Of Federal Expenditures of Federal Awards 

For Th e Year Ended June 30, 1998 

Federal Grantor/Pass-Through Grantor/ 
Program Title 

U .S . Department of Health and Human 
Services, Substance Abuse and Mental 
Health-Natlonal Institute on Drug Abuse 

Passed through F~om the State Department 
of Htm han Services, Division of Alcohol 
and Drug Abuse 

Cooperative Agreements for Drug Abuse 

Treatment Improvement Projects in 
Target cities (Target Cities) 

Total U .S. Department of Health and Human 
Services, Substance Abuse and Mental 
Health-National Institute on Drug Abuse 

U .S . Department of! Health Resources and 
Services Administration 

Passed through the State of Louisiana 
Department of Health and Hospitals 
Office of Public Health 

HIV Emergency Relief Formula Grants (A) 
(Aids Outreach) 

Passed through the City of New Orleans 
Mayor's Office of Health Policy 

RIV Emergency Relief Project Grants (BI 
(Ryan White) 

Passed through the City of New Orleans 
Office of P1~ llc Health 

Federal 

CFDA 

~iu3~b_@E E~/~endi~ iEg~  

93.196 $ 257,703 

93.915 70,664 

93.914 26,353 

Health Center Grants for Homeless Populations 
(Homless) 93.151 37.49~  

Total U .S . Department of Health Resource 
and Services Adm inistration 

The accompanying notes are an integral part of these financial statements 



D esire N arcotics Rehabilitation Center , Inc . 

Schedule of Federal Expenditures 

For The Year Ended June 30 , 1998 

Federal Grantor/Pass-through Grantor/ 
Program Title 

U .S . Department of Centers for Disease Control 

Passed through the City of New Orleans 
Office of Public Health-Inflnity Network 

Federal 
CFDA 

~  ExDen41turQ~ 

Demonstration Grants to States for Community 

Scholoarshlps (Infinity) 93,931 $ 232.098 

Total U .S , Department of Centers for 
Disease Control 

Total Federal Financial Expenditures 

232~  

The accompanying notes ~re an integral part of these financial statements . 



Desire N arcotics Rehabilitation Center, Inc. 

Schedule of Findings 

For The Y ear Ended June 30, 1998 

Section 1 - Sununavy of A uditor's R esults 

Financial Statements 

Type nf auditor's report issued: U nqualified 

Internal eonlrol over financial reporting 

M aterial w eaknesses identified? X _  yes __  no 

Reportable condition(s) identified 
that are not considered to be 
m aterial weaknesses? yes _ ._X~  none reported 

N oncom pliance m aterial to financial 
statements noted? YL_ yes 

Federal A ward~ 

Internal control over major programs 

OO 

M aterial weaknesses identified? X yes __  no 

Reportable condition(s) identified 
that are not considered to be 
m aterial weaknesses? yes _ _ .~___  none reported 

Type ofaudilor's report issued on compliance for major programs: Qualified 

Any audit findings disclosed that are 
required to be reported in accordance 

with section 510(a) of Circular A- 13 3? ~  yes 



D esire N arcotics R ehabilitation C enter, Inc. 

Schedule O f Findings 

For Tile V ear Ended June 30, 1998 

Section I - SmnmalT of Auditor's Results (continued) 

lden|ification of major programs 

CI)YAN  Jun~_~ t .(~  
93.196 

93.915 

Cooperative A greem ents for l)rug Abuse Treatnaent 

hnprovement Projects in Target Cities 
(Targe| Cities) 

I tlV Emergency Relief Formula Grants (A) 
(Aids Outreach) 

Dollar threshold used to distinguish 

between type A and type B programs: $ 300,_000 

Audilee qualified as low-risk auditce? yes ~  11o 

Section II and 111 - Finanei-'d and Federal Award Findings and Questioned Cnsts 

#97-11 Payroll lax liabilities - Unresolved Finding From 1997 

Condilion: D uring tile course of our testing we noted |hat when tile Center prepared payrol 
m annally, the payroll was not being called into the payroll processing service for 
inclusion on the quarterly payroll tax returns. This condition continued inlo 1998. 

Cause: This condition is caused by oversight on the Center's part. 

Effect: This condition has the effect of understating gross salaries and w ilhholding am ounts on 
the ('enler's quarterly payroll lax form s and W -2's. 

Crileria: Federal law requires that the quarterly tax relurns and W -2's be accurately prepared and 
the w ithholding taxes rem itted in accordance w ith statute. 

Recom m endation: W e recom m end that the Center am end lhe quarterly returns and W -2's 
affected by those periods in which m anual payroll was prepared. 



