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Bourgeois Bennett

INDEPENDENT AUDITOR'S REPORT

T'o the Board of Governors,
The Magnolia School, Inc.,
Jefferson, Louisiana.

We have audited the accompanying statement of {inancial position of The Magnolia
School, Inc. (a nonprofit organization) as of June 30, 1998, and the related statements of activitics,
functional expenses, and cash flows for the year then ended. These financial statements are the
responsibility of the School's management. Our responsibility is 1o express an opinion on these
financial statements based on our audit.

We conductied our audit in accordance with generally accepted auditing standards and
the standards applicable to financial audits contained in Government Auditing Standards, issucd by
the Comptroller General of the United States. Those standards require that we plan and perform the
audit o obtain reasonable assurance about whether the financial statements are frec of materia
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts anc
disclosures in the financial statements. An audit also includes assessing the accounting principles usec
and significant estimates made by management, as well as evaluating the overall {inancial statement
presented. We belicve that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of The Magnolia School, Inc. as of June 30, 1998, and the changcs in
Its net assets and its cash flows for the year then ended in conformity with generally accepted
accounting principles.
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In accordance with Government Auditing Standards, we have also issued our report dated
August 21, 1998 on our consideration of the School's internal control over financial reporting and our
{ests of its compliance with certain provisions of laws, reguiations contracts and grants.

/éﬁw‘ziobv W LLC.

Certificd Public Accountants.

New Orleans, L.a.,
August 21, 1998,
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STATEMENT OF FINANCIAL POSITION
The Magnolia School, Inc.
Junc 30, 1998
ASSETS
Current
Cash and cash equivalents $ 812,657
Restricted cash 109,533
Accounts recervable:
Mecdicaid 678,659
Tuition (net of allowance for
doubtful accounts of $75,000) 17,708
Other 40,878
Inventory 85,672
Prepaid expenses | 149,353
Total current assets - 1,894,460
Property and Equipment
l.and 226,930
Buildings and improvements 3,832,026
Equipment and fixturcs - 1,281,197
5,340,153
I.css accumulated depreciation - (3,113,199)
Net property and equipment 2,226,954
Other
Investments 235,304
Deposits | 2,403
Total other asscts _ 237,707
Total assets 3 4,359,121
Sce notes to financial statements.
3
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LIABILITIES AND NET ASSETS

Current

Tradc accounts payable

Bed fee payable - State of Louisiana Department of
Social Services

Accrued payroll and related taxes

Accrucd expenscs

Accrucd pension obligation

Deposits held in custody

Total current habilities

Long-Term
Accrued pension obligation

Total liabilities

Net Assets
Unrestricted:
Net investment in property and equipment
Undesignated
Total unrestricted net asscts
Temporarily restricted

Total net assets

Total l1abilities and net assets

_ T T — = — e e —_— —

Ixhibit A

$ 129,210

43,618
174,017
7,710
19,200
109,533

483,288

85,055

508,343

2,226,954
1,538,364
3,765,318

25,460
3,790,778

$ 4,359,121
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Exhibit B
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STATEMENT OF ACTIVITIES

The Magnolia School, Inec.

For the year ended June 30, 1998

_————————— .. = mmeme-

Temporarily
Unrestricted  Restricted ~ Totals
Support and Revenue
Support:
Medicaid $5,919,965 $5,919,965
Jefferson Parish Human
Services Authorily 142,663 142,663
Contributions 28,781 $ 36,149 64,930
Other 8,870 8,870
6,100,279 36,149 6,136,428
Net asscis released
from restrictions 16,469 (16,469) -
T'otal support - 6,116,748 19,680 - 6,136,428
Revenue:
Tuition 226,587 226,587
Investment income 29,7113 29,713
Net realized gain on salc of
investment 1 real estate 10,000 10,000
Nect unrcalized gains on
investmenis 51,401 51,401
Other 228,680 228,680
Total revenue - 546,381 546,381
Total support and revenue - 6,663,129 19,680 - 6,682,809
Expenses
Program services:
Therapeutic and training 2,600,813 2,600,813
Mecdical and nursing 299,203 299,203
Recreational 66,660 66,660
Total program services - 2,966,676 - 2,966,676
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Lxhibit B

