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N D EPEN D EN T AIJD ITOR 'S REPORT O N TH E FIN A N CIAL STATEM EN TS 

To the Board of D irectors 
Crossroads Louisiana, Inc 
New Orleans, Louisiana 

W e have audited the consolidated statem ents of financial position of Crossroads 
Louisiana, Inc. (a nonprofit organization) as of June 30, 1998 and 1997 and the related 
consolidated statem ents of activities, consolidated statem ents of cash flow s and consolidated 
statem ents of functional expenses for the years ended June 30, 1998 and 1997. These financial 
statem ents are the responsibility of the Organization's m anagem ent. O ur responsibility is to 
express an opinion on these financial statem ents based on our audits. 

W e conducted our audits in accordance with generally accepted  auditing standards and 
, issued  by the Com ptroller General of the U nited States 

Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of m aterial m isstatem ent. An audit includes 
exam ining, on a test basis, evidence supporting the am ounts and disclosures in the financial 
statem ents. A n audit also includes assessing the accounting principles used  and significant 
estim ates m ade by m anagem ent, as well as evaluating the overall financial statem ent 
presentation. W e believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial 
respe cts, the financial position of Crossroads Louisiana, Inc. as of June 30, 1998 and 1997 and 
the changes in its net assets and its cash flow s for the years then ended in conform ity with 
generally accepted  accounting principles. 

In accordance  with Government Auditing Standard ss, we have also issued a report dated 
D ecem ber 15, 1998 on our consideration of Crossroads Louisiana, Inc.'s internal control 
structure and its com pliance with law s and regulations. 

December 15, 1998 
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LIA BILITIES A N D N ET A SSETS 

CU RREN T LIABILITIES 
A ccounts payable, trade 
A ccrued expenses: 

Salaries and payroll taxes 
Pension Plan 
O ther 

N ote payable - current 
N otes payable - current m aturities 
D am age claim  payable - current m aturities 

Total current liabilities 

LON G -TERM  D EBT , less current m aturities 
N otes payable 
D eferred com pensation 
D eferred severance pay 
D am age claim payable 

N ET A SSETS 
U nrestricted 

Total net assets 

-2- 

1998 

$ 44,869 

56,541 
25,550 
10,837 
1,107 
17,242 
15,600 

$171,746 

$ 26,852 
210,475 
30,000 
27,420 

$294,747 

$425,363 

$425,363 

1997 

$ 39,270 

55,107 
62,822 
7,746 
2,173 

15.600 

$1_82,718 

$ -- 
177,681 
21,392 
40,244 

$239.317 

$588,796 

$388,796 



CROSSROADS LOUISIANA , INC . 
(A NONPROFIT ORGANIZATION) 

CON SOLIDATED STATEM ENTS OF ACTIVITIES 
Y ear Ended June 30, 1998 and 1997 

U N RESTRICTED N ET A SSETS 

Revenues, gains and support 

Public support, governm ent: 
Fees 

O ther incom e: 
R ents 

Investment income (losses) and other 
Total revenues, gains and support 
unrestricted 

Expenses: 
Program  services 

O livier Street Program 
A rts Street Program 
State Street Program 
Toledano Street Program 
Tim berw ood Street Program 
N unez Street Program  
RH S 
H ancock Street / Cher-Ami 

Total program services 

Supporting serv ices 
M anagem ent and general 

Total expe nses 

Increase in unrestricted net assets 

N et assets, beginning of year 

N et assets, end of year 

1998 1997 _ 

$1,850,080 $1,867,022 

95,112 
(47.889.) 

105,089 
7,33~ 

$1.897.303 $!,979.45~ 

$ 105,423 
99,290 
336,620 
224,978 
100,394 
303,245 
79,941 
280.037 

$1,529,928 

$ 330.808 

$1.860.73~ 

$ 36,567 

388.796 

$ 425~363 

The N otes to Financial Statem ents are an integral part of these statem ents 

-3- 

$ 103,200 
91,908 
322,647 
216,562 
96,613 
293,664 
58,166 
297.489 

$1~480,249 

$ 354.105 

$1,834.354 

$ 145,096 

243,700 

$
_ _388,796 



CROSSROAD S LOUISIANA , INC . 
(A NONPROFIT ORGANIZATION) 

CON SOLIDA TED STATEM EN TS OF CA SH FLO W S 
Y ears Ended June 30, 1998 and 1997 

