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)JT_ORS'_REPORT 

To tbe Board of Directors Multi-Service Center for the Ho~ne]ess, ]inc. 
We were engaged to audit the accompanying statement of financial position of Multi-Service Center for the Homeless, Inc. (the Center) as of December 31, ]996, and the related statements of activities and changes in unrestricted net assets, and cash flows for the year then ended. These financial statements are the responsibility of the Center's management. 

Because of the significance of the matters discussed in the preceding paragraph, the scope of our work was not sufficient t~, enable us to express, and we do not express, an opinion on the financial statements referred to in the first paragraph. As discussed in NOTE 2 to the financial statements, during the year ended December 32, 2996, the Center' changed its method of accounting for contributions received and applied newly established financial reporting standards for not-for-profit organizations. 

650 S. PIERCE sr./SUITE 203, NEW ORLEANS, I._A 70119 (504) 482-8733 FAX (504) 486-8296 



I_T OR_K,S/__RE P 0 R T (CONTINUED) 

To the Board of Directors Multi-Service Center for the Homele:~s, Inc. Page 2 

Our audit: was made for the purpos:e of forming an basic financial statements taken as a whole. The InformatJo1~ at; listed in the Table of Contents is opinion on the Supplementary presented for purposes of additional analysis arid is not a required part of the basic financial statements, such information has been subjected to the auditil%g procedures applied in the audit of the basic financial statements. For reasons stated in the second paragraph, we do not express an opinion on the basic financial statements. Similarly, we do not express an opinion on the Supplementary Information as listed in the Table of Contents. In accordance with ~ovorD~e_!L~__~M~i~t issued a report: dated June 27, 1997 Center's internal control structure 1997 on Its compliance with laws, grants. 
BRUNO & TERVLAON CERTIFIED PUBLIC ACCOUNTANTS June 27, ~.997 

Bruno Tervalon C[F, JIIFI[D PUBLIC ACCOUNIANIS 

~ng__Stan4ar4~, we have a on our consideration of and a report dated June regulations, contracts 
Iso the 27, and 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. STATEMENT OF FINANCIAL POSITION DECEMBER 31, 2996 

_A S_,5_~D '_.S 
Cash Grants receivable Accounts receivable-employee (less allowance for doubtful accounts of $730,173) (NOTES 3 and i0) Other assets Property and equipment, net of accumulated depreciation (NOTE 4) Total assets 

b~abiliti~es: Accounts payable and accrued ]iabilitSes Due to the city of New Orleans (NOTES 6 and I0) ]Loan payable to related party (NOTE 5) Total liabilities 
CONTINGENCIES AND COMMITMENTS (NOTES 9 AND i0) 
bl~L Assetf[: Unrestricted Total net assets Total liabilities and net assets 

$ 26,094 30,583 
-0- 3,486 _74,263 

$ 11,297 44,100 1.200 56,59_Z 

77,8~9 77,829 $!34 4a~26 

The accompanying notes are an integral part of these financial statements. 



 
MUI.TI-SFRVICE CENTER FOR THE HOMELESS, INC. STATEMENT OF ACTIVITIES AND CHANGES IN UNRESTRICTF, D NET ASSETS FOR THE YEAR ENDED DECEMBER 31, 1996 

S u/~Jort: Grants-Federal passed through the City of New Orleans Grants-city of New Orleans In-kind support (NOTE 7) Total support 
Revenue: Contributions Other 

~_x~gnses: 
Total revenue Total support and revenue 

Program services: Emergency Shelter Grants Hea]thcare for the Homeless City of New Orleans Grant Support services: Management and genera] Total expenses Ch~mge in unrestricted net assets Unrestricted net assets, beginning of year as previously reported Pr:[or period adjustment (NOTE l]) Unrestricted net assets, beginning of year, as restated UnrestrJcted net assets, end of year 

$117,025 107,000 6__~4_,_4 141 ~__88,166 
471 ___5~205 5,676 29~3 842 
176,728 8,528 94,005 31,81~ ~ii,080 L17,238) 
79,760 15,307 
95~06Z 

The accompanying notes are an integral part of these financial statements. 



MUI.TI-SERVICE CENTER FOR THE HOMELESS, INC. STATEMENT OF CASH FLOWS For the Year Ended December 31, 1996 

_s_: Change~nunrestricted net assets Adjustments to reconcile change Jn net assets to net cash provided by operating activities: Depreciation Prior period adjustment ange~_~Das~_~ts and liabi/~!l_e~~: Decrease (increase) in: Grants receivable Other assets Increase (decrease) in: Accounts payable and accrued ]iabilities Due to city of New Orleans Net cash provided by operating activities 
~h Flow F_r_oQm Inyestina ActiVztle_~: Purchase of furniture and equipment Net cash used in operating activities 
prineip--a--l~)a~ym~3nt on loan to related Net cash used in financing activities Increase in cash Cash, beginning of year Cash, end of year 
Interest Paid )n: 

party 

$(17,238) 
9,963 15,307 
(21,621) (336) (15,693) 44,100 14,482 
(13,325) (13.325) 
(3o0) (3oo) 857 25,~37 
$ 5~6_3A 

