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B o u rg e o is B e n n e tt 

1"o tile B oard of G overnors, 

Tim M agnolia School, Inc., 
Jefferson, Louisiana 

W e have audited the accom panying statem ent of financial posit,ion of The M agnolia 

School, Inc. (a nonprofit̀ organization) as of June 30, 1998, and t,he related st,atement,s of activities, 
funct,ional expenses, and cash flow s for the year 1hen ended. These financial statem ents arc the 
responsibility of the School's m anagem ent. O ur responsibility is to express an opinion on these 
financial statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards and 

t,he st,andards applicable to financial audits contained in Governm .ent Audjti~  Standards, issued by 
the Com ptroller General oft.he United States. Those standards require that w e plan and perform lhe 
audit to obtain reasonable assurance about w hether the financial slalem ents are fiee of lnaterial 
m isslalem enL A n audit̀ includes exam ining, on a test basis, evidence supporiing lhe am ount,s and 
disclosures in the financial st,atem enls. An audit also includes assessing the account,ing principles used 
and significant estim ates m ade by m anagem ent, as w ell as evaluating the overall financial stalcm ent 
presented. W e believe t,hat our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present̀ fairly, in all m aterial 
respects, the financial posit,ion of The M agnolia School, Inc. as of June 30, 1998, and the changes in 
its net assets and ils cash flow s for t,he year then ended in conform ity w ilh generally accepted 
accounting principles. 
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In accordance w ith _Qgv~ ~ alxts, we have also issued our rcport datcd 
August 21, 1998 on our consideration of the School's internal control over financial reporting and our 
tests of its com pliance w ith certain provisions of law s, regulations contracts and grants. 

Certified Public A ccountants. 
N ew O rleans, La., 
A ugust 21, 1998. 
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STA TEM EN T O F FINAN CIA L PO SITIO N 

T he M agnolia School, Inc. 

C nrl'cn| 
Cash and cash equivalents 
Resiricted cash 
A ccotlnts receivable: 

M edicaid 

Tuilion (net of allowance for 
doubtful accounts of $75,000) 

O ther 
Invcntory 
Prepaid expenses 

l'otal current assets 

Property and Equipm ent 
Land 
Buildings and im provem ents 
Equipm ent and fixtm es 

I,ess accum ulated depreciation 

N et property and equipm enI 

O ther 
Investm ents 

D eposits 

Total other assets 

Total assets 

See nolcs to financial statem ents 

June 30, 1998 

ASSETS 



C urrent 

LIABILITIES AND NET A SSETS 

3)'adc accounls payable 
Bed fee payable - State of Louisiana D epartm ent of 

Social Services 
A ccrued payroll and related taxes 
A ccrued expenses 
A ccrued pension obligation 
D eposits held in custody 

Total current liabilities 

] JO n g-T erm  
A ccrued pension obligation 

Total liabilities 

N et A sseis 
U nrestricted: 

N et investm ent ill property and equipm ent 
U ndesignated 

Total unrestricted net assets 

Tem porarily restricted 

Total net assets 

Total liabilities and net assets 
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$ 129,210 

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

483,288 

85,055 

568,343 

2,226,954 
1,538,364 

3,765,318 

25,460 

3,790,778 

$ 4,359,121 



Support and R evenue 
Supporl: 
M edicaid 
Jefferson Parish H um an 

Services A uthority 
Contributions 
O lher 

N et assets released 
from restrictions 

Total support 

STATEM ENT OF ACTIVITIES 

The M agnolia School, Inc. 

For the year ended June 30, 1998 

R evenue: 
Tuition 
Investm ent incom e 
N et realized gain on sale of 

investm ent in real eslale 
N et unrealized gains on 

investm enls 
O ther 

Total revenue 

Exhibil B 

Tem porarily 
U nrestricted Restricted Totals 

$ 5,919,965 

142,663 
28,781 $ 36,149 
8,870 

6,100,279 

16,469 

6,116,748 

226,587 
29,713 

10,000 

51,401 
228,680 

546,381 

36,149 

(16,469) 

19,680 

$ 5,919,965 

142,663 
64,930 
8,870 

6,136,428 

6,136,428 

226,587 
29,713 

10,000 

51,401 
228,680 

546,381 

Total support and revenue 6,663,!29 19,680 6,682,809 

Expenses 
Program services: 

Therapeutic and training 
M edical and nursing 
R ecreational 

l'otal program  services 

2,600,813 
299,203 
66,660 

2,966,676 

2,600,813 
299,203 
66,660 

2,966,676 



 



STATEM ENT OF FUNCTIONAL EXPENSES 

Program  Services 

Salaries 
Em ployee health and 

retirem ent benefits 

Payroll laxes, elc. 