CASH FLOW S FROM  OPERA TING ACTIVITIES 
Changes in net assets 

Adjustments to reconcile net cash provided 
(used) by operating activities: 

D eferred  com pensation and severance 
pay plans 

D epreciation and am ortization 
U nrealized loss on investm ents 

(Increase) decrease in accounts receivable trade 
(Increase) decrease in other receivables and 

advances 

(Increase) decrease in prepaid expenses 
(Increase) decrease in deposits 
Increase (decrease) in accounts payable, trade 
Increase (decrease) in accrued expenses 
Increase (decrease) in damage claims payable 

N et cash provided by operating activities 

CA SH FLO W S FR OM  IN VESTIN G A CTIVITIES 
Purchases of prope rty and equipm ent 

Purchases (sales) of investments, net 
Purchase of licenses to operate 

N et cash used by investing activities 

(CONTINUED) 
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1998 !997 _ 

$ 36,567 $145,096 

41,402 
34,633 
49,417 
27,412 

(4,451) 
6,008 

5,599 
(32,747) 
(12,824) 

$151.016 

$ (71,287) 
19,085 
(3.215) 

52,306 
33,731 

2,649 

(19,352) 
(3,479) 

(51) 
(13,788) 
9,656 

A~!2,1~_l) 

$194.637 

$ (60,225) 
(54,061) 

._ _(!1,25A~_) 

$ (55.417) $(125,544) 



CROSSROAD S LOUISIAN A, INC. 
(A NONPROFIT ORGANIZATION) 

CO N SOLID A TED STATEM EN TS OF CA SH FLOW S 
(CONTINUED) 

Years Ended June 30, 1998 and 1997 

CA SH  FLOW S FROM  FIN AN CIN G A CTIVITIES 
Proceeds from long-term borrow ings 
Paym ents on long-term borrow ings 

Net cash provided by (used in) 
financing activities 

Net increase (decrease) in cash and 
cash equivalents 

C ash and cash equivalent, beginning of year 

Cash and cash equivalent, end of year 

SU PPLEM ENT D ISCLOSU RES OF CASH INFORM ATION 
CA SH PA YM EN TS FOR : 
Interest 

1998 1997 

$ 53,879 
(10,851) (4.508) 

$ 43,028 $ (4.508) 

$138,627 

218.023 

$ 64,585 

153,438 

The N otes to Financial Statem ents are an integral part of these financial statem ents 
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Proeram Services 
N unez 
Street 
Program 

H ancock 
Street 

Program 

$135,323 $117,497 

7,636 
6,766 
10,811 

20,664 
7,841 
5,680 

279 
21 

1,509 
1,163 
17,400 
5,501 
4,847 
14,632 
59,442 
2,934 
796 

6,223 
5,875 
9,402 

21,068 
4,679 
8,523 

1,727 
250 
209 

15,900 
3,832 
4,042 
21,954 
54,390 
3,533 

933 

RH S 
Program 

$ 62,909 

4,054 
3,145 
5,038 

148 
4 

35 
272 
206 

2,194 
671 
150 
579 

_  536 

Program 
Totals 

$ 733,605 

40,678 
36,680 
58,64 6 

Supporting 
Services 

M anagem ent 
& General 

Grand 
Total S 

$160,424 $ 894,029 

5 
8 
11 
46 

790 
021 
670 
854 

83,416 -- 
31,975 2,656 
43,191 -- 

9,021 
3,811 
5,619 
6,072 
94,729 
31,124 
21,701 
73,921 
224,233 
25,858 
5,648 

905 
379 
215 
187 

10,465 
551 

2,244 
25,320 
48,606 
2,340 
4,181 

46,468 
44,701 
70,316 
46,854 
83,416 
34,631 
43,191 

9,926 
4,190 
5,834 
6,259 

105,194 
31,675 
23,945 
99,241 
272,839 
28,198 
9,829 
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Prog ram Serv ices 
Nunez H ancock 
Street Street 