The accompanying notes are an integral part of these financial, statements. 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE F~NANCIAL STATEMENTS 

NOTI~ 1 - Nature of Activities: The Multi-Service Center for the Homeless, Inc. (the (:enter) is a non-profit corporation organized under the laws of the State of Louisiana. The Center's primary purpose is to offer comprehensive assessment and case planning to the homeless with the goal of empowering them to regain control over their own destiny, and to become sel f-suf ficient and self- advocates. During the year administered the ended December 31, 1996 the Center following programs and grants: o Emergency Shelter Grant o Healthcare for the Homeless 0 city of New Orleans Grant o General Fund 
Below is a brief description of each program or grant administered: 
The Emergency Shelter Grant, funded by the U.S. Department of Housing and Urban Development passed through the City of New Orleans, provides funds for essential operation services to assist in alleviating the problem of homelessness in the City of New Orleans. 
Hea]thcare for the Homeless 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 1 - ~at~re of Activities, Continued: 
C~tv of New Orleans Grant The City of New Orleans Grant, funded by the City of New Orleans, provides funds to comprehensively address the needs of homeless individuals and families to empower them to regain control over their lives and restore them to a position of self- sufficiency and dignity. General Fund The resources are primarily derived from public contributions and are used to fund the operations of the Center not directly covered by specific programs or grants administered by the Center. 

NOTE 2 - Summary of SianificantL Aqcountinq Polici~: Princinles of Accountln~ The financial statements of the Center are prepared in accordance with generally accepted accounting principles, and are prepared on the accrual basis. Promises to Give Contributions are recognized when the donor makes a promise to give the Center that is, in substance, unconditional. Contributions that are restricted by the donor are reported as increases in unrestricted net assets if the restrictions expire in the fiscal year in which the contributions are recognized. All other donor- restricted contributions are reported as increases in temporarily or permanently restricted net assets depending on the nature of the restrictions. When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets. The Center uses the allowance method to determine uncollectible unconditional promises receivable. The allowance is based on prior years" experience and management's analysis of specific promises made. 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Summary of Sionificant Acc.ountino Policie 
Contributed Services 

, Continued: 
During the year ended December 31, 1996, the value of contributed services meeting the requirements for recognition in the financial statements was not material and has not been recorded. In addition, many individuals volunteer their time and perform a variety of tasks that assist the Center. 
]!~t_!~_m~ t CLs 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. 
Property and EauiDment Donations of property and equipment are recorded as support at their estimated fair value. Such donations are reported as unrestricted support unless the donor has restricted the donated asset to a specific purpose. Assets donated with explicit restrictions regarding their use and contributions of cash that must be used to acquire property and equipment are reported as restricted support. Absent donor stipulations regarding how long those donated assets must be maintained, the Center reports expirations of donor restrictions when the donated or acquired a~sets are placed in service as instructed by the do~~or. The Center reclassifies temporarily restricted net assets to unrestricted net assets at that time. Property and equipment are depreciated using the straight-line method. 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - 
~n an ci a_l . St a t eme_nt P_r.gLs~D_t at i on 

, Continued: 
In 1996, the Center elected to adopt Statement of Financial Accounting Standards (SFAS) No. 117, "Financial Statements of Not-for-Profit Organizations". Under SFAS No. 117, the Center 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. In addition, the Center is required to present a statement of cash flows. As permitted by this new statement, the Center has discontinued its use of fund accounting and has, accordingly, reclassified its financial statements to present the three classes of net assets required. This reclassification had no affect on the change in net assets for 1996. 
Zg~i~butions The Center also elected to adopt SFAS No. 116, "Accounting for Contributions Received and Contributions Made", in 1996. In accordance with SFAS No. 116, contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted support depending on the existence of nature of any donor restrictions. The effect of this new statement had no effect on the change in net assets for 1996. 
!Dco__me Taxes The Center is a not-for-profit organization that is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. 



MUIbTI-SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - 
Pronertv and Eauinment 

, Continued: 
The Center follows the practice of capitalizing all, property and equipment expenditures over $500. Depreciation is computed under the straight-line method for all depreciable assets over their respective estimated useful life. [~he estimated useful lives are as follows: 
Building and improvements Furniture and equipment 

Fair Value of Financial ~d!struments 
years years 

The fair value of financial instruments approximate their carrying value at December 31, 1996. 
Functional AllocatSon of Expenses The costs of providing the various programs and other activities have been summarized on a functional basis. Accordingly, certain costs have been allocated among the programs and supporting services benefited. 
Total Column on Schedule of Functional Expenses The total column on the schedule of functional expenses is captioned "memorandum only" to indic:ate that it is presented only to facilitate financial analysis. Such data is not comparable to a consolidation. Inter-fund eliminations have not been made in the aggregation o~ th~s data. 

i0 



MULTI--SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 3 - Accounts Receivable - EmPloYee: 
An Independent Accountant's Report on the application of certain agreed-upon procedures dated, September 17, 1996 indicated that checks totaling $30,173 were made payable to and endorsed by, oi" on behalf of a Multi-Service Center employee. It is management's opinion that these amounts represent unauthorized transactions executed by a former employee Of the Center and as such have recorded those amounts as due from that former employee. Management has instituted legal proceedings to recover funds related to those unauthorized transactions. However, due to the uncertainty related to collectibility an allowance for the entire amount has been established. 