T he M agnolia School, Inc. 

For the year ended June 30, 1998 

Therapeutic 

and 
Training 

M edical 

And 
N ursing Recreational 

$2,134,684 $ 233,480 

154,939 

165,237 

Total salaries and 
related cxpcnses 2,454,860 

Contract services 
Freight 
Ptwchases - re~ail store 
Supplies and other 

19,311 
6,128 

108,275 

12,239 

7,825 
17,861 

259,166 

21,165 

18,872 

$ 12,790 

978 

13,768 

52,892 

Exhibit C 

$ 2,380,954 

162,764 
184,076 

2,727,794 

40,476 

6,128 
108,275 
84,003 

Tolal program  services 

expenses $2,600,813 $ 299,203 $ 66,660 $2,966,676 

See notes to financial statem ents 
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Adm inis- 
trative 
and 

General D!etary 

Plant 
Operation 

llouse- and 
k

_
eeping M aintenance 

Supporling Serviees 
Salaries $ 587,322 $ 186,011 $ 50,538 $ 118,078 
Employee heallh and 
retirem ent benefits 

Payroll taxes, etc. 

Total salaries and 
related expenses 

A dvertising 
A utom obile 
Bad debts 
Bed fee - Louisiana Department 
of I lealth and ltospitals 

Client personal needs 
Contract services 

73,642 
45,462 

14,370 
14,230 

6,186 
3,866 

39,509 
9.033 

706,426 214,611 60,590 166,620 

3,610 
57,281 
83,690 

433,203 

Depreciation 300,025 
l)onafion to M agnolia Foundation 393,856 
l)ues and subscriptions 2,145 
Food 247,531 
1 ns/lral/ce 
Interest 
l.aundry, linen and bedding 
l.egal and accounting 
M iscellaneous 
O ffice supplies 
l'ensiotl expense 
Postage 
l'rinting 
Rent 
Repairs and m aintenance: 
Buildings and grounds 
Supplies 
Other 

Supplies and other 
Taxes and licenses 
Telephone 
Travel 

182,026 
4,759 

31,551 
32,958 
102,466 
19,200 
3,460 
4,349 

109,928 

8,505 
3,408 
1,072 
2.957 

1,988 53,438 

62,202 

95,794 
9,825 
44,285 

Exhil)it C 

(Continued) 

$ 81,652 

4,634 

941,949 

133,707 
72.591 

148,247 

3,610 
57,281 
83,690 

433,203 
81,652 
62,202 
300,025 
393,856 
2,145 

247,531 
182,026 
4,759 
4,634 
31,551 
32,958 
102,466 
19,200 
3,460 
4,349 

109,928 

95,794 
9,825 
44,285 
55,426 
8,505 
33,408 
21,072 
142,957 

Tolal supporting 
services expenses $2,676,875 $464 [30 $ 114 028 $ 378,726 $ 86,286 $3,720,045 

Set notes to financial statem ents 



 

STATEM ENT O F CA SH  FLO W S 

Tile M agnolia School, Inc. 

For the year ended June 30, 1998 

C ash Flow s From  O perating A ctivities 
D ecrease in net assets 
Adjustments to reconcile increase in net assets to cash 

provided by operating activities: 
D epreciation 
N et realized gain on sale of investm ent in real estate 
N et unrealized gains on investm ents 

Decrease (increase) in operating assets: 
A ccounts receivable 
hw entory 
Prepaid expenses and deposits 

Increase (decrease) in operating liabilities: 
A ccounts payable 
A ccrued expenses and other 

N et cash provided by operaling activities 

C ash Flow s From  hw esting A ctivities 
Proceeds from sale of investm ent in real estate 
Porchases of property and equipm ent 

N et cash provided by investing activities 

C ash Flow s From  Financing A ctivities 
R epaynaent offim ds ow ed to State of Louisiana D epartm ent of Social Services 