proaram Proqram RHS 

$127,842 $108,668 

218 
6 ,392 

14 ,932 

2 1 ,374 
5 ,746 
5 ,608 

1 ,681 
5 ,434 

13 ,467 

21 ,374 
2 ,182 
7 ,514 

$ 45,483 

2 ,274 
5 ,504 

148 

35 

1 ,873 
2 ,227 

36 
202 
384 

Supporting 
Services 

Program Management Grand 
Totals & General Totals 

$ 678,982 $181,906 860,888 

2 ,839 
33 ,949 
79 ,176 

84 ,511 
26 ,282 
40 ,304 

8 

139 
924 
934 
218 
629 

32 ,108 
65 ,842 
34 ,921 

241 ,100 
39 ,987 
5 ,404 

1 
5 

238 
095 
369 
306 

7 ,449 

83 
487 
211 

10 ,465 

606 
2 ,724 

14 ,945 
44 ,310 
5 ,843 
4 ,068 

8 
43 
93 
52 
84 
33 
40 

077 
044 
545 
306 
511 
731 
304 

32 ,714 
68 ,566 
49 ,866 

285 ,410 
45 ,830 
9 ,472 

$293 664 $297,489 $ 58,166 $i,4801249 $354 105 $1,834,354 

- 7- 



N ote 1 

CROSSROADS LOUISIAN A , INC. 
(A NONPROFIT ORGANIZATION) 

N OTES TO FIN AN CIAL STATEM ENTS 
JU N E 30, 1998 A N D  1997 

Crossroads Louisiana, Inc. is a nonprofit corporation which provides residential 
treatment services for the psychologically handicapped in the New Orleans area 
and is substantially funded by the State of Louisiana. 

l~inancial Statem ent Presentation 

The Organization has adopted Statem ent of Financial Accounting Standards 
(SFAS) No. 117, .Financial Statements of Not-for-Profit Organization__s. Under 
SFA S N o. 117, the Organization is required to report inform ation regarding its 
financial position and activities according to three classes of net assets; 
unrestricted net assets, temporarily restricted net assets, and perm anently 
restricted net assets. In addition, the O rganization is required to present a 
statement of cash flows. As perm itted by this new Statement, the Organization 
has discontinued its use of fund accounting for external reporting and has, 
accordingly, reclassified its financial statem ents to present the three classes of 

net assets required. 

At present, all of the Organizations funds are included in the Unrestricted 
category. Should the Organization receive funds that are donor restricted or 
should the Board of D irectors decide to m ake som e funds restricted, they would 
be classified as required by the new Statem ent. 

t"nn~nlidaled Financial Statem ents 

Following the guidance of Statem ent of Position 94-3, the financial statem ent 
include the accounts of the Organization and the accounts of Cher-Am i H om es 
of Gretna, LA ., Inc. The Organization obtained control of the Cher-Am i H om e 
early in the 1996 fiscal year and has assum ed control of its operations. All 
significant intercompany transactions and accounts are elim inated in 
consolidation. In the Statem ent of Functional Expenses, the operations of Cher- 
A m i H om es are labeled H ancock Street. 

-8- 



N ote 1 

CROSSROADS LOUISIANA, INC. 
(A NONPROFIT ORGANIZATION) 

N O TES TO FIN A N CIAL STATEM EN TS 
JUN E 30, 1998 A N D 1997 

(Continued) 

Equipment and improvements are car ried at cost. Depreciation is computed 
using the straight-line m ethod. W hen assets are retired or otherwise disposed 
of, the cost and related accum ulated  depreciation are rem oved from the 
accounts, and any resulting gain or loss is reflected in incom e for the period. 
The cost of maintenance and repairs is charged  to income as incurred; 
significant renew als and betterm ents are capitalized. The fair value of donated 
property is sim ilarly capitalized. 

Investm ents 

The Organization carries investm ents in m arketable securities with readily 
determ inable fair values and all investments in debt securities at their fair values 
in the statem ent of financial position. U nrealized gains and losses are included 
in the change in net assets in the accompanying statem ent of activities. 

Revenues 

M ost of the programs are reimbursed  on a per diem rate based on costs and 
budgets reviewed  annually by the State of Louisiana. 

Som e program s are funded by the State on a m onthly basis as expenses are 
incurred. H owever, expe nse categories ar e cappe d by an approved budget. 

At the conclusion of a grant aw ard period, the Organization is liable to the State 
granting agency for the excess of program revenues over allowable costs on old 
grants funded  in advance. Such am ounts, if any, m ay be encum bered for 
allow able program  costs in the next succeeding pe riod or returned to the 
granting agency, at the option of such agency. 

Som e funding is also derived from reimbursement charges to clients, who have 
the ability to pay for services rendered and from solicitations of public 
contributions. 

-9- 



N ote 1 

CROSSROAD S LOUISIANA, INC . 
(A NONPROFIT ORGANIZATION) 

N OTES TO FINAN CIAL STATEM ENTS 
JU N E 30, 1998 A N D 1997 

(Continued) 

The organization has a non-contributory defined contribution retirement plan 
covering substantially all of its employees. The organization's policy is to fund 
the retirem ent cost accrued on a current basis. 