NOTE 4 - ProDertv and EauiDment: At Decermber 31, 1996 property and equipment consisted of the following: 
Building improvements Furniture and equipment 
Less: accumulated depreciation Total 

$ 73,650 ~ 39,536 113,186 (38,~23) 
Depreciation expense was $9,963 for the year ended December 31, 1996. 

NOTE 5 - Loan Pavable to Related Party: At December 31, 1996 loan payable consisted of an unsecured, non-interest bearing 10an with no stated maturity to a Board member. 

Ii 



MULTI--SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 6 -- Due~Q the City of New_._(ir_l_ean~ 
At December 31, 1996 amounts due to the City of New Orleans consisted of the following: 
Unsupported cost reimbursed by the City of New Orleans $15,649 Unauthorized disbursement of City of New Orleans grant funds by a former Center Employee 

See NOTE i0 for further details. 
NOTE 7 - In-Kind SUDDOrt: 

28,451 $~oo 

For the year ended December 31, 1996, the Center provided in-kind support as required by agreements with the City of New Orleans for the Emergency Shelter Grant Programs in the amount of $64,141. This in-kind support primarily consist of articles of clothing provided to the homeless supplied to the Center by local retailers recorded at their estimated fair value. 
NOTE 8 - _L~it~Lat~:on : Currently, the Center is involved in litigation to seek recovery of unsupported and unauthorized disbursements of $30,173 made by a former employee of the Center. These matters have also been referred to the Federal Bureau of Investigation and the District Attorney of New Orleans. The outcome of this litigation and investigation cannot be determined at this time. 
NOTE 9 - COQ~tments : The Center leases its facilities under an operating lease expiring February 28, 2002. 

12 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL .'3TATEMENTS, CONTINUED 

NOTE 9 - C~_tm~gnts, Continued: 
Minimum future rental payments under this lease having remaining terms in excess of one-year as of December 31, 1996 and for subsequent years is as follows: 

1997 1998 3999 2000 2001 2002 
$18,000 18,000 18,000 18,000 18,000 3,000 

Rental expense for the year ended December 31, 1996 under this lease was $19,837 which includes an escalating clause in accordance witll the Consumer Price Index. 
NOr.PE I0 - ~9-~/!g~ : The Center is the recipient of various grants and awards of Federal funds passed through the City of New Orleans as well as grants directly from the City of New Orleans. The administration of the programs and activities funded by these grants and awards is under the control of the Center and is subject to audit and review by the applicable funding sources or their designee. Any grant or award found not to be properly spent in accordance with the terms, conditions and regulations of the funding source may be subject 1;o recapture. As of the date of this report, an independent accountant's report on applying agreed-upon procedures dated September 17, 1996 issued by a certified public accounting firm of operations and activities of certain programs have revealed checks totaling $30,].73 ($20,182 and $9,991 in 1995 and 1996; respectively) were made payable to, and endorsed by, or paid on behalf of a Multi-Service Center employee (See NOTE 8). It is management's opinion that these amounts represent unauthorized transactions and as such $28,451 is due to the City of New Orleans designated for repayment by the Center. The difference of $1,722 represents funds from the Center's other revenue sources (non-grant funds). 

13 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. NOTES TO THE FINANCIAL .~;TATEMENTS, CONTINUED 
NOTE I0 - ~~.o1~til~.~_e_x~Gies, Contir~ued: 

NOTE ii - 

]in addition, the Center' was reimbursed in the amount of $15,649 related to an incorrect cost control statement submitted to the City of New Orleans which was subsequently revised and resubmitted. This amount is classified as a payable to the City of New Orleans resulting from the unearned reimbursement (see NOTE 6). 
Unrestricted net assets at the beginning of 1996 has been adjusted via certain journal entries recorded during the year to correct various errors relating to 2995. The supporting documentation related to these journal entries could not be located and was unavailable for review. Had these journal entries been recorded in 1995 net income for 1995 would have beer, increased by $15,307. NOTE 12 - ~U/l~:t~Q/~l Classifiq~t$1(~ os[_~]xPenses: The following represents the expenses of the Center by functional classification. 