D esire Narcotics Rehabilitation Center, lnc 

Schedule O f Findings 

For The Year Ended June 30, 1998 

Section 11 and !I1 - Financial and Fedcral Award Findings and Qucstioncd Cnsts 

#98-I Federal Financial R elm lm rsenlent 

Condition: l)uring the course of testing cash, we noted that payroll checks for M arch, April, 
M ay and June of 1998 w ere being held. The checks for June and M ay of 1998 had not 
been reimbursed as of June 30, 1998; however m ost of the grant reim bursements for 
April and all of the reimbursem ents for M arch had been received by the Center at June 3 
1998. Due to the Center processing checks for reim bursem enl prior to actual paym ent 
being m ade, the Center is in noncom pliance w ith the reim bursem ent language in their 

grants and Office of M anagement and Budget (OM B) Circular A-102. 

Criteria: Office of M anagement and Budget (OM B) Circular A-102 (the Common Rule) requires 
that all costs be paid prior to reim bursem ent of the federal fimds. 

Cause: This condition is caused by the lack of the Center's ability to secure advances on the 
various grants, as well as, the unw illingness of State and local grantors to fund indirect 
costs as a part of the grant budget and inconsistant reim bursem ent practices of their 
granlors. 

Effect: This condition has the effect of causing the Center to be in noncom pliance with OM B 
Circular A-102 and their grant contracts. 

Recom m endation: W e recom m end that advances be secured on all grants. W e filrlher 
recom m end that all grants should contain indirect cost reim bursem ents as allowed by tile 
federal governm ent. In the absence ofeither of these recom m endations costs should be 
cut, if possible, to com pensate for the lack of indirect cost reim bursem ents and advances. 



Desire Narcolics Rchahilita|ioll Center, Inc. 

M anagem cnt's Corrective Action Plan 

For Tile Y ear Ended June 30, 1998 

Section I - Internal Control and Com pliance M aterial to the Financial Statem cnls 

#97-1 As previously discussed, m anagem ent o f Desire N arcotics l(ehabilitation Center 
Inc. recognized this payahle and am ended the quarterly payroll taxes and W -2's 
for 1997, tile rem aining was a rim over from tl~e prior year and we are in tile 
process of correcting the 1st quarter of 98. 

#98-1 Federal financial reim bursem ent - The lack of obtaining indirect costs by grantors 
has assisted in tile crcati,.)n of the financial dilem m a. W e w ill m ake all efforts in 
collecting these fim ds in the fi~turc. Desire N arcotics Rehabilitation Center, Inc. 
works on a cost incurred basis. O nce all funds are secured, the debt w ill be 
reduced substantially. 

I]nclear transactions - These transactions are tile result of the financial problem s 
the agency suffers, untim ely paym ent of vouchers, inability to obtain indirect cost 

as required by federal guidelines, Attachment C, subpart 1-15.2, FPI( (41 CFR 
1.15.2) Executive order 12372, OM I/Circular A-122, no advances for some 
contracts and inconsistency of reim bursem ent by grantors. 

Section 11 - Internal Control and Com pliance M alerial To Fcdcr:d Aw ards 

1197-1 A s previously discussed, m anagenlent of l)esire Narcotics Rehal)ilitation Ccntcr 
Inc. recognized this payable and am ended the quarterly payroll taxes and W -2's 
for 1997, the rem aining was a rtm over from the prior year and we are in the 
process of correcting the 1 st quarter of 98. 

1198-1 Federal financial reim bursem enl - The lack ofobtaiuing indirect costs by grantors 
has assisted in the creation of the financial dilem m a. W e w ill m ake all efforts in 
collecting these funds in the future. Desire N arcotics Rehabilitation Center, lnc. 
works on a cost incurred basis. Once all funds are secured, tile debt will be 
reduced substantially. 

U nclear transactions - These h'ansactious arc Ihe result of tile financial problem s 
the agency suffers, untim ely paym ent of vouchers, inability to obtain iudircct cost 
as required by federal guidelines, Attachment C, subpart 1-15.2, FI'R (41 CFR 
1.15.2) Executive order 12372, OM B Circular A-122, no advances for some 
contracts and inconsistency of reim bursem ent by grantors. 
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O |]1~2~T I O N E I) C O ST S 

D esire N arcotics Rehabilitation Center 

For the yea~ ended June 30, 1998 

Seellon 1 - Internal C ontrol and C om pliance M aterial to the C, entcr's Financial Statem ents 

9% I Payroll 'lax i.iabilities - As previously discussed, m anagement of D esire Narcotics 
Rehabililation recognized this payable and am ended the quarteHy payroll taxes and W -2's 
lot 1997, the rem aining current liabilities w ere a run over from the prior year and we arc 
in the process of correcting the first quarter of 1998. 

97-2 "/'im cly Subm ission o/'Audit Report- Cornment resolved in 1998 

Section II - Internal C ontrol and Com pliance M aterial to Federal A w ards 

97-1 P~yroll Tax Liabilities - See Section 1 

97-2 Tim ely subm issitm of A udit Report - See Section I 

Section 111 - M anagem ent Lelier 

Coati act Com pliance - The Center is in the process of revising its proccdura! m anual :far 
the lnfinily program to match the City's (pass - through entity) guidelines. 