Allocated Expenses 

Expenses by function have been allocated am ong program and supporting 
services classifications based  on State of Louisiana Rate Setting classifications 
Shared expenses are allocated am ong program s based on portion of direct 
expenses by program to total expenses. 

Estim ates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires m anagem ent to m ake estim ates and assum ptions 
that affect certain reported am ounts and disclosures. A ccordingly, actual results 
could differ from those estim ates. 

A llow ance For D oubtful A ccounts 

Since all accounts receivables, trade are due from governm ental agencies, no 
allow ance for doubtful accounts is considered necessary. Any billing 

adjustments needed are made in the year determined. Any refunds of over 
billing or cost adjustments due are netted  against the accounts receivable 
account. At June 30, 1998, approximately $84,000 of "Extraordinary Cost 
Overbillings" have been netted against accounts receivable. 

- 10- 



N ote 1 

CROSSROADS LOUISIANA, INC. 
(A NONPROFIT ORGANIZATION) 

N OTES TO FIN AN CIAL STATEM ENTS 
JUN E 30, 1998 AN D 1997 

(Continued) 

Cash and cash equivalents consist prim arily of operating funds m aintained in 
checking and operating accounts. A ny investments in m oney m arket accounts, 
certificates of deposit or other investments and m aturities of three m onths or 
less w ould also be considered cash and cash equivalents. Investments of longer 
term s w ould be classified as Investm ents. 

N ote 2. D 0e from O fficer 

N ote 3 

The am ount due from officer represents an unsecured advance to an officer. No 
interest paym ents are required. 

Prope rty and equipment consist of the following 

1998 

Leasehold improvements $218,770 
Equipm ent and furniture 
and fixtures 173,643 

Vehicles 56.880 

$449,293 

1997 

D epreciation/ 
A m ortization- 
A nnual Rates 

$211,602 5-20 percent 

174,763 20 pe rcent 
20 percent 

Depreciation and amortization expe nse charged to income was $34,633 for 1998 
and $33,721 for 1997. 
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N ote 4 

CROSSROADS LOUISIANA , INC . 
(A NONPROFIT ORGANIZATION) 

N OTES TO FIN AN CIAL STATEM ENTS 
JU N E 30, 1998 A N D  1997 

The Organization's investments at June 30, 1998 and 1997 consist of shares of 
various m utual funds. The investm ents are being held prim arily to fund the 
obligations due on the deferred compensation plan and the severance plan 
obligation. 

1998 
M utufl Funds 

1997 
M utuM Funds 

Cost M arket 
U nrealized 
G ain (Loss) 

Investm ent incom e for 1998 is sum m arized as follow s 

D ividend incom e, fees 

Realized gains and (losses), net 
Unrealized gain and (losses), net 

- 12- 

$ 2,385 
(1,333) 
(49,417) 



CROSSROADS LOUISIANA, INC. 
(A NONPROFIT ORGANIZATION) 

N O TES TO FIN AN CIAL STATEM EN TS 
JU N E 30, 1998 A N D  1997 

N ote 5. Lone-Term D ebt and Current M aturities 

Long-term debt and current maturities consisted of the following at June 30, 1998 

Current Long-Term 

N ote payable finance company, dated 9/1/97, 
in the original amount of $7,371 and payable 
in 36 m onthly payments of $249. Note bears 
interest at 13% and is secured by equipment. $ 2,365 $ 3,403 

Note payable bank, dated 9/11/97, in the 
original amount of $25,054 and payable in 36 
m onthly payments of $805. Note bears interest 
at 9.73% and is secured. 8,126 11,330 

N ote payable to bank, dated  12/15/97, in the 
original amount of $21,453 and payable in 36 
m onthly paym ents of $700. Note bears interest 
at 10.8% and is secured. 

Totals 

6,751 12,119 

$ 17.242 $ 26,852 

Interest expense on all notes amounted to $2,637 for 1998 and $419 for 1997 

The aggregate long-term debt m aturity during the next five years is as follow s 

1999 

2000 
2~ 1 
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$ 19,872 
6.980 

$ 28,852 



N ote 6. Leases 

CROSSROAD S LOUISIANA , INC. 
(A NONPROFIT ORGANIZATION) 

N OTES TO FIN AN CIAL STATEM ENTS 
JU N E 30, 1998 AN D 1997 

The Organization leases its administrative and residential facilities under various 
lease agreem ents. 