Salaries and wages P~yrc,]l taxes and benefits Professional services Telet~one and telegraph Occupancy Supplies Repairs and maintenance Dues and subscriptions Other In-kind Penalties and interest Loss due to theft Provision for bad debt Depreciation 

RAM SERVICE~ E~ergency Shelter T0~ Gra__nn~.__ $ 90,188 $ 53,466 8,364 34,061 4,551 31,456 4,000 2,602 162 10,596 64,141 10,832 9,991 30,173 

4,959 12,283 3,729 29,354 2,83.3 3.,468 -0-: 4,409 64,141 -o.. -0.- -0.- 

Healthcare for the ~ etless_ City of New Orleans $7,646 $29,076 2,523 21,778 822 2,102 1,187 1,134 162 4,756 -0-" 10,617 9,991 -0- 9,857 

SUPPORT ~_v!css Management and Ge~neral 
-0- -0- -0- -0- -0- -0- -0- 1,431 -0- 215 -0- 30,173 -0- 

14 
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~lt Terwalon M~CHAEt B BRUNO. CPA ALC;bDE J ]ERVA ON. JR. CPA WALDO J MO[([1 JF~ CPA 
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED __./_N~CCORDANCE WITH GOV_F,._R_N~MENT AUDITING STANDARDS __ 
To the Board of Directors Multi-Service Center for the Homeless, Inc. 
We were engaged to audit the financial statements of Multi-Service Center for the Homeless, Inc. (a nonprofit organization) (the Center) as of and for the year ended December 31, 1996, and have issued our report thereon dated June 27, 1997. In our report we were unable to express an opinion because of the Center's inability to provide detailed property records and certain prior year records and supporting data. We conducted our audit in accordance with generally accepted auditing standards and Governmen.t_~Auditin_g Standard,i, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The management of the Center is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed ]n accordance with management ' s authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted ac(;ounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any ewiluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 

17 
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INDEPENDENT AUDITORS' RE, PORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED (CONTINUED) 

In planning and performing our audit of the financial statements of the Center for the year ended December 31, 1996, we obtained an understanding of the internal control structure. With respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control ri~k in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, cold adversely affect the Center's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements (See Schedule of Reportable Conditions). A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would ]De 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 structure would not necessarily disclose all matters Jn the ~nternal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we 

Bruno CE RTIFIE D PUB[ IC ACCOUNIANIS Tervalon 
18 



INDEPENDENT AUDITORS' REPORT ON INTERNAl, CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED ( CONTINUED ) 

noted the following matter involving the internal control structure and its operation that we consider to be a material weakness as defined above. This condition was considered in determining the nature, timing and extent of the procedures to be performed in our audit of the financial statements of the Center for the year ended December 31, 1996. We consider the Center's lack of a record retention and storage policy to be a material weakness (See Schedule of Reportab]e Conditions ) . We also noted other matters involving the internal control structure and its operation that we have reported to the management of the Center in a separate letter dated June 27, 1997. This report is intended for the information of the Board of Directors, Legislative Auditor and management. However, this report is a matter of public record, and its distribution is not limited. 
BRUNO & TERVALON CERTIFIED PUBI.IC ACCOUNTANTS June 27, 1997 

19 D]r111]lllO CER~I~,ED eUBLIC ACCOUNTANTS Ten~dlon 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL ~TRI~CqlIJRE U~qED IN ADMINISTERING FEDERAL AWARDS ( CONTINUED ) 

In planning and performing our audit for the year ended December 31, 1996, we considered the internal control structure of the Center Jn order to determine our auditing procedures for the purpose of expressing our opiniens on the financial statements of the Center and on its compliance with requirements applicable to major programs and to report on the internal control structure in accordance with OMB Circular A-133. This report addresses our consideration of ~nternal control structure policies and procedures relevant to compliance with requirements applicable to federal award programs. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements ~n a separate report dated June 27, 1997. The management of the Center is responsible for establishing and maintaining an internal control structure. In fulfilling th~s responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles, and that federal award programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any internal control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the structure te future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 

21 B~.~[~ CE RTIF IE [) PUBLIC ACCOUNTAN'iS Tervalon 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS ( CONTINUED ) 

For the purpose of this report, we have classified the significant internal control structure policies and procedures used in administering federal award programs in the following categories: 

Bruno 

_Account ing ~Cont ro_l~s 
Cash Support, program service fees, Revenues, and receivables Donated materials, facilities, and services Expenses for program and supporting services and accounts payable Payroll and related liabilities Property and equipment Debt and other liabilities Governmental financial assistance programs 

General Recmirement~ o Political Activity o Civil Rights o Cash Management o Federal Financial Reports o Allowable costs/cost Principles o Drug-free Workplace Act o Administrative Requirements 
Spec i ~ i_c_ I~ ~u__i remen_~ o Types of services allowed or unallowed o Eligibility o Matching, level of effort, or earmarking and allowability of amounts claimed or used for matching o o Federal financial reports and claims for advances and reimbursements Special tests and provisions, if any 

C[]Rlfl:IE D PUI3LIC ACCOUNIANIS Terwalon 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS ( CONTINUED ) 

For' all of the internal control structure categories listed in the preceding paragraph, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended December 31, 1996, the Center expended ninety-two (92) percent (92%)of its total federal awards under major federal award programs. We performed tests of controls, a~: required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing claims for advances and reimbursements and amounts claimed or used for matching that are applicable to each o~ the Center's major federal award programs, which are identified Jn the accompanying Schedule of Federal Awards. Our procedures were less in scope that would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such 8n opinion. We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the Center's ability to administer federal award programs in accordance with applicable laws and regulations. (See Schedule of Reportable Conditions). A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal award program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. 

