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Bourgeois Bennett 

To the Board of Directors, Gulf Coast Teaching Family Services, Inc., New Orleans, Louisiana. We have audited the accompanying statement of financial position of Gulf Coast Teaching Family Services, Inc., a nonprofit corporation, as of June 30, 1997, and the relatcd statements of activities, changes in net assets, and cash flows for the year then ended. These financial statements are the responsibility of Gulf Coast Teaching Family Services, Inc.'s management. Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform lhe audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Gulf Coast Teaching Family Services, Inc. as of June 30, 1997, and the changes in its net assets and its cash flows for the year then ended in conformity with generally accepted accounting principles. 
In accordance with Government Auditing Standards, we have also issued our report dated December 19, 1997 on our consideration of Gulf Coast Teaching Family Services, Inc.'s internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. 
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Our audit was performed for the purpose of forming an opinion on the basic financial statements of Gulf Coast Teaching Family Services, Inc. taken as a whole. The accompanying supplemental financial inlbrmation listed in the table of contents including the schedule of expenditures of federal awards as required by U.S. Office of Management and Budget Circular A- 133, zkudils of States~I,ocal Governments. an_d_N~!l-~ofit Organizations, are presented for purposcs of additional analysis and are not a required part of the basic financial statements. Such information has been subjected to lhe auditing procedures applied in the audit &the basic financial statements and, in our opinion, are fairly stated, in all material respects, in relation to the basic financial stalements taken as a whole. 

New Orleans, La., December 19, 1997 
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Certified Public Accountants 



Current Assets Cash and cash equivalents Investment securities Receivables: Program Other Prepaid expenses 

STATEMENTDF FJNANCIALPOSITIA)N Gulf Coast Teaching Family Services, Inc. June 30, 1997 

Total current assets Property and Equipment - at Cost Land Building and improvements Construction in progress Leasehold improvements Furniture and equipment Transportation equipment Leased equipment under capitalized leases 

ASSLTS 

l,ess accumulated depreciation and amortization Deposits Total assets LIABILITIES AND NET.ASSETS Current Liabilities Current portion of notes payable Current portion of obligations under capital leases Current portion of mortgage notes payable Accounts payable and accrued liabilities Total current liabilities Long-'Fernt Liabilities, less current portion Notes payable Obligations under capital leases Mortgage notes payable Total liabilities Coumdtments and Contingencies (Notes I and O) Unrestricted Net Assets Total liabilities and net assets See notes to financial statements 

$1,724,427 _ 18,267 

Exhibit A 

$ 199,057 97,600 
1,742,694 102,705 2.142.056 

85,000 113,034 119,477 28,172 349,736 109,573 12,733 817,725 3!9,788 497,937 3,033 $2,643,026 
27,498 2,177 23,763 762,558 815,996 
6,139 8,811 218,766 1,049,712 
1,593,314 $2,643,026 



 
Exhibit B STATEM~E_I~/T OF A_CT!VJ_TLES 

Gulf Coast Teaching Family Services, l[nc. For the year ended June 30, 1997 

Revenue Programs $14,066,343 Other 86,843 Recovery of prior year revenue previously written-off 59,210 Total revenue 14,212,396 
Expenses Administrative and general 2,973,633 Plant operation and maintenance 143,048 Cost related to capital assets 387,435 Dietary 63,957 Laundry and linen 762 Housekeeping 9,366 Personal client needs 109,247 Medical and nursing 28,967 Therapeutic and training 9,823,657 Recreational 37,103 Consultants 109,263 Total expenses . 13~686,438 Increase in Unrestricted Net Assets $ 525,958 
See notes to financial statements. 



 