The Cleary Street adm inistrative office is leased from an officer of the 
Organization. The lease is executed on a year-to-year basis and payment is based 
on actual interest, real estate taxes, depreciation and repairs in accordance with 
State of Louisiana Rate Setting Adm inistration requirem ents. Total lease expense 
for the prope rty was $3,000 for each of the years 1998 and 1997. 

The Olivier Street facility is leased from an officer of the Organization. This lease 
is executed on a year-to-year basis and paym ent is based on fair m arket value. 
Total lease expense for the property totaled $22,394 for each of the years 1998 and 
1997. One third of the facility is used for adm inistration and the other two thirds 
as a residential facility. 

The Nunez Street facility is leased from an officer of the Organization for $1,200 
pe r m onth. 

The Solon Street residential facility was leased for $1,350 per month beginning in 
O ctober, 1995 and ending in D ecem ber, 1996. 

The H ancock Street residential facility is leased from an officer of the Organization 

on a m onthly basis for $1,200 per month. 

The State Street residential facility is leased  for a six year term com mencing 
August 1, 1991 and ending July 31, 1997. The monthly payment is adjusted 
annually for inflation and certain cost increases. The current payment is $675 per 
m onth. 

(Continued) 
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N ote 6 

CROSSROADS LOUISIANA , INC. 
(A NONPROFIT ORGANIZATION) 

N OTES TO FIN AN CIAL STATEM EN TS 
JU N E 30, 1998 A N D 1997 

The Toledano Street residential facility is leased for a three year term com m encing 
September 1, 1995 and ending August 31, 1998. The monthly payment is $1,125. 

The facility on Timberwood is leased from an officer of the Organization for $700 
per m onth. 

The Arts Street residential facility is leased at a monthly rental of $750 

The State Street, N unez and Toledano and H ancock facilities rent vans w hich are 
owned by an officer of the Organization for $500 per month. Total van rentals for 
the year totaled $12,000 for 1998 and $24,425 for 1997. 

Rental expe nse for all facility leases totalled $105,194 and $100,094 for the years 
ended June 30, 1998 and 1997. 

The following is a schedule of the future m inim um lease paym ents for long-term 
lease contracts and assum ing that all the leases are extended to June 30, 2000. 

Year Ending June 30~ 

1999 
2000 

- 15- 

$ 87,944 
87,944 

$175.888 



CROSSROADS LOUISIANA, INC. 
(A NONPROFIT ORGANIZATION) 

N OTES TO FINAN CIAL STATEM ENTS 
JU N E 30, 1998 AN D 1997 

N ote 7. Retirem ent Plan 

N ote 8 

N ote 9 

The Organization has a non-contributory defined contribution retirem ent plan 
w hich covers substantially all of its em ployees. 

Contributions to the defined contribution retirem ent plan are determ ined at the 
discretion of the Organization's Board of D irectors. Contributions were 
determ ined to be 5% of each employee's compensation for the years ended June 
30, 1998 and 1997. The expense totaled $44,701 and $43,044 for the years 1998 
and 1997. The plan is funded currently. 

The Organization is exempt from federal income tax under Section 501(c)(3) of the 
Internal Revenue Code. H owever, incom e from certain activities not directly 

related to the Organization's tax-exempt purpose is subject to taxation as unrelated 
business incom e. In addition, the Organization qualified for the charitable 

contribution ded uction under Section 170(b)(1)(A) and has been classified as an 
organization that is not a private foundation under Section 509(a)(2). 

Officers compensation was as follows for the year s ended June 30, 1998 and 1997 

1998 1997 

Executive D irector 
A ssistant D irector 
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$ 61,404 
43,176 

$101,154 
39,385 



N ote 10 

CROSSROADS LOUISIANA, INC. 
(A NONPROFIT ORGANIZATION) 

N O TES TO FIN A N CIAL STATEM EN TS 
JU N E 30, 1998 AN D 1997 

The Organization paid Job Link, Inc. approximately $199,000 in 1998 and 
$189,000 in 1997 in fees for professional services. Job Link, Inc. provides job 
developm ent services for group hom e program s in accordance with State of 
Louisiana regulations. Job Link, Inc. is owned by members of the Organization's 
Board of Directors. At June 30, 1998 and 1997, $718 and $15,581, respectively 
w as due from Job Link, Inc. and is show n in D ue From Affiliates. 

