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To the Program  Director 
Hum an Services Foundation, Inc 
Baton Rouge, Louisiana 

OF: 
AMERICAN tNSTWUTE 

AND SOCIETY OF LOUISIANA 
CERTIFIED PUBLIC ACCOUNTANTS 

W e have audited the accompanying statem ents of assets, liabilities and fund equity of Human Services 
Foundation, Inc., as of December 31, 2003 and 2002, and the related statements of support an d revenue 
and expenses, changes in fund equity, and cash flows for the years then ended. These financial statements 
are the responsibility of the Program's management. Our responsibility is to express an  opinion on these 
finan cial statem en ts based on our  audits. 

W e conducted our  audits in accordance with auditing standards gen erally accepted in the United States of 
America; Government Auditing Standards, issued by the Comptroller General of the United States; and 

provisions of Office Management and Budget Circular A-133, Audits of Institutions of Higher Education 
and Other Nonprofit Institutions. Those standards require that we plan an d perform the audits to obtain 
reasonable assurance about whether th e financial statements are free of m aterial misstatements. An audit 
includes examining, on a test basis, evidence supporting the amounts an d disclosures in the financial 
statements. An audit also includes assessing the accounting principles used an d significan t estimates 
m ade by ma nagem ent, as well as evaluating the overall finan cial statem en t presen tation. W e believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all m aterial respects, the assets, 
liabilities and fund equity of Human Services Foun dation, Inc., as of December 31, 2003 and 2002, and 
the changes in its fund balances and its cash flows for the years then ended in conformity with accotmting 
principles gen erally accepted in the United States of America. 

The accompanying schedule of expen ditures of federal awards is presented for purposes of additional 
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local 
Governments. and Non-Profit Organizations, an d is not a required part of the basic financial statements. 
Such information ha s been subjected to the auditing procedures applied in the audit of the basic financial 
statem en ts and, in oar  opinion, is fairly stated, in all ma terial respects, in relation to the basic financial 
statem ents taken as a whole. 

In accordance with Government Auditing Standards , we have also issued our report dated June 24, 2004, 
on our  consideration of Human Services Foun da tion, lnc.'s internal control over finan cial reporting and 
on our tests of its compliance with certain provi sions of laws, regulations, contracts, an d gr an ts. This 
report is an integral part of the audits performed in conjun ction with Government Auditing Standards and 



HUM AN SERVICES FOUND ATION, INC. 
Baton Rouge, Louisiana 

STATEM ENTS OF ASSETS, LIABILITIES AND FUND EQUITY 

December 31, 

A SSETS 

CURRENT : 
Cash and cash equivalents 
Accounts receivable 

Total Current Assets 

PROPERTY AND EQUIPMENT  
Buildings 
Equipmen t 
Furniture and fixtures 
Land 
Leasehold im provem ents 
Vehicles 

Less accum ulated depreciation 

2002 

$ 27,604 $ 83,271 
1.203,962 637,735 

1.231,566 721,006 

14,500 
85.776 
74,818 
113,216 
31,177 
99,327 

418,814 
265~516 

14,500 
76,421 
75.639 
113.216 
31,177 
99,327 

410.280 
254,740 

Net Property and Equipment 153,298 155 540 

OTHER: 
Due from officers 
Due from  affiliates 

Total Other Assets 

TOTAL ASSETS 

20,134 
625~948 

646~082 

652,075 

652.075 

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



CURRENT: 
Accounts payable 
Payroll taxes payable 
Current portion of long-term debt 

2003 

611,982 
15,286 

304,186 
9,751 

63,680 23,498 

Total Current Liabilities 690,948 337 435 

LON G -TERM : 
Notes payable, less curren t portion 

OTHER: 
Due to affiliates 

TOTAL LIABILITIES 

TOTAL LIABILITIES AND FUND EQUITY 

95,286 91,486 

786 234 428,921 

1,244,712 1,099,700 



HUM AN SERVICES FOUNDATION, INC 
Baton Rouge, Louisiana 

STATEM ENTS OF SUPPORT AND REVENUE AND EXPEN SES 

SUPPORT AND REVENUE: 
Contracts and gran ts 
Donations 
Other 

$ 3,841,105 
30,000 

2002 

4,145,180 
861 

169 582 292 101 

Total Support and Revenue 4,040,687 4,438,142 

EXPENSES: 
Program services: 

Amite Substen ee Abuse Center 
Foundation House 
Health Care Initiative 
Job Compan y 
Livingston Parish Substance Abuse Center 
OCS Independent Living 
Premier Silver Option 
School Based Intervention Program 
21st JDC program 
22nd JDC program 

Total Program  Services 

Support services: 
M anagement and general 
Loss on disposal of assets 

Total Suppo~ Services 

Total Expenses 

Excess (Deficiency) of Support and Revenue 
Over Expenses 

43,459 
285,209 
73,573 
744,324 
857,037 
59,195 

449 
447,835 
362,026 
875,255 

211,168 
51,011 
743,637 
764,558 
51,742 
19,056 
444,424 
359,763 
894,629 

3,748,362 3,539,988 

145,658 
1,655 

424,843 

147,313 424 843 

The accompanying notes are an integral part of these f'm ancial statem ents. 
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HUM AN SERVICES FOUN DATION , INC 
Baton Rouge, Louisiana 

STATEMENTS OF CHANGES IN FUND EQUITY 

Years Ended December 31, 

FUND EQUITY, beginning of year 

Excess of support and revenue over expenses 

FUND EQUITY, end of year 

$ 1,099,700 

145,012 

2002 

$ 626,389 

473,311 

The accompanying notes are an integral part of these f'mancial statements. 
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HUM AN SERVICES FOUNDATION , INC 
Baton Rouge, Louisiana 

STATEM ENTS OF CASH FLOW S 

Years Ended December 31, 

CASH FLOW  FROM  OPERATING ACTIVITIES: 
Excess (deficiency) of support and revenue 
over expenses and changes in fund balance 

Adjustment to reconcile deficiency of support and 
revenues over expenses to net cash provided 
by operating activities: 
Depreciation 
Loss on disposal of assets 

(increase) decrease in: 
Accounts receivable 

Increase (decrease) in: 
Accounts payable 
Other current liabilities 

2003 2002 

145,012 473,311 

13,537 
1,655 

i 566,227) 

307,796 
5,535 

14,882 

i 458,111) 

16,435 
3,346 

Net cash provided (used) by operating activities ( 92,692) 49,863 

CA SH FLOW S FROM  INVESTING ACTIVITIES: 
Acquisition of property an d equipment ( 12,950) ( 12,697 

CA SH FLOW S FROM  FIN ANCING ACTIVITIES 
New borrowings 
Reduction of outstanding debt 
(Increase) decrease in loan s to officers 
(Increase) decrease in due from affi liates 
Increase (decrease) in loan s from officers 
Increase (decrease) in due to affiliates 

Net cash provided by financing activities 

NET IN CREASE (DECREASE) IN  CASH 

CASH AND CASH EQUIVALENTS, beginning of year 

CASH AND CASH EQUIV ALENTS, end of year 

63,635 

( 23,453) 
( 20,134) 

26,127 

3,800 

49,975 

( 55,667) 

83,271 

10,309 

7,548 

( 11,197) 
( 393) 

6,267 

43,433 

39,838 

The accompanying notes are an integral part of these t-m ancial statements. 
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HUM AN SERVICES FOUND ATION, IN C 
Baton Rouge, Louisiana 

NOTES TO THE FINANCIAL STATEM ENTS 

NOTE A - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

Human Services Foundation, Inc. (the Foundation) is a non-profit entity established to support various 
programs providing care an d treatm en t to individuals requiring m en tal, developmental and rehabilitation 
services. The Founda tion operates a number of programs located in Baton Rouge and N ew Orlean s, 
Louisiana. These programs include a halfway house to provide care and treatmen t for alcohol an d drug abuse 
to chemically dependen t adolescents, mental health and developmen t diagnosis services, and vocational 
transition services for foster children between the ages of sixteen an d tw en ty-one. 

M eth od of accounting 

Th e accompanying financial statemen ts ha ve been prepared using the accrual basis of accoun ting, in 
accordance with accounting principles generally accepted in the United States of America. 

Use of estimates 

The prep aration of finan cial statem en ts in eonfomlity wi th accounting principles generally accepted in the 
United States of Ameriua  requires managemen t to make estimates and assumptions that affect the reported 
amoun ts of assets an d liabilities an d disclosure of contingen t liabilities at the date of the financial statemen ts 
and the reported amoun ts of support an d reven ues and expenses during the reporting period. Th e Foundation 
regularly assesses these estim ates and, while actual results could differ , m anagement believes the estimates 
are reasonable. 

Sign ifican t estima tes included in or affecting the pr esen tation of the accomp anying finan cial statements 
include provision for doubtful accounts an d estimated useful lives ofpropo rty and equipment. 

For the purposes of the statem en t of cash flows, the Foundation considers all hi ghly liquid investm en ts with 
an original ma turity of three months or less to be cash equivalents. 



HUM AN SERVICES FOUNDATION, INC. 
Baton Rouge, Louisiana 

NOTES TO THE FIN ANCIAL STATEM ENTS 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Programs are funded primarily through conlractual agreements with the State of Louisiana through the 
Departm ent of Health and Hospitals, Division of Alcohol and Drug Abuse; an d grants through the 
Dep artment of Social Services, Office of Community Services. 

As the State of Louisiana is the Foun dation's ma jor source of revanue, all receivables are expected to be fully 
collectible. Therefore, no provision or liability for un collec tible accoun ts has been rec ognized in the 
accompanying finan cial statemen ts. A significan t reduction in the level of support provi ded by the State of 
Louisian a, if this were to occur, could have a sign ifican t impact on the Foun dation activities. 

All property an d equipment is stated at cost. Expenditures for  maintenance, rep airs and minor renewals are 
charged to earnings when incurred. Major expenditures for renewals and betterments are capitalized and 
dep reciated over their estimated useful life. 

As a general rule, when items are retired or otherwise disposed, the accumulated  depreciation is reduced by 
the accum ulated amoun t of depreciation applicable thereto. Any gain or loss from such retirem ent or disp osal 
is credited or  charged to inco m e. 

Depreciation is computed on the sir/tight-line and accelerated methods over the following estimated useful 
lives of the various classes of depreciable assets: 

Buildings 
Equipm ent 
Furniture and fixtures 
Leasehold improvem ents 
Vehicles 

Incom e taxes 

31.5 years 
5 years 
7 years 
5 years 
5 years 

The Foundation is a non-profit organization that is exempt fi'om income taxes un der Section 501(c)(3) of the 
Internal Revenue Code. Th erefore, no provision or liability for federal or state inco me taxes has been 
included in the acco mpan ying financial statements. 



HUM A N SERVICES FOUNDATION, INC 
Baton Rouge, Louisiana 

NOTES TO THE FINANCIAL STATEM ENTS 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

The Foundation expenses the production costs of advertising the first time the advertising takes place, except 
direct response advertising, which is capitalized and amortized over its expected period of future benefits. At 
December 31, 2003 and 2002, the Foundation had no direct-response advertising classified as assets and 
all advertising was expensed as incurred. 

NOTE B - CASH AND CASH EQUIVALENTS 

Cash an d cash equivalents as of December 31, 2003 an d 2002, were as follows: 

2003 

Cash on han d 
Cash in bank - checking 

NOTE C - RELATED PARTY TRANSACTIONS 

$ 100 $ 100 
27,504 83J71 

Am ount due from affiliates at December 31, 2003 an d 2002, represents funds advanced from the Foun dation 
to various en tities un der common ownership and managemen t for various reimbursable operating expen ses. 
Th ese loans do not bear interest and ha ve no determined payment schedule. M anagement does not an ticipate 
that these receivables will be liquidated within the current period. Am ounts due from affiliates at December 
31, 2003 and 2002, xvere as follows: 

Baton Rouge Development Center, Inc 
Lake Sherwood School 

10 

2003 2002 

$ 318,287 $ 322,116 
307,661 329,959 



HUM AN SERVICES FOUNDATION , INC 
Baton Rouge, Louisiana 

NOTES TO THE FINANCIAL STATEM ENTS 

NOTE C - RELATED PARTY TRANSACTIONS (continued) 

Amounts due to affiliates at Dec ember 31, 2002 and 2001, respectively, represents funds advanced to the 
Foun dation from various entities un der common ownership and managemen t for working capital needs. 
These loans do not bear interest and have no determined paymen t schedule. M anagement does not anticipate 
that these liabilities will be liquida ted  wi thin the current period. Am ounts due to affiliates at December 31, 
2003 and 2002, were as follows: 

Land of Oz Learning Center  
Professional Rehabilitation Services, Inc 

$ 48,769 $ 44,969 
46,517 46,517 

Th e amoun t due from offi cers at December 31, 2003, totaling $ 20,134, represen ts funds advanced to officers 
by the Foundation. Th ese amoun ts do not bear interest an d ha ve not set paym en t or settlem ent date. The 
Foun dation had no outstanding loans to offi cers at Decem ber 31, 2002. 

Various en tities sharing comm on own ership and managemen t with the Foun da tion were provided 
admirtisWative an d professional services by the Foun dation during the years en ded December 31, 2003 an d 
2002. Fees from these services totaled $ 9,273 and $ 16,749 for the years ended December 31, 2003 an d 
2002, respectively. 

The Founda tion ren ts facilities for its Job Compan y program from  an  en tity with which it shares comm on 
ownership an d managem en t un der an  informal operating lease. Ren t expen se un der this lease for each of the 
years en ded Decem ber 31, 2003 an d 2002, was $ 24,000. 

The Foun da tion utilizes facilities own ed by an entity wi th which it shares comm on own ership and 
man agement, at no cost to the Founda tion. No rent or depreciation expen se is recorded in the accompan ying 
finan cial statements for such usage. 



HUM AN SERVICES FOUNDATION, INC 
Baton Rouge, Louisiana 

NOTES TO THE FINANCIA L STATEM ENTS 

NOTE D - NOTES PAYABLE 

Notes payable at Decem ber 31, 2003 and 2002, were as follows: 

7.25% note payable to a local bank, paya ble in 
monthly installm ents of principal and interest; 
matured in M ay, 2003 

Note payable to a local bank, payable in monthly 
Installments of principal an d interest; ma tured in 
December, 2003 

Note payable to a local bank; paying monthly 
installmen ts of interest only; due to mature in 
M ay 2004 

Less curren t portion 

Long-~rm po~ion 

42,030 

21,650 

63,680 
63,680 

Future ma turities of all notes payable as of Decem ber 31, 2003, were as follows: 

Year ended 
December 31, 

12 

23,498 

$ 

23,498 
23A98 

63,680 

63.680 



HUM AN SERVICES FOUNDATION, INC 
Baton Rouge, Louisiana 

NOTES TO THE FINANCIAL STATEM