N et cash used in financing activities 

N et Increase In C ash and C ash Equivalents 

Cash and C ash Equivalents 
Beginning of year 

End of year 

See notes to financial statem ents. 
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$ (3,912) 

300,025 

00,000) 
(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 

$ 812,657 



 



 

Exhibit E 

(Continued) 

Note 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

e. A llow ance for D oubtful A ccounts 

The School uses the reserve m ethod to recognize uncollectible accounls. The 
reserve is based on certain tuition accounts receivable balances that arc grealer than 
120 days old. 

f. Prom ises to G ive 

Contributions are recognized w hen tim donor m akes a prom ise to give to the School 

that is, in substance, unconditional. Conditional prom ises to give are recognized 
w hen the conditions on w hich they depend are substantially m et. 

U nconditional prom ises are recorded net of any allow ance for uncollectible 
am ounts estim ated by tl~e m anagem ent of the School. A t June 30, 1998, all 

unconditional prom ises to give had been collected. 

g. Inventory 

Inventory is stated at the low er of cost, as determ ined by the first-in, first-out 

(FIFO) method, or market. 

h. Property and Equipm ent 

The School records purchases of property and equipm ent at cost at lhe dale of 
acquisition or fair value at the date of donation in the case of gifts. D epreciation 
is provided over the estim ated useful lives of the respective assels using lhe 
straight-line m ethod. 

i. Investm ents 

Investm ents, which consist of m arketable securities, are staled at fair value and are 
com posed of corporation stocks. 



(Continued) 

Note 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

j. Conlributions 

Contributions received are recorded as unrestricted, tem porarily restricted, or 
perm anently restricted support, depending on the existence and/or nature of any 
donor restrictions. 

Support that is restricted by the donor is reported as an increase in unrestricted net 

assets if the restriction expires in the reporting period in w hich the support is 
recognized. All other donor-restricted support is reported as an increase in 
tem porarily or perm anently restricted net assets, depending on the nature of the 

restriction. W hen a restriction expires (that is, when a stipulated time restriction 
ends or purpose restriction is accomplished), temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statem ent of activities as 
net assets released from  restrictions 

k. Tax M atters 

The School is exempt fi'om Federal income tax under Section 501(c)(3) of thc 
Internal R evenue Code, and qualifies as an organization that is not a private 

foundation as defined in Section 509(a) of the Code. It is exempt from I~ouisiana 
income tax under the authority of R.S. 47:121(5). 

I. A llocated E xpenses 

The costs of providing the various program s and other activities are snm m arized 
in the statem ent of functional expenses. Certain expenses have been allocated 
am ong the program s and supporting services based on m anagem ent's estim ate of 

the costs involved. 

m . Financial Statem ent Presentation 

Financial statem ent presentation follows the recom m endations of the Statem ent of 

Financial Accounting Standards, (SFAS) No. 117, "Financial Statements of Nor 
For-Profit O rganizations." U nder SFA S N o. 117, PPLA classified its nets assets, 
revenues, and expenses based on the existence or absence of donor-im posed 
restrictions. 



 

Exhibit E 

(Continued) 

Note 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

m. Financial Statement Presentation (Continued) 

A ccordingly, net assets and chm~ges therein are classified and reported as follow s 

U nrestricted N et A ssets - Support, revenue and expenses for lhe genera 
operation of the School. 

Tem porarily R estricted N et A ssets - Contributions specifically authorized by 
the grantor or donor to be used for a certain purpose or to benefit a specific 
accounting period. 

N ote 2 - R ESTR ICTIO N S O N A SSETS 

Tem porarily restricted net assets are restricted by donors for specific program s, purposcs, 

or to assist specific departm ents of the School. These restrictions are considered to expire 
w hen paym ents for restricted purposes arc m ade. N one of the tem porarily restricted net 
assets are tim e-restricted by donors. 