(Continued)
Temporarily
Unrestricted ~ Restricted  Totals
Supporting services:
Administrative and general 2,676,875 2,676,875
Dictary 464,130 464,130
Housckeeping 114,028 114,028
Plant operation and maintenance 378,726 378,726
Other .. 86,286 86,286
'T'otal supporting services - 3,720,045 - 3,720,045
Total expenses - 6,686,721 - 6,686,721
Increase (Decrease) in Net Assets (23,592) 19,680 (3,912)
Net Assets
Beginning of ycar 23,788,910 5,780 3,794,690
Iind of year $3,765,318  § 25460  §$3,790,778

Sec notes to financial statements.
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STATEMENT OF FUNCTIONAL EXPENSES

The Magnolia School, Inc.

IFor the year ended June 30, 1998

Therapeutic Medical

and And
~Training  Nursing ~ Recreational
Program Services
Salaries $2.,134 684 $ 233,480 $ 12,790
Employce health and
retircment benefits 154,939 7,825 -
Payroll taxes, efc. 165237 17,861 978
Total salaries and
related expenses 2,454,860 259,166 13,768
Contraclt services 19,311 21,165 -
I're1ght 6,128 - -
Purchases - retail store 108,275 - -
Supplies and other 12,239 18,872 - 52,892
Total program scrvices
expenses $2,600,813  §$299203  § 66,660

Sce noles to financial statements.

Totals

$2,380,954

162,764
184,076

2,727,794
40,476
6,128

108,275
84,003

$2,966,676

Exhibit C
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Exhibit C

(Confinuecd)
Adminis- Plant
irative Operation
and House- and
 General _ Dietary  keeping . Maintenance  Other Totals
Supporting Scrvices
Salaries $ 587,322 $ 186,011 § 50,538 $ 118,078 $ 941,949
Employee health and
retirement benefits 73,642 14,370 6,186 39,509 133,707
Payrolf taxcs, ctc. 45462 14230 3866 9,033 72,591
Total salaries and
related expenses 706,426 214,611 60,590 166,620 1,148,247
Advertising 3.610 3.610
Automobile 57,281 57,281
Bad debts 83,690 83,690
Bed fee - Louisiana Department
of Health and Hospitals 433,203 433,203
Client personal needs $ 81,652 81,652
Contract services 62,202 62,202
Depreciation 300,025 300,025
Donation to Magnolia Foundation 393,856 393,856
Dues and subscriptions 2,145 2,145
Food 247,531 247,53)
Insurance 182,026 182,026
interest 4,759 4,759
L.aundry, linen and bedding 4,634 4,634
J.cgal and accounting 31,551 31,551
MisceHaneous 32,958 32,058
Office supplies 102,466 102,466
Pension expense 19,200 19,200
Postage 3,460 3,460
Printing 4,349 4,349
Rent 109,928 100,928
Repairs and maintenance:
Buildings and grounds 05,794 05,794
Supplics 9,825 9,825
Other 44,285 44,285
Supplies and other 1,988 53,438 55,426
Taxes and licenses 8,505 8,505
Telephone 33,408 33,408
Travel 21,072 21,072
Unifities 142,957 142,957
Total supporting
SCIVICES CXPCIISES $2,676,875 $464,130  $ 114,028  $378,726 §$ 86,286  §3,720,045

Sce notes to financial statements.
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STATEMENT OF CASH FLOWS

The Magnolia School, Inc.

For the year ended June 30, 1998

Cash Flows From Operating Activities
Decrease i net assets
Adjustments to reconcile increase in net assets 1o cash
provided by operating activitics:
Depreciation
Net realized gain on sale of investment in real cstate
Net unrealized gains on investments
Decrease (increase) in operating assets:
Accounts receivable
Inventory
Prepaid expenses and deposits
Increase (decrease) in operating liabilities:
Accounts payable
Accrued expenses and other

Net cash provided by operating activities
Cash Flows From Investing Activities
Proceeds from sale of investment in real estate
Purchases of property and equipment

Net cash provided by investing activities

Cash Flows From Financing Activitics

Repayment of funds owed to State of Louisiana Department of Social Services

Net cash used in financing activities
Net Increase In Cash and Cash Equivalents

Cash and Cash Equivalents
Beginning of year

I:nd of ycar

See notes 1o financial slatements.