Gulf Coast Teaching Family Services, Inc. 
Note A- ORGANIZATION 

June 30, 1997 

Exhibit E 

Gulf Coast Teaching Family Services, Inc. is a nonprofit corporation organized exclusively for charitable, religious, educational and scientific purposes. The Organization maintains group homes, child and family centers and other related programs for the youth and their families and provides a program which will give the young people and their families an opportunity to become normalized, independent, productive and respected citizens of the community. These services are provided in the South Louisiana area. Note B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A summary of the significant accounting policies used in the preparation of the accompanying financial statements follows: 1. Basis of Accounting and Financial Statement Presentation The accompanying financial statements are presented on the accrual basis of accounting in accordance with generally accepted accounting principles. The Organization follows the financial statement presentation recommended hy Statement of Financial Accounting Standards (SFAS) No. 117, Finanejitl Under SFAS No. 117, the Organization is required to report information regarding its financial position and activities according to three classes of net assets (unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets) based upon the existence or absence of donor-imposed restrictions. The Organization also follows the recommendations included in SFAS No. 116, Accountine for Contributions Received and Contributions Made. In accordance with SFAS No. 116, contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted, support, depending on the existence and/or nature of any donor restrictions. As of June 30, 1997, the Organization has not received any contributions with donor-imposed restrictions that would result in temporarily or permanently restricted net assets. 



 
Exhibit E (Continncd) 

Note B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 1. Basis of Accounting and Financial Statement Presentation (Continued) The accounts of the Organization are maintained in accordance with the principles of fired accounting. Under fund accounting, resources for various purposes are classified for accounting and reporting purposes into fimds established according to their nature and purpose. Separate accounts are maintained for each fired; however, in the accompanying financial statements, all funds have been combined. 2. Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates. 3. Income Taxes The Organization is a nonprofit organization and exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. 4. Cash and Cash Equivalents For puq~oses of the statement of cash flows, the Organization considers cash on hand and demand deposits to be cash equivalents. 5. Receivables The Organization considers accounts receivable to be fully collectible since the balance consists principally of payments due under governmental contracts. If amounts become uncollectible, they will be charged to operations when that determination is made. 



 



Note C- INVESTMENT SECURITIES Investment securities at June 30, 1997 consist of the following Mutual Fund - U.S. Government Obligations Fund Cost equals fair market value at June 30, 1997 Note D- PROGRAM RECEIVABLES 
Program receivables consist of reimbursements for expenses incurred on fee for' service and per-diem contracts. Program receivables consi as of June 30, 1997: 
State of Louisiana: Department of Public Safety and Corrections Office of Mental ltealth Office of Community Services Office of Citizens with Developmental Disabilities Louisiana Rehabilitation Services Other: Private Total Note E- NOTES PAYABLE Notes payable consists of the following at June 30, 1997 
Note payable - short term: 8.05% annual interest; payable in monthly installments of $4,528 including interest; final payment due November 1997. F.quipment obligation: 15.5% annual interest; payable in monthly installments of $549 including interest; final payment due June 1999. Total 



Note E- NOTES PAYABLE (Continued) 
Exhibit E (Continued) 

The equipment obligation is secured by equipment costing $26,555. Interest expense oll notes payable was $3,208 for the year ended June 30, 199"7. The maturities of the notes payable are as follows Year Ending June 30, 1998 1999 
Total 

Note F- OBLIGATIONS UNDER CAPITAL LEASES 

$27,498 _.6,139 ~43.637 
The obligations under capital leases as of June 30, 1997 consists of the following 

()ffice equipment capitalized lease obligation, discounted at a rate of 13.55%, due in monthly installments of $299 to June 2001. $10,865 Office equipment capitalized lease obligation, discounted at a rate of 15%, due in monthly installments of $123 to August 1997. 
Less current maturities Total 

_. 123 10,988 __2,177 $8,811 
Interestexpense on capitalizedleaseoblig~ionsfortheyearendedJune 30,1997totaled $316. 



Note F- OBLIGATIONS UNDER CAPYI'AL LEASES (Continued) The future minimum lease payments as a result of these noncancellable together with the present value of the minimum lease payments as of June 3 follows: Year Ending June 30. 1998 1999 2000 2001 Total futureminimum lease payments Amount representing imputed interest 

$ 3,414 3,590 3,590 _ 3,590 
14,184 
_ 3,196 Present value of capitalized lease obligations 10,988 

Note G - MORTGAGE NOTES PAYABLE Mortgage notes payable consists of the following at June 30, 1997 
Note payable: 10.5% annual interest; payable in monthly instaUments of $1,941 including interest; final $ 62,529 payment due August 2000. Note payable: 8.5% annual interest; payable in monthly installments of $1,772 including interest; final payment due July 2012. Total 

12 

180,000 
~_42,529 



 
Exhibit E (Continued) 
,311. Inlercsl yable, lolalcd 

0,1997 



Note I - COMMITMENTS 
Exhibit E (Continued) 

Tile Organization leases facilities and equipment under operating leases expiring through the year 2001. Rental expense related to these leases was $305,611 for the year endcd June 30, 1997. Minimum future rental payments due under these leases as of June 30, 1997 are as follows: Year Ending June 30. 1998 1999 2000 2001 2002 Total 

$287,976 124,796 89,421 49,022 1.568 
Management expects that in the normal course of business, leases will be renewcd or replaced by other leases. On October 3, 1997, the Organization entered into a construction contract for certain renovations to a group home. The Organization has secured financing for the contrac! cost which approximates $61,000. 