The Organization also leases som e property and equipm ent from an officer. See 
N ote 6 for details. 

D uring Septem ber, 1995 the Organization took over control of the operations of 

the Cher-Ami Homes of Gretna, LA., Inc. Cher-Ami's major assets consisted of 
its contract with the State of Louisiana and the related accounts receivable. 
Cher-Ami also had past due payroll taxes of $29,000 and a damage claim payable 
in the amount of $93,200. At June 30, 1998, Cher-Ami owes approximately 
$15,000 in payroll taxes and the damage claim amount is $43,020. The damage 
claim is being paid off in 60 monthly payments of $1,300. This damage claim has 
been recorded at its net present value and $15,600 of the claim has been classified 
as current. The intercompany account of $113,091 and $95,439 at year ends 1998 
and 1997 has been elim inated in consolidation. 

Cher-Am i has signed a consulting services agreement with its former director 
which called  for twenty monthly payments of $1,250 commencing on M arch 6, 
1996. All paym ents have been m ade. 
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N ote 11 

CROSSROADS LOUISIANA, INC. 
(A NONPROFIT ORGANIZATION) 

N OTES TO FINAN CIAL STATEM ENTS 
JU N E 30, 1998 AN D 1997 

The Organization has entered into a deferred compensation agreement with one of 
its officers effective July 1, 1993. The agreements provides that upon reaching 
age 65, the officer w ill receive m onthly compensation com m encing with retirem ent 
and continuing for the rest of his life. The m onthly payment is calculated to be 
(1/12) one twelfth of his deferred payment amount which will be equal to the 
average of his highest 3 consecutive calendar years com pensation including 
bonuses. In the event of his death, on or after the participant's N orm al Retirem ent 
D ate, the participant's designated beneficiary shall be paid a death benefit equal to 
the present value of the future paym ents to which the participant would have been 
entitled. The liability related to this agreem ent is being accrued  to age 65. The 
amount charged to expe nse totaled $39,354 and $44,000 for the years ended June 
30, 1998 and 1997. The total liability under the agreement as of June 30, 1998 is 
approximately $210,000. 

The Organization's actuary has calculated  that eight annual installments of $39,354 
payable at the end of each fiscal year from July 1, 1996 through July 1, 2002 will 
be needed to fund the plan obligation. 

The Organization also has an em ploym ent agreem ent with one of its officers which 
calls for the payment to her or her beneficiary the total in the Severance Pay 
account. The Organization shall set aside in a segregated  corporate account the 
lesser of $7,500 or 20% of the officers regular salary  into this Severance Pay 
account. The am ount charged to expense in June 30, 1998 and 1997 am ounted to 
$7,500 for each year. 

The Organization has invested $79,071 in mutual funds to provide funding for 
these tw o agreem ents. These funds are available to the O rganizations general 
creditors. At June 30, 1998 the plan was under-funded by approxim ately 
$132,000. 
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CROSSROADS LOUISIANA , INC . 
(A NONPROFIT ORGANIZATION) 

N OTES TO FIN AN CIAL STATEM ENTS 
JU N E 30, 1998 A N D 1997 

At June 30, 1998, the Organization had approximately $90,000 in cash deposits in 
major banks in excess of the $100,000 limit insured by the Federal Deposit 
Insurance Corporation. Our average outstanding cash balances at our banks is 
norm ally below the insured lim its and therefore the Organization's loss exposure is 
m inim al. 

One of our funding sources has requested the repayment of Title XIX (M edicaid) 
funding provided to some of our clients in the amount of approximately $40,000 to 
$60,000 due to questions related to the client's eligibility for such funding. W e 
intend to vigorously defend ourselves against this claim . 
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SUPPLEM ENTARY INFORM ATION 



DONAL D A BE fINAR[). C [~A 
JOSr PH V f ~AN~S IL C~A 
NIGHOL AS F. Cl {E 1 IA, C PA 
NI(;IIOI AS W LAF flANk" Ill, C RA 
JAM[ S t WHITE G ILA. 

METAIRIE. LOUISIANA 70002-5581 [3 TELEPHONE (504) 885-0170 
FAX (504J 456-9531 

MEMBERS 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC AOCOUN3ANT$ 

SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUN~AN3 S 

INDEPEN DENT AU DITOR 'S REPORT 
O N TH E SU PPLEM EN TA RY IN FORM ATIO N 

To the Board of D irectors 
Crossroads Louisiana, Inc 
N ew O rleans, Louisiana 

O ur audit w as m ade for the purpose of form ing an opinion on the basic financial statem ents 
taken as a w hole. The supplem entary inform ation is presented for purposes of additional 
analysis and is not a required  part of the basic financial statem ents. Such inform ation 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 m aterial respects in relation to the basic financial statements 
taken as a w hole. 