C~R11FdED PUBLIC ACCOUNTANIS ~g Tervalon 
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INDEPENDENT AUDITORS' RE, PORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS (CONTINUED) 

Our consideration of the internal control structure policies and procedures used in administering federal awards would not necessarily disclose all matters in the internal control structure that might, be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we noted the following matter involving the internal control structure and its operation that we consider" to be a material weakness as defined above. This condition was considered in determining the nature, timing, and extent of the procedures to be performed in our audit of the compliance of the Center with requirements applicable to its major federal award programs for the year ended December 31, 1996, and this report does not affect our report, thereon dated June 27, 1997. We consider the Center's lack of a record retention and storage policy a material weakness (See Schedule of Reportable Conditions). We also noted other matters involving the internal control structure and ~ts operation that: we have reported to the management of the Center in a separate letter dated June 27, 1997. This report is intended for the information of the Board of Directors, Legislative Auditor and management. However,this report is a matter of public record, and its distribution is not limited. 
BRUNO & TERVALON CERTIFIED PUB1JC ACCOUNTANTS June 27, 3.997 

Bruno CERTIFI[D PUBLIC ACCOUNTANIS ~h~ Tervalon 24 
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MULTI-SERVICE CENTER FOR THE HOMELESS, INC. SCHEDULE OF REPORTABLE CONDITIONS 

During our audit, we noted that the accounting records relative to various building improvements could not be located when needed. The causes of the problem appeared to be a lack of a clearly specified system for filing and retaining records and a lack of specific policy for removing prior year records from the files to a designated storage space. This condition could present problems when documents are needed in support of tax returns and other reports subject to audit by us or other governmental agencies. (See the Schedule of Findings, Recommendations and Questioned Cost). 
We recommend the establishment of a policy specifying which records should be retained permanently and which records should be kept only for a given period before being destroyed and how long that period should be. (It might differ for different types of documents). Also, decide on when records should be removed from more accessible files to other storage areas. For example, some organizations keep the current and prior year records in the accounting department or in storage rooms on the organizations' premises and store older records in off-site warehouses. Additionally, assign personnel the responsibility to periodically clean out the files in accordance with established policy is also recommended. 
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MULTI-SERVICE CENTER FOR THE HOMELESS, INC. SCHEDULE OF REPORTABLE CONDITIONS, CONTINUED 

We noted during the course of the audit, that the genera] ledger and related bank reconciliations are not being prepared on a timely basis. Untimely bank reconciliations and genera] ledger preparations contribute to a weak control environment that could potentially allow for future occurrences of unauthorized transactions and not be detected on a timely basis. 
~ECO~__~_D__ATI~ We xecommend that the general ledger and related bank reconciliations be prepared and reviewed by management on a timely basis to ensure that all transactions have been executed in accordance with management's authorization and that those transactions are properly summarized and posted. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ____~O_~_~NCE WITH GOV~.N_~ENT AUDITING STANDARDS 
To the Board of Directors Multi-Service for the Homeless, Inc. 
We were engaged to audit the financial statements of Multi-Service Center for the Homeless, Inc. (a nonprofit organization) (the Center) as of and for the year ended December 31, 1996 and have issued our report: thereon dated June 27, 1997. In our report we were unable to express an opinion because of the Center's inability to provide detailed property records and certain prior year records and supporting data. We conducted our audit ~n accordance with generally accepted auditing standards and Governmert~_~uditil~g Standards_, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the Center is the responsibility of the Center's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Center's compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ( CONTINUED ) 

The results of our tests disclosed instances of non-compliance that are required to be reported herein under Government Auditing Standards (See Schedule of Findings, Recommendations and Questioned Co~;ts). We considered these instances of non-compliance in forming our opinion on whether the Center's financial statements are presented fairly, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated June 27, 1997 on those financial statements. This report is intended for the information of the Board of Directors, Legislative Auditor and management. However, this report is a matter of public record, and its distribution is not limited. 