Note J - PENSION PLAN The Organization has a defined contribution pension plan covering substantially all of its full-time and part-time employees. There were no contributions for the year ended June 30, 1997. 
Note K - CONCENTRATIONS OF CREDIT RISK State law requires that deposits of all political subdivisions be fully collateralized at all times. Acceptable collateralizations includes FDIC/FSLIC insurance and the market value of securities purchased and pledged to the political subdivision. The Organization, being a quasi-public nonprofit entity, is required to comply with these regulations. Obligations of the United States, the State of Louisiana and certain political subdivisions are allowed 



Note K - CONCENTRATIONS OF CREDIT RISK (Continued) 
Exhibit E (Continued) 

as security for deposits. Obligations furnished as security must be held by the political subdivision or with an unaffiliated bank or trust company fbr the account of the political subdivision. At various times during the year, deposits in excess of FDIC insurance were collateralized by the securities described above. 
Note L- UNEMPLOYMENT INSURANCE FUND Effective July 1, 1992, the Organization became self-insured for employee unemployment compensation claims through the establishment of an Organization unemployment insurance fund. For the year ended June 30, 1997, payments totaling $72,645 were made from program funds to the unemployment insurance fund which is accounted for as revenue of thc unemployment insurance fund and an expense of the related program. The unemployment insurance fund reimburses the general fund for all direct and indirect costs in administering the program and transfers all interest income earned on unemployment insurance funds to the general fund. All known claims as of June 30, 1997 have been recorded in the financial statements. The fund balance of the Unemployment Insurance Fund totaled $85,235 as of June 30, 1997. The Unemploymen! Insurance Fund balance is included in unrestricted net assets for financial statement presentation. 
Note M - CASH FLOW INFORMATION 
During the year ended June 30, 1997, cash paid for interest totaled $12,532 Note N- ECONOMIC DEPENDENCY The Organization receives a majority of its revenue from funds provided through programs administered by the State of Louisiana. The program amounts are appropriated each ycar by the federal and state governments. If significant budget cuts are effected at the federal and/or state level, the amount of the funds the Organization receives could be reduced significantly and have an adverse impact on its operations. Management is not aware of any actions that will adversely affect the amount of funds the Organization will receivc in the next fiscal year. 



 
Exhibit E (Continued) 

Note O - CONTINGENCIES Programs administered by the Organization are subject to review and audit by the various funding agencies. Accordingly, any disallowed payments which may arise as a result of these audits, may be recovered by the fimding agencies in subsequent years. 
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Schedule l C~~~MRINI?.I'~ ~TATEM|?,NT OF EXPENSES BY FUND 

Gulf Coast Teaching Family Services, l[nc. For the year ended June 30, 1997 
Totals-Program, Administrative Unemployment & General Insurance Funds Fund Total Administrative and ~general $ 2,929,558 $ 44,075 $ 2,973,633 Plant operation and maintenance 143,048 143,048 

Cost related to capital assets 387,435 387,435 1)ietary 63,957 63,957 Laundry and linen 762 762 I lousekeeping 9,366 9,366 Personal client needs 109,247 109,247 Medical and nursing 28,967 28,967 Therapeutic and training 9,823,657 9,823,657 Recreational 37,103 37,103 
Consultants 109,263 - 109,263 Totals $13,642,363 $ ,14,075 $13,686,438 
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matters coming 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 affec! thc Organization's ability to record, process, summarize and report financial data consistent with the assertions of management in the financial statements. Reportable conditions are described in the accompanying schedule of findings and questioned costs as items 97-1 through 97-7. A material weakness is a condition in which the design or operation of one or more of the internal control cornponents does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. 1 lowever, we believe none of the reportable conditions described above is a material weakness. This report is intended for the information of the Board of Directors, management and others within the Organization, the State of Louisiana - Department of Health and Hospitals and the State of Louisiana - Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 

Certified Public Accountants. New Orleans, La., December 19, 1997. 
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Schedule SR-2 
Gulf Coast Teaching Family Services, Inc. 