December 15, 1998 
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Program  Services 

N unez 
Street 
Program 

$365,610 

9,975 

$135,323 

7,636 
6,766 
10,811 

20,664 
7,841 
5,680 

279 
21 

1,509 
1,163 
17,400 
5,501 
4,847 
14,632 
59,442 
2,934 
796 

$303.245 

H ancock 
Stree t 

Program_  

RH S 
Program 

Program 
Totals 

Supporting 
Services 

M anagem ent 
&  General 

Grand 

~ Totals 

$324,239 $130,501 $1,850,080 $ -- $1,850,080 

16,292 

$340.531 

$117,497 

6,223 
5,875 
9,402 

21,068 
4,679 
8,523 

1,727 
250 
209 

15,900 
3,832 
4,042 
21,954 
54,390 
3,533 
933 

$280.037 

$ 62,909 

4,054 
3,145 
5,038 

148 
4 

35 
272 
206 

2,194 
671 
150 
579 
536 

$_S19,941 

95,112 

9 
$1.945.201 

$ 733,605 

40,678 
36,680 
58,64 6 

83,416 
31,975 
43,191 

9,021 
3,811 
5,619 
6,072 
94,729 
31,124 
21,701 
73,921 
224,233 
25,858 
5,648 

$1.529.928 

(48,365) 
467 

$ (47.898) 

95,112 
(48,365) 

476 
$1.897.303 

$160,424 $ 894,029 

5,790 
8,021 
11,670 
46,854 

2,656 

905 
379 
215 
187 

10,465 
551 

2,244 
25,320 
48,606 
2,340 
4,181 

$330.808 

46,468 
44,701 
70,316 
46,854 
83,416 
34,631 
43.191 

9,926 
4,190 
5,834 
6,259 

105,194 
31,675 
23,945 
99,241 
272,839 
28,198 
9,829 

$1.860.736 

$ 64 ,695 $ 61,411 $1 7.055 $ 330.808 $(330,808) $ 

$ 7,645 $ (916) $__33,505 $ 84,465 $ 07,898) $__ 36,567 
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NICHOLAS F. CH[I IA, C PA 
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To the Board of D irectors 
Crossroads Louisiana, lnc 
New Orleans, Louisiana 

METAIRIE, LOUISIANA 70002-558 [] "IELEPHONE (504) 595-0170 
FAX (604) 456-9531 

MEMBERS 
AMERICAN INSTITU}E OF CERTIFIED PUBLIC ACCOUNIANTS 
SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 

REPO RT O N CO M PLIAN CE A N D O N INTERN A L CON TRO L 
O VER FINAN CIAL REPORTIN G BA SED ON AN 

A U D IT OF FIN A N CIAL STATEM EN TS PERFO RM ED  IN 
ACCORD AN CE W ITH GOVERN M ENT AU D ITING STAN D ARE 

W e have audited the financial statem ents of Crossroads Lo uisiana, Inc. as of and for the 
year ended June 30, 1998, and have issued  our report thereon dated December 15, 1998. W e 
conducted our audit in accordance w ith generally accepted auditing standards and the standards 
applicable to financial audits contained in G overnm ent A uditing Standards, issued by the 
Com ptroller General of the U nited States. 

CO M PLIAN CE 

As part of obtaining reasonable assurance about whether Crossroads Louisiana, Inc.'s 
financial statem ents are free of m aterial m isstatem ent, we perform ed  tests of its 
compliance with certain provisions of laws, regulations, contracts and grants, 
noncompliance with which could have a direct and m aterial effect on the determ ination of 
financial statem ent am ounts. H ow ever, providing an opinion on com pliance w ith 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 
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IN TERN AL C O N TR O L O V ER  FINA N CIAL R EPO R TIN G  

In planning and perform ing our audit, we considered Crossroads Louisiana, Inc.'s 
internal control over financial reporting in order to determ ine our auditing procedures for 
the purpose of expressing our opinion on the financial statem ents and not to provide 
assurance on the internal control over financial reporting. H owever, we noted certain 
m atters involving the internal control over financial reporting and its operation that we 
consider to be reportable conditions. Reportable conditions involve m atters com ing to 
our attention relating to significant deficiencies in the design or operation of the internal 

control over financial reporting that, in our judgement, could adversely affect Crossroads 
Louisiana, Inc.'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. 