BRUNO & TERVALON CERTIFIED PUBLIC ACCOUNTANTS June 27, 1997 

C[ RTIFIED PUBLIC ACCOUNIANTS ag Tervalon 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO F E D ERA_L_JkWAR__D__ PROG RAM S 

To the Board of Directors Multi-Service Center for the Homeless, Inc. 
We were engaged to audit the financial statements of Multi-Service Center for the Homeless, Inc. (a nonprofit organization) (the Center) as of and for the year ended December 31, 1996, and have issued our report thereon dated June 27, 1997. In our report, we were unable to express an opinion because of the Center's inability to provide detailed property records and certain prior year records and supporting data. We have applied procedures te test the compliance of the Center with the following requirements applicable to its federal award programs, which are identified in the accompanying Schedule of Federal Awards, for the year ended December 31, 1996: 

G E N ERAS_ _I~_Q_U I R~ M_T_~ o ]?olitical Activity o Federal Financial Reports o civil Rights o Allowable Costs/Cost Principles o Cash Management o Drug-Free Workplace Act o Administrative Requirements 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL AWARD PROGRAMS (CONTINUED) 

Our procedures Were limited to the applicable procedures described in the office of Management and Budget's "Compliance Supplement for Audits of Institutions of Higher Learning and Other Non-ProfJt Institutions". Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Center's compliance with the requirements listed Jn the preceding paragraph. AccordJngly, we do not express such an opinion. With respect to the items tested, the results of our procedures disclosed no material instances of noncompliance with the requirements listed in the third paragraph of this report. With respect to items not tested, nothing came to our attention that caused us to believe that the Center had not complied, in all material respects, with those requirements. This report is intended for the information of' the Board o~ Directors, Legislative Auditor and management. However, the report is a matter of public record and its distribution is not limited. 
BRUNO & TERVALON CERTIFIED PUllL1C ACCOUNTANTS Jul~e 27, 1997 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARD PROGRAMS 
To the Board of Directors Multi-Service Center for the Homeless, Inc. 
We were engaged to audit the financial statements of Multi-Service Center for the Homeless, Inc. (a nonprofit organization) (the Center) as of and for the year ended December 31, 1996, and have issued our report thereon dated June 27, 1997. 
In our report, we were unable to express an opinion because of the Center's inability to provide detailed property records and certain prior year records and supporting data. We have also audited the compliance of the Center with the requirements governing types of services allowed or unallowed; eligibility; matching, level of effort, or earmarking; reporting; claims for' advances and reimbursements; and amounts claimed or used for matching that are applicable to each of its major federal award programs, which are identified in the accompanying Schedule of Federal Awards, for the year ended December 31, 1996. The management of the Center is responsible for the Center's compliance with those requirements. Our responsibility is to express an opinion on compl~ance with those requirements based on our audit. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARD PROGRAMS (CON[PINUED) 

We conducted our audit of compliance with those requirements Jn accordance with generally accepted auditing standards; Government , issued by the Comptroller General of the Untied States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and OMB Circular A-333 require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to in the third paragraph occurred. An audit includes examining, on a test basis, evidence about the Center's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. The results of our audit procedures disclosed immaterial instances of noncompliance with the requirements referred to above, which are described in the accompanying Schedule of Findings, Recommendations and Questioned Costs. We considered these instances o~ noncompliance in forming our opinion on compliance, which is expressed in the following paragraph. In our opinion, the Center complied, in all material respects, with the specific requirements referred to in the third paragraph that are applicable to each of its major federal award programs for the year ended December 31, 1996. This report is intended for the information of the Board of Directors, Legislative Auditor and management. However, this report is a matter of public record, and its distribution is not limited. 
BRUNO & TERVALON CERTIFIED PUBLIC ACCOUNTANTS June 27, 3.997 

C~RIlFIED PUBLIC ACCOUNTANIS Tervalon 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIR~;MENTS APPLICABLE TO 

To the Board of Directors Multi-Service Center for the Homeless, Inc. 
We were engaged te audit the financial statements of Multi-Service Center for the Homeless, Inc. (e nonprofit Organization) (the Center) as of and for the year ended December 31, 1996, and have issued our report thereon dated June 27, 1997. In our report, we were unable to express an opinion because of the Center's inability to provide detailed property records and certain prior year records and supporting data. In connection with our audit of the financial statements of the Center and with our consideration of the Center's internal control structure used to administered federal award programs, as required by Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions," we selected certain transactions applicable to certain nonmajor federal award programs for the year ended December 31, 1996. As required by OMB circular A-133, we have performed auditing procedures to test; compliance with the requirements governing types of services allowed or unallowed, that are applicable to those transactions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Center's compliance with these requirements. Accordingly, we do not express such an opinion. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO (CONTINUED) 

W~th respect to the items tested, the results of our procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that the Center had not complied, in all material respects, with those requirements. However, the results of our procedures disclosed immaterial instances of noncompliance with those requirements, which are described in the accompanying Schedule of Findings, Recommendations and Questioned Costs. This report is intended for the information of the Board of Directors, Legislative Auditor and management. However, this report is a matter of public record, and its distribution is not limited. 
BRUNO & TERVAI.ON CI~RTIFIED PUBLIC ACCOUNTANTS June 27, 1997 

C[ RTII:IED PUBLIC ACCOUNTANTS Tervalon 
34 



MULTI-SERVICE CENTER FOR THE HOMELESS, INC. SCHEDULE OF FINDINGS, RECOMMENDATION.C3 AND QUESTIONED COSTS 

FINDING 1 UNSUPPORTED AND UNAUTHORIZED DISBURSEMENTS 
~p_~diti0~ 

$28,45! 
An Independent Accountant's Report on the application of certain agreed-upon procedures dated September 27, 1996 indicated that cllecks totaling $30,173 were made payable to and endorsed by or paid on behalf of a former Multi-Service Center employee. The amount of those transactions are summarized as follows: 
City Council Grant: (non-federal) Emergency Shelter Grant OIOE Emergency Shelter Grant 090 General Fund (non-grant sources) sub-total Less: non-grant sources 
_Ca u_se 
Total 