A. Summary of Audit Results 

Forthe yearended June 30,1997 

1. Tlae auditor's report expresses an unqualified opinion on the financial statements of Gulf Coast Teaching Family Services, Inc. 2. Reportable conditions disclosed during tile audit of the financial statements are reported in Part B of this Schedule. None of the conditions are considered material weaknesses. 3. No instances of noncompliance material to the financial statements of Gulf Coast Teaching Family Services, Inc. were disclosed (luring the audit. 4. There were no reportable conditions disclosed during the audit of the major federal award programs. 5. The auditor's report on compliance for the major federal award programs for Gulf Coast Teaching Family Services, Inc. expresses an unqualified opinion. 6. Audit findings relative to the major federal award programs for Gulf Coast Teaching Fanlily Services, Inc. are reported in Part C of this Schedule. 
7. The program tested as a major program was 
Title IV-E, Independent Living 

Federal _CFDA Number 93.674 8. The threshold for distinguishing Types A and B programs was $300,000 9. Gulf Coast Teaching Family Services, Inc. was not determined to be a low-risk auditee 
39 



 
Schedule SR-2 (Continued) 

13. Reportable Conditions - Financial Statement Audit 97-1 Computer Software Condition - Present software packages do not include all the necessary controls to ensure the integrity of data being processed. We noted several instances in which earryforward totals were changed without a detail trail to follow and where data was apparently lost when the system was interrupted. The system is slow in processing data. Recommendation - We understand that management has been evaluating software packages. The new software package should be installed as soon as possible. 97-2 Billings and Collection System Condition - The sub-ledger of program receivables was not reconciled to the general ledger receivable and revenue accounts on a monthly basis. Revenues were not reconciled with the provider's contract terms on a current basis. Recommendation - The sub-ledger of program receivables should be reconciled to the general ledger monthly. Receivables for each program should be reviewed to assure that receipts are in agreement with the contract's terms, as applicable. 97-3 Extraordinary Costs Condition - Under the terms of a certain contract the Organization must notify the grantor agency of any reduction greater than 5% for an extraordinary cost due to a decrease in need. Due to a misunderstanding &contract terms, the organization failed to make such notification. Recommendation - The Organization must monitor all eonlract terms to assure that all requirements are followed and changes in conditions are :reported to grantor agencies. 97-4 Expense Allocation Condition - There were instances where no clear indication of how allocation percentages were derived for invoices allocated to different programs. Recommendation - The basis for allocation of an expenditure to various programs should be documented. 
40 



 
Schedule SR-2 (Continued) 

97-5 Account Coding of Expense Invoices Condition - Account codings were not documented or were incorrectly recorded on certain requests for checks. Recommendation - All requests for checks should be properly coded and such coding should be reviewed by management before payment of the invoice. 97-6 Support For Disbursement Condition - Checks were written as payments to vendors with no invoice to support the payment or a copy of an invoice was used as support for payment. Recommendation - Checks for vendor payments should be issued only upon presentation of an original vendor invoice that has been approved for payment by the proper management personnel. 9'7-7 Billings In Excess of Budget Condition - Billings were in excess of allowable budget amounts for some contracts. The Organization has recorded such anaounts as a payable to the funding agency. Reeommendatlon - Account billings should be reviewed to assure that they do not exceed allowable costs under the terms of the contract. C. Findings and Questioned Costs - Major Federal Award Program There were no findings or questioned costs disclosed during the year ended June 30, 1997. 
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g! TMMARV OF PRIOR YEAR AUDIT FINDINGS 
Gulf Coast Teaching l?amily Services, Inc. For the year ended June 30, 1997 