$  (3,912)

300,025
(10,000}
(51,401)
(53,127)
27,126
(10,833)

(32,414)
(71,197)

94,267

384,000
(273,023)

110,977

(3,365)
(3,365)

201,879

610,778

3 812,657
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Note 1 -

NOTES TO FINANCIAL STATEMENTS

The Magnolia School, Inc.

June 30, 1998

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Organization

The Magnolia School, Inc. (the School) 1s a non-profit corporation founded in 1935
for the purpose of providing housing, training and education for mentally retarded
children and adults.

b. Basis of Accounting

The financial statements of the School have been prepared on the accrual basis of
accounting,

c¢c. Use of Estimates

The preparation of financial statements in conformity with gencrally accepted
accouniing principles requires management to make estimates and assumptions that
affect certain reported amounts of assets and liabilities, disclosures of contingent
asscts and liabtlities at the date of the financial statements and reported amounts of

revenucs and expenses during the reporting period. Actual resulis could differ from
those estimaies.

d. Cash and Cash Equivalents

The School classifies as cash and cash equivalents all highly liquid dcbt
mstruments with a maturity of three months or less.

Resiricted cash consists of amounts credited to the School's bank accounts from
deposits held in custody for the students of the program.
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Exhibit 10
(Continued)

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIYS (Continued)

¢. Allowance for Doubtful Accounts

The School uses the reserve method to recognize uncollectible accounts. The

reserve is based on certain tuition accounts receivable balances that arc greater than
120 days old.

f. Promises to Give

Contributions arc recognized when the donor makes a promise to give 1o the School
that is, in substance, unconditional. Conditional promises to give are recognized
when the conditions on which they depend are substantially met.

Unconditional promises are recorded net of any allowance for uncollectible
amounts estimated by the management of the School. At Junc 30, 1998, all
unconditional promises to give had been collecied.

g. Inventory

Inventory 1s stated at the lower of cost, as determined by the first-in, first-out
(FIFO) method, or market.

h. Property and Equipment

The School records purchases of property and eguipment at cost at the date of
acquisition or fair value at the date of donation in the case of gifts. Depreciation
is provided over the estimated useful lives of the respective assets using the
straight-line method.

i. Investments

Investments, which consist of marketable securities, are stated at fair value and arc
composcd of corporation stocks.
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Exhibit K
(Continucd)

. e——— et R e |

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)
]. 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 1s restricted by the donor is reporied as an increase in unrestricted net
assets 1f the restriction expires in the reporting period in which the support is
recognized. All other donor-restricted support is reported as an increasc in
tcmporarily or permanently restricted net assets, depending on the nature of the
restriction. When a restriction expires (that is, when a stipulated time restriction
cnids or purpose restriction is accomplished), temporarily restricted net assets are
rcclassified to unrestricted net assets and reported in the statement of activities as
net assets released from restrictions

k. Tax Matters

The School is exempt from Federal income tax under Section 501(c)(3) of the
Internal Revenue Code, and qualifies as an organization that is not a private
foundation as defined in Section 509(a) of the Code. It is exemplt {from l.ouisiana

income tax under the authority of R.S. 47:121(5).

. Allocated Expenses

The costs of providing the various programs and other activities are summarized
in the statement of {functional expenses. Certain expenses have been allocated
among the programs and supporting services based on management's estimate of
the costs mvolved.

m. Financial Statement Presentation

Financial statement presentation follows the recommendations of the Statement of
Vinancial Accounting Standards, (SFAS) No. 117, "Financial Statements of Not-
FFor-Profit Organizations.” Under SFAS No. 117, PPLA classificd its ncts assets,
revenues, and expenses based on the existience or absence of donor-imposed
restrictions.

—_— .
-
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Note 1 -

Note 2 -

Note 3 -

Exhibit K
(Continued)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
m. Financial Statement Presentation (Continued)

Accordingly, net assets and changes therein are classified and reported as follows:

Unrestricted Net Assets - Support, revenue and expenses for the gencral
operation of the School.