Conlribuled Professional Serviec~ - The Cente; lind ~ot im plem cntcd this suggestion as 
of June 30, 1998; but w e w ill begin tiffs practice im m ediately. 

Fedcral Financial Reim bursem ent - The Center still has ibis problem in the cunent year. 
W e w ill attem pt to alleviate fllcsc practices o.nce funds m c secured for all ~xpe~ditures to 
in clude indirect costs. 

General Operation Budget M onitoring - The Center still has this problem also, we are 
at|eru pting |o alleviate these practice once lhnds are secured for all expenditures. 



Malcolm M . I)ielles, C.P.A. (Deceased 
Jack D I)icncs. C.I).A.* 

M M D  
M A I,C O I, M  M . I) IE N E S A N D C O M P A N Y 

Cvl lifted I'llblic Aet'otlnlallls 

Septem ber 4, 1998 

q'o the Senior M anagem ent 
and Tim Board of D irectors of 
l)esire N arcolics Rehabilitation Center, hm 
4116 O ld G entilly l~.oad 
N ew Orleans, LA 70126 

I){mald J. Fonlt:ul)e[la, C.P.A 
Jt)hn W , Thcriol, CA).A. 

]n planning and performing our audit of the financial .~tatem ents of l)esire N arcotics 
l~.clmbililalion Center for the year ended June 30, i998, we considered the Center's internal 
control to plan our auditing procedures for the purpose of expressing onr opinion on the financial 
statem ents and not lo provide assurance on internal control. 

I lowever, during our audit, we noted certain m atters involving internal control and other 
npcrational mailers thal are presented for your consideration. (W e previously reporled on lhe 
Center's internat control ia our report dated September 4, 1998.) This letter does not affect our 
report dated Seplem ber 4, 1998, on the financial statem ents of Desire N arcotics Rehabilitation 
Center. 

W e w ill rcview the slatus offlm se colnnlenIs during otlr next audit engagelnent. Our com m ents 
and recom m endations, all of w hich have been discussed w ith appropriate m em bers of 
nm nagcm enl, are inlended to im prove the internal control structure or result in other operating 
efficicncics. W e w ill be pleased to discuss these com m ents in filrlher detail at your convenience, 
to perform any additional study of these m atters, or to assist you in im plem enting the 
recom m endations. O ur com m ents are snm nm rized as follows: 

U nresolved from  1997 A udit 

Contribnled Professional Services 

W c ~*oted during our tcstiug that tile Centcr does not keep records of the am ouut of donated 

prnfcssional services (i.e. services that the center would have paid for had the person(s) not 
vohm tccrcd and the person pcrfnm fing the service possesses the ability to provide the 

professional services.) W e recommend that the Center establish procedures to record the 
donation of professional services. 

M anagem ent's Com m ents: 
The agency w ill begin this practice im m ediately 

301 M a[~a~ilLc Sl, 2lid Fh~ol, New ()tk'ans, LA 70130 ' (511,1) 588-9288 * 
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2. G eneral O peration Budget M oniloring 

W e noted during om lesting that tile Cenler does nol have a budget for tile operational expenses 
of the Cenler. This condition results in overspending in the area of general operations

. This 
practice also results ill excessive outstanding and I)el(l checks on a nlonlhly hasis

, as w ell as, at 
year end. W e recom m end ttlat the Center adopt and m onitor the expenses flow ing through the 
general operations fund, obtain reim bu,'sem ent from lhe various program s for indirect costs and 

adjust spending habits accordingly. 

M anagem ent's Com m ents: 
W e will altem pl to alleviate these practices once fim ds are secured for all expenditures lo include 
indirect costs. 

Additional M anagem ent Com m ents from  1998 

W e noted during our testing of cost reports on Ihe Aids Outreach program that approxim ately 

$60 of h'avel costs were unsupported by underlying invoices. This error projects out 1o a one 
percent error rate which equates to likely questioned costs of $674. 

M anagenaenl's Cmnm ents: Unsupporled costs - Unsnpporled cost of $60.00 resulted becanse a 
check was written tw ice w ilh one not being voided. W e w ill m ake every effort lo ensure lhat this 
pracliee is slopped at once. 

4. Physical Inventory 

W e recom m end lhal you lake a physical inventory of all assets in 1998 to ensu,'e thal all item s 
recorded are still in existence and are nol obsolete. 

M anagem ent's Com m enls: A physical inventory will be conducted during the current fiscal year 
for fin-lher delerm ination. 

W e w ish to thank tile Controller and her departm ent for lheir SUl)port and assistance during our 
audit. 

This report is intended solely for the inform ation and use of the Board of l)irectors, m anagem ent
, 

and others w ithin tile center. 

Septem ber 4, 1998 