96-1 Receivables- Collections 

Selnedule SR-3 

Condition - As of June 30, 1996, the Organization had program receivables totaling $1,310,230. The delay in collecting these amounts has created a cash flow problem for the Organization. (June 30, 1995). Recommendation - We recommend the Organization formulate written collection procedures for management to follow in the collection of ow,~rdue accounts. Status - This finding has been resolved as of June 30, 1997 96-2 Vendor 1099's Condition - The Organization's EI)P system captures transactions with vendors that arc recorded as accounts payable and paid through their operating account. Some vendor payments are being made by the regional offices from their petty cash accounts and arc reflected as an expense and petty cash reimbursement rather than as accounts payable transactions. These are not a part ofthe vendor's history when 1099's are prepared. (June 30, 1996). Recommendation - We recommend the Organization immediately adopt and implement policies and procedures prohibiting disbursement by the regions from petty cash to any vendor who may require a 1099, pursuant to the Internal Revenue Code. It is further recommended that a review of all petty cash payments made in 1996 be initiatcd immediately to assure all reportable amounts for applicable w:ndors are included on thcir 1099's for 1996. Status - This finding has been resolved as of June 30, 1997 
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GULF COAST TEACHING FAMILY SERV][CES, INC. Auditor's Reportable Conditions and Recommendations Corrective Action Plan For the year ended June 30, 1997 

97-2 A new accounts receivable software package was installed during the 1996/1997 fiscal calendar year. Data for file current ),ear was input and the sub-ledger was reconciled as of June 30, 1997. Effective July 1, 1997, the sub-ledger will be reconciled monthly on a timely basis. For Fiscal Year 1997/1998, revenues/receivables for' each applicable program will be reviewed monthly in relation to the contract's terms. This monthly review will start on January 1,1998. 
97-3 The particular contract concerned was monitored, however, the Program Director misinterpreted the contract terms (interpretation was that notification was required when it was considered that there was a significant decrease in provided services. An individual with the grantor agreed with this interpretation; while, another representalive advised that notification is required when there is a reduction in service costs). The program director and other responsible parties are now properly informed. Effective July 1,1998, an individual at the central office was assigned responsibility for all contracts. The responsibilities include but are not limited to monitomlg the contracts and assuring compliance with the terms. 



GULF COAST TEACHING FAMILY SERVICES, INC. Auditor's Reportable Conditions and Recommendations Corrective Action Plan For the year ended June 30, 1997 
9"7-4 Allocation percentages are based on various formulas e.g. square footage, time or usage for a program, etc. Some formulas are clearly documented and others are based on observations of the regional directors and program directors. In addition, the development of a new Accounts Payable Procedure Policy has begun. "['he new written procedures are scheduled to be in place February 1, 1998 These procedures will require a review and the documentation for the basis of the allocation of expenditures to the various programs. 97-5 A new Accounts Payable Coordinator was hired for the accounting staff in October, 1997. The new coordinator is not processing any requests for checks that do not contain the proper coding and management approval. During July 1997, the accounting staff conducted training sessions for certain persons responsible for coding requests for checks. 
The new Accounts Payable Procedures Policy (see 97-4) will include guidelines for coding. Additional training sessions will be conducted in connection with the implementation of the new procedures. 97-6 A new Accounts Payable Coordinator was hired for the accounting staffin October, 1997. The new coordinator is not processing any requests for checks that do not have an original invoice support and the proper nnmagement approval. The new Accounts Payable Procedures Policy (see 97-4) will include insta'uctions for preparation of requests for checks and providing original invoice support. Training sessions will be conducted in connection with the implementation of the new procedures. They will focus on proper invoice support for vendor payments. 



GULF COAST TEACHING FAMILY SERVICES, INC. Auditor's Reportable Conditions and Recommendations Corrective Action Plan For the year ended June 30, 1997 
9'7-7 In conjunction with the reconciliation of file accounts receivable sub-ledger, the general ledger accounts, and the review of receipts/contract terms (see 97-2); billings will be reviewed to assure that they do not exceed allowable costs under amounts that are close to or do vary from the approved budget. The identified aceounts/aJnounts will be reported to regional/program directors for appropriate action. This responsibility has been assigned to a particular function at the Central Office. In addition, a new Billing/Accounts Receivable Procedures Policy will be developed during the 1997/1998 Fiscal Year. These procedures will provide instructions and responsibilities for assuring that billings do not exceed allowable costs under the terms of the contracts. The new procedures policy is scheduled to be put in effect April 8, 1998. 
CONTACT PERgON RERPON~11~T.1~. FOR CORRECTIVE ACTION DAVID BARRER C~3N/TRt'31 .117R 
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