Temporarily Restricted Net Assets - Contributions specifically authorized by
the grantor or donor to be used for a certain purposc or to benciit a specific
accounting period.

RESTRICTIONS ON ASSETS

Temporarily restricted net assets are restricted by donors for specific programs, purposcs,
or to assist specific departments of the School. These restrictions are considercd to expire
when payments for restricted purposes arec made. None of the temporarily restricted nct
assets are time-restricted by donors.,

INVESTMENTS

The following summarizes investments at June 30, 1998:

Fair
Market Unrealized
Cost Value __Gains
Investinents - corporate stocks

June 30, 1998 $41.661 $235,304 $193.,643
June 30, 1997 $41.661  $183,903 142,242
Net unrealized gain on

investments $ 51.40]

13
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Note 4 -

Note S -

Note 6 -

Exhibit K
(Continued)

FUNDS OWED TO STATE OF LOUISIANA DEPARTMENT OF SOCIAL
SERVICES

‘The amount due to the State of LLouisiana Department of Social Services (the State) is the
result of an overpayment of State lunds to the School. An agrecment with the State was
rcached whereby the School is to pay the State $3,000 per month, principal only,
beginning in July 1990, until the entire debt is extinguished. The debt was extinguished
during the fiscal year ending June 30, 1998.

CUSTODIAL FUNDS
IFor the ycar ended June 30, 1998, personal funds of the students totaling $109,533, were

held in custody and reported as deposits held in custody in the accompanying financial
stalecments.

LEASE COMMITMENTS

The School leases scveral of its residential facilities under separate operating lcascs, ten
of which are leased from the Magnolia Foundation, an affiliated entity. Leasc payments
made 1o this affiliate totaled $89,528 for the year ended June 30, 1998. Rent expense
incurred under all leases totaled $109,928 for the year ended June 30, 1998,

Minimum future lease payments are as follows:

Year Ending
June 30,
1999 $111,241
2000 64,400
2001 13,400
Total $189.041
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Nole 7 -

Note 8 -

Note 9 -

(Continued)

EMPLOYEE BENEFIT PLANS

The School has established a non-contributory profit sharing plan for all employces who
are age 21 or older and have one or more years of service. Under the plan, the School
makes discretionary contributions to the plan which become fully vested to employcees
afler five years of participation in the plan. The School did not fund a contribution to the
plan during the year ended June 30, 1998.

The School has established a flexible benefit plan (cafeteria plan) to provide supplemental
health and certain other employee benefits. Contributions to the plan will be paid by the
participants. The School benefits from the plan by realizing a reduction of payroll taxcs
for those employecs who clect to participate in this plan.

The School makes retirement payments to a former employee of the School. While an
actuary has not been engaged to project the estimated benefit obligation to this employec,
management estimates the benefit obligation to be $104,255 for the ycar ended June 30,

1998. For the year ended June 30, 1998, retirement payments made under the terms of this
plan totaled $19,200.

RELATED PARTY TRANSACTIONS

For the ycar ended June 30, 1998 the Schoo! made donations of cash and property to the
Magnolia Foundation totaling $393,856. Also, the School leases residential facilitics from
the FFoundation as described in Note 6.

SUPPLEMENTAL CASH FLOW INFORMATION

The following summarics the non-cash investing and {inancing transactions of the School:

Cost of equipment acquired $200,490

Decrease (increase) in trade accounts
payable for equipment purchases 72,533
Cash paid for equipment acquired $273.023

———— .
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Exhibit &
(Continued)

ECONOMIC DEPENDENCY

The School's residential and adult day programs are licensed by the State of Louisiana
Department of Social Services and are certified Title XIX facilities. The education
program is certified by the Louisiana State Department of Education. The School receives
the majorily of ils support and revenue from Medicaid which is administered through the
State of Louisiana Department of Social Services. If significant budget cuts arc madc at
the federal and/or state levels, the amount of funds the School receives could be reduced
significantly and which would have an adverse impact on its operations. Management is
not aware of any actions that will adversely atfect the amount of funds the School will
receive in the next fiscal year.

—_ —_— —_— — —
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SPECIAL REPORT OF CERTIFIED PUBLIC ACCOUNTANTS
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Bourgeois Bennett

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

T'o the Board of Governors,
The Magnolia School, Inc.,
Jefferson, Louisiana.

We have audited the financial statements of The Magnolia School, Inc. (a nonprofit
organization) as of and for the year ended June 30, 1998, and have issued our report thercon dated
August 21, 1998, We conducted our audit in accordance with generally accepted auditing standards
and the standards applicable to financial audits containcd in Government Auditing Standards, issucd
by the Comptroller General of the United States.

Compliance

As part of obtaining rcasonable assurance about whether The Magnolia School, Inc.'s
{inancial statements arce free of material misstatement, we performed tests of its compliance with
certain provision of laws, regulations, contracts and grants, noncomphiance with which could have a
direct and material eficet 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 arc required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considercd The Magnolia School, Inc.'s intcrnal
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. Our consideration of the internal control over financial reporting would not

: 504 West Second Street
| 340 West Tunnel Blvd., Suite 430 Certified Public | PO. Box 60600 PO Box 1205
PO. Box 2168 Accountants | Consultants | New Orleans, LA‘?DEED{}EDD 'I:hii::-DdElUI, LA 70302-1205
Houma, LA 70361-2168 A Limited Liability Company | Heritage Plaza, Suite 800 Phone (504) 447-5243
Phone (504) 868-0139 Phone (504) 831-4949

Fax (504) 879-1949 | Fax (504) 833-9093
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nccessarily disclose all matters in the internal control over {inancial reporting that might be matcrial
weaknesses. A material weakness 1s a condition in which the design or operation of onc or more of
the internal control components does not reduce to a relatively low level the risk that misstatements
in amounts that would be material in relation to the {inancial statements being audited may occur and
not be detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

This report 1s intended for the information of the Board of Directors, management and
the Legislative Auditor of the State of Louisiana. However, this report is a matier of public record,

and its distribution is not hmited.
/grw*jz«) W Z L.C.

Certified Public Accountants.

New Orleans, La.,
August 21, 1998.




SCHEDULE OF FINDINGS

The Magnolia School, Inc.

For the year ended June 30, 1998

Section I Summary of Auditor's Report
a) Financial Statements
Type of auditor's report 1ssued: unqualified

Internal control over financial reporting:

« Matcrial weakness(es) identified? __yes X no
» Reportable condition(s) identified that are
not considered to be material weakness ___yecs X none reporied
Noncompliance material to financial statements noted? __ yes X no

b) Federal Awards

IFor the ycar ended June 30, 1998, The Magnolia School, Inc. was not subject to OMB
Circular A-133, Audits of States, l.ocal Government and Non-Profit Organizations.

Section 11 Financial Statement Findings

‘There were no financial statement {indings required to be reported for the year ended June 30,
1998.

Section 111 Federal Award Findings and Questioned Costs

Not applicable.
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REPORTS BY MANAGEMENT
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SCHEDULE OF PRIOR YEAR FINDINGS

The Magnolia School, Inc.

For the year ended June 30, 1998

Section I Internal Control and Compliance Material to the Financial Statements

FFor the year ended June 30, 1997, there were no internal control or compliance issues reported

or noted.

Scction 11 Internal Control and Compliance Material To Federal Awards

For the year ended June 30, 1997, there were no internal control or compliance issucs material

to federal awards reported.

Scction 111 Management Letter

Not applicable.
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MANAGEMENT'S CORRECTIVE ACTION PLLAN

The Magnolia School, Inc.

For the year ended June 30, 1998

Section I Internal Control and Compliance Material to the Financial Statements

For the year ended June 30, 1998, there were no internal control or compliance issucs reported
or noted.

Scction II Internal Control and Compliance Material To Federal Awards

For the year ended June 30, 1998, The Magnolia School, Inc. was not subject to OMB Circular
A-133, Audits of States, I.ocal Government and Non-Profit Organizations.

Section 111 Managcement Letter

Not applicable,