$19,901 676 7,874 1,722 30,173 (i,72~) 

Untimely review and preparation of bank reconciliations and monthly accounting records and unrestricted access to unused checks.. 
E f f_e__c~_ Unauthorized and unsupported disbursements of Center funds. 
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MULTI-SERVICE CENTER FOR THE HOMELESS, INC. SCHEDULE OF FINDINGS, RECOMMENDATIONS AND QUESTIONED COSTS, CONTINUED 

FINDING I UNSUPPORTED AND UNAUTHORIZED DISBIIRSF.MV.NTS _ C.OIqTINIJE1) 
~r~ter~a Pursuant to OMB Circular A-122 "Cost Principles for Non-profit Organizations", to be allowable under an award, cost must meet the following general criteria: a. Be reasonable for the performance of the award and be allocable thereto under these principles. b. Conform to any limitations or exclusions set forth in these principles or in the award as to types or amount of cost terms. c. Be consistent with policies and procedures that apply uniformly to both federally financed and other activities of the organization. d. Be accorded consistent treatment. e. Be determined in accordance with generally accepted accounting principles. f. Not be included as a cost or used to meet cost sharing or matching requirements of any other federally financed program in either the current or prior period. g. Be adequately documented. 
We recommend that Ule Center restrict access to unused institute procedures to checks and that bank statements and related reconciliations and monthly accounting records be prepared within thirty days of month-end and reviewed by the Center's management on a timely basis. The accounting records and bank reconciliations should reflect documented evidence of management's review. 
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MULTI-SERVICE CENTER FOR TIlE HOMELESS, INC. SCHEDULE OF FINDINGS, RECOMMENDATIONS AND QUESTIONED COSTS, CONTINUED 

FINDING II - 
~dition q~e Center has not had an audit oi! the financial statements as of and for the years ended December 31, ]995, 1994, 1993 and 1992 as required by OMB Circular A-]33. The Center did however comply with the State of Louisiana R.S. 24:513 which requires the submission of compilation and attestation reports to the State Legislative Auditor. ~_~use The Center has not: fully established its policies and procedures relative to ensuring compliance with Federal Audit Requirements. 
Non-compliance with OMB Circular A-133. ~_r_iteria OMB Circular A-133 states: "Non-profit institutions that receive $i00,000 or more a year in Federal Awards shall have an audit made in accordance with the provisions of OMB Circular A-133. The audit should be completed and the report submitted not later than 13 months after the end of the recipient's fiscal year". 
Recommendatio~ We recommend that: the Center institute procedures to ensure that audits are performed annually in accordance with the provisions of OMB Circular A-133. 
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MULTI-SERVICE CENTER. FOR THE HOMELESS, INC. SCHEDULE OF FINDINGS, RECOMMENDATIONS AND QUESTIONED COSTS, CONTINUED 

FINDING III - 
~QJ!ditiO~ we noted during the course of the audit that two cost control statements for the month of May 1996 were filed by the Center and the cost contained in those cost control statements was subsequently reimbursed by the City of New Orleans. However, the cost of $15,649 as reflected on one of the aforementioned May 1996 cost control statements for the Emergency Shelter Grant 010E program was not supported by the accounting records of the Center and as such has been subsequently disallowed by the City of New Orleans and the funds requested to be returned to the city. c_~s~ A revision to the initial May 1996 cost control statement filed by the Center was submitted to the City, however reimbursement was received for both the in~tially filed and revised cost control statements for the month of May 1996. 
Non-compliance with contractual requirements. ~[J_teri~ Pursuant to General Terms and Conditions, Section 4 of the contractual agreement between the Center and the city of New Orleans, "the Contractor shal] maintain an adequate accounting system to enable the monthly preparation of a cost controI Statement". ~_Qommendation We recommend that: the Cost Control Statements be prepared from and supported by the general ledger of the applicable program. 

38 



MULTI-SERVICE CENTER FOR TIlE HOMELESS, INC. SCHEDULE OF FINDINGS, RECOMMENDATIONS AND QUESTIONED COSTS, CONTINUED 

FINDING IV - 
~onditioD 

$~o0- 
We noted during our audit that adequate record retention policies and procedures have not been implemented. The supporting documents (i.e. vendor's ~nvoices, cancelled checks, etc.) for various building improvements to the Center's facilities could not be located and were unable to be reviewed to substantiate the value of certain building improvements reflected in the books (general ledger) of the Center. c~ Lack of an established record retention policy. ~ cgm~t Non-compliance witl~ federal requirements and the issuance of a disclaimer of opinion on the Center's 1996 financial statements. ~ziteri~ Pursuant to OMB Common Rule - Section 42. "Real Property and equipment records must be retained for three years from the date of disposition or replacement or transfer at the direction of the awarding agency". ~ecommendatio~ We recommend that the Center establish a record retention policy that coincides with various federal and contractual requirements. The Center should also make an effort to obtain the proper documentation to support the cost of building improvements and other fixed assets appearing on the Statement of Financial Position. 
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MULTI-SERVICE CENTER UOR THE HOMELESS, INC. 
EXIT CONFERENCE 

The financial statements and all related reports and schedules were discussed at an exit conference held on August 21, 1997 and attended by: 
Dr. Anthony Recasner 
Mr. R~chard Martinez 

-- Chairman of the Board of Directors -- Executive Director 

Mr. Michael B. Bruno, CPA, CGFM -- Managing Partner Mr. Edward A. Tauriac, CPA -- Manager Mr. Armand Pinkney -- Audit Supervisor 

We appreciate the courtesies extended to us by the management and staff of the Center during the audit. 

CERTIFIED PUBLIC ACCOUNTANTS June 27, 1997 
Bl'l]ll~O C[ RIIFIED PUBt IC ACCOUNIANTS ag Tervalon 
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MULTI-SERVICES CENTER FOR THE HOMELESS, INCA INDEPENDENT AUDITORS' COMMENTS 1"O MANAGEMENT, CONTINUED 

CANCEI.LATION OF VENDOR'N 1NVO1C.i~.~ During the course of the audit, of the twenty-five (25) check disbursements selected for testing, we noted seven ('7) instances in which the vendor's invoice was not stamped "paid" or some other form of cancellation of the vendor's invoice to prevent duplication of payment. 
We recommend that all vendor's invoices (including employee mileage and expense reports) be stamped "paid" or some other form of cancellation indicated upon payment to prevent duplication of payment. 
CHECK~ PAYABI.E TO f:A.~FI During the course of the audit, of the twenty-five (25) checks disbursements selected for testing, we noted one (]) instance in which a check was made payable to cash for the purposes of transferring funds to the payroll account from the operating account. 
We recommend that checks drawn to transfer funds between accounts be made payable to that account and immediately restrictively endorsed "for deposit only" to prevent the negotiability of that check should it become lost or mi~placed. 
During the course of the audit, of the twenty-five (25) check disbursements selected for testing, we noted one (]) instance in which a check indicted as voided could not be located. We noted no evidence that the check had been negotiated. 
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MUI_:FI-SERVICES CENTER FOR THE HOMELESS, INC. INDEPI,]NDENT AUDITORS' COMMI'~N']'S TO MANAGEMENT, CONTINUED 

~ CONTINUED 
We recommend that the Center strengthen controls over the maintenance and retention of voided checks to prevent possible unauthorized use of those checks. 
pAYROLL IAX E~; We noted that significant amounts of penalties and interest are being assessed by the Internal Revenue Service for delinquent payroll tax deposits. 
We recommend that the Center implement the necessary procedures to ens;ure that payroll tax deposits are made on a timely basis to prevent future assessments of penalties and interest. 
During the course of the audit of the twenty-five (25) disbursements selected for testing, we noted two (2) instances Jn which disbursements were made without supporting documentation, one (i) instance in which the disbursement was supported by a photocopy of vendor's invoice as opposed to an original, one (i) instance in which the disbursement was supported by a summarized vendor'~ statement as opposed to the actual invoices and one (1) instance in which the portion of the vendor's invoice retained did not indicate the amount. Additionally, supporting documentation for v~rious journal entries posted to beginning net assets could not be located. 
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MUI.TI-SERVICES CENTER FOR THE HOMELESS, INC. INDEPENDENT AUDITORS' COMMENTS TO MANAGEMENT, CONTINUEI) 

, CON'~'INUED 
We recommend 'that all check disbursements be supported by and agree to original vendor invoices as well as all other documentation as rec~uJred by the Center's accounting policies and procedures. Additionally, supporting documentation for all journal entries posted to the general ledger should be attached to the journal entry and retained. 
The Center did not submit its December 31, 1996 audit report on a timely basis iT, accordance with Louisiana Revised Statute 24:513. The delay in submission related to issues concerning various fixed asset amounts which ultimately resulted in a disclaimer of opinion on the financial statements. 
We recommend that the Center implement necessary procedures to ensure timely procurement of audit services to ensure and facilitate tile timely completion and submission of the Center's annual audit report. 

This letter does not affect our report dated June 27, 1997 on the financial statements of the Multi.-Service Center for the Homeless, Inc. 
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MIJLTI-SI{RV|CES CENTER FOR TIlE HOMELESS, INC. INI)EPENDENT AIJDITORS' COMMENTS TO MANAGEMEIqT, CONTINUEI) 

BRL1NO & TERVALON CERTIFIED PUBLIC ACCOllNTANTS JuEte 27, 1997 

Bruno Tervalon CERTIFIED PUBLIC ACCOUN1ANTS 