N ole 3 - INV ESTM ENTS 

The follow ing sm m narizes investm ents at June 30, 1998 

Investm ents - corporate stocks 
June 30, 1998 
June 30, 1997 

N et unrealized gain on 
investm ents 

Cosl 

~ 661 
'4~ 61 

Fair 
M arket U nrealized 
V alue .~ jaiGa'ns 

25~ 304_ 
~ 3 

$193,643 
142,242 



 



 



Note I0 - ECO NO M IC D EPENDENCY 

Exhibit E 

(Continued) 

The School's residential and adult day program s are licensed by the State of Louisiana 
D epartm ent of Social Services and are certified Title X IX facilities. The education 
program is certified by the Louisiana State D epartm ent of Education. The School receives 

the majority of its support and revenue from M edicaid which is administered through the 
State of Louisiana D epartm ent of Social Services. If significant budget cuts are m ade at 
the federal and/or state levels, the am ount of funds the School receives could be reduced 
significantly and which w ould have an adverse im pact on its operations. M anagem ent is 
not aware of any actions that w ill adversely affect the am ount of funds the School w ill 
receive in the next fiscal year. 
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B o u rg e o is B e n n e tt 

~E PO R T O N C O M PLIA N C E A N D O N 

IN T ER N A l, C O N TR O l. O V ER F1N A N C IA 

R E PO R T IN G  B A SED  O N  A N  A U D IT O F FIN A N C IA L 

ST A T E M E N T S PE R FO R M ED  IN A C C O R D A N C E W IT H  

C.O V ER N M E N T A U D IT IN G  ST A N D A R D S 

1"o the B oard of G overnors, 
The M agnolia School, Inc., 

Jefferson, Louisiana 

W e have audited the financial statements of The M agnolia School, Inc. (a nonprofit 
organization) as of and for the year ended June 30, 1998, and have issued our report thereon dated 
A ugust 21, 1998. W e conducted our audit in accordance w ith generally accepted auditing standards 
and the standards applicable to fi,aancial audits contained in G overnm ent A uditing Standards, issued 
by the Com ptroller G eneral of the U nited States. 

C om l)liance 

A s part of obtaining reasonable assurance about w hether The M agnolia School, lnc.'s 
financial statem ents are free of m aterial m isstatem ent, w e perform ed tests of its com pliance w ith 
certain provision of law s, regulations, contracts and grants, noncom pliance w ith w hich could have a 
direct and m aterial effect on the determ ination of financial statem ent am ounts. Ilow ever, providing 

an opinion on compliance with those provisions was not an objective of our audit and, accordingly, 
w e do not express such an opinion. The results of our tests disclosed no instances of noncom pliance 
that arc required to be reported under 

Internal C ontrol O ver Financial R eporting 

In planning and perform ing our audit, w e considered The M agnolia School, l,ac.'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 repolling. O ur consideration of the internal conlrol over financial reporling w ould not 

13~i0 W est 3un nel Bqvd, Suite 430 
EO Box 2168 
Houma. LA 70361-2168 
Phone (504) 86B 0139 
Fax (504) 879-t949 
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necessarily disclose all m atters in the internal control over financial reporting that m ight be m aterial 
w eaknesses. A m aterial w eakness is a condition in which the design or operation of one or m ore of 
the inlem al 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 w ithin a tim ely period by em ployees in the norm al course of perform ing their assigned 
functions. W e noted no uaalters involving the intern al control over financial reporting and ils 
operation that w e consider to be m aterial w eaknesses. 

This report is intended for the inform ation of the Board of D irectors
, m anagem ent and 

file Legislative A udilor oflhe Stale of Louisiana. H ow ever, this report is a m atler of public record, 
and its distribution is not lim ited. 

N ew Orleans, La 
A ugust 21, 1998. 
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~EPO R TS BY M A N A G EM EN T 



The M agnolia School, Inc. 

For the year ended June 30, 1998 

Section I Internal C ontrol and C om pliance M aterial to the Financial Statem ents 

For the year ended June 30, 1997, there w ere no internal control or com pliance issues reported 
or noted. 

Section ll Internal C ontrol and C om pliance M aterial To Federal Aw ards 

For the year ended June 30, 1997, there w ere no internal control or com pliance issues m ateria 
to federal aw ards reported. 

Section IlI M anagem ent L etter 

N ot applicable 
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M A N A G EM EN T 'S C O R R EC TIV E A C T IO N PLA N 

T ile M agnolia School, Inc. 

For the year ended June 30, 1998 

tion I Internal C ontrol and C om pliance M aterial to the Financial Statem ents 

For the year ended June 30, 1998, there w ere no internal control or com pliance issues reported 

or noted. 

tion II Internal C ontrol and C om pliance M aterial To Federal A w ards 

For the year ended June 30, 1998, The M agnolia School, Inc. was not subject to OM B Circular 
A -133, 

tion 11I M anagem ent L etter 

N ot applicable 