The reportable conditions noted are described in the accom panying Schedule 2 - Reportable 
Condition - Financial Statem ents - Current Year: 

A m aterial weakness is a condition in which the design or operation of one or m ore of 
the internal control com ponents does not reduce to a relatively low level the risk that 
m isstatem ents in am ounts that w ould be m aterial in relation to the financial statem ents being 
audited m ay occur and not be detected  within a tim ely period by employees in the norm al 
course of pe rform ing their assigned functions. O ur consideration of the internal control over 
financial reporting w ould not necessarily disclose all m atters in the internal control that m ight 
be reportable conditions and, accordingly, w ould not necessarily disclose all reportable 
conditions that are also considered to be m aterial weaknesses. H owever, we believe none of 
the reportable conditions described above is a m aterial weakness. 

This report is intended for the inform ation of the Board of Directors, m anagem ent and 
State of Louisiana and pass-through entities. H owever, this report is a m atter of public record 
and its distribution is not lim ited. 

D ecem ber 15, 1998 
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SCHEDULE # 1 

CROSSROAD S LOU ISIANA , INC . 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED JUN E 30, 1998 

SU M M ARY OF AU D IT RESU LTS 

The independent auditor's report on the financial statem ents expressed an unqualified 
opinion. 

2. Reportable conditions disclosed during the audit of the financial statem ents are reported 
in Schedule # 2 which follows. None of the reportable conditions are considered to be 
m aterial w eaknesses. 

3. N o instances of noncom pliance considered to be m aterial to the financial statem ents 
were disclosed by the audit. 

4. N o m anagem ent letter w as issued during this period 

5. There were no major programs during this year and therefore Crossroads Louisiana 
Inc. was not subject to OM B Circular A-133. 

6. The threshold for distinguishing Types A and B programs was $300,000. There were 
no major program this year. 

7. Crossroads Louisiana, Inc. w as not determ ined to be a low -risk auditee 
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SCHEDULE # 2 

CRO SSRO AD S LOU ISIAN A , IN C . 
R EPO RTA BLE C O N D ITIO N S - FIN A N CIA L STA TEM EN TS - C U RREN T Y EA R 

Y EAR EN D ED JU N E 30, 1998 

In sm all organizations, such as Crossroads Louisiana, Inc., proper separation of duties 
of difficult to m aintain because of the lim ited number of people involved in the processing of 
transactions. Also, the cost-benefit relationship must be considered in implementing additional 
separation of the existing duties. Separation of duties m eans the flow of a transaction should be 
designed so that the work done by one individual is either independent of or serves as a check 
on, the w ork of another. A separation of duties weakness exist in the cash disbursem ent area of 
the accounting system in that the same person prepared the checks, signs and m ails the checks, 
and perform s the bank reconciliation procedures. 
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CROSSROAD S LOU ISIAN A , INC . 

SU M M A R Y O F PRIOR YEA R 'S A U D IT FIN D IN G S 
Y EAR EN D ED JUN E 30, 1998 

SCHEDULE # 3 

Our prior year's audit findings included a reportable condition stating that separation of 
duties weaknesses exist in our payroll, purchasing and cash disbursement areas of our 
accounting system . 

In order to correct the separation of duty problem in purchasing
, we have now re- 

assigned that job to another person not directly involved in the accounting processing system 

W e are still trying to econom ically solve the separation of duties weakness in the cash 
area. See current year's findings for m ore details. 

The above separation of duties weaknesses have been reported on for several years 
because of the sm all size of our accounting staff. 
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SCHEDULE # 4 

CRO SSROAD S LOU ISIANA , INC . 
M A N A G EM EN T 'S CORRECTIV E A CTION PLAN FOR CU RREN T YEAR FIND IN GS 

YEAR EN DED JUN E 30, 1998 

In order to correct the present separation of duties weakness in the cash area of our 
accounting system , we are considering m aking the following changes in our system : 

1. H aving one of our D irectors sign all checks after they are prepared 

2. H aving som eone other than the preparer of the check, m ail the checks 

3. H aving our outside CPA prepare the m onthly bank reconciliations 

There are still som e cost and logistic problem s that m ust be worked our before 
reaching a final solution to this problem . 

D r. Gerald M urphy w ill be the contact person in m aking the final decisions. W e plan 
to have the new system in place in early 1999. 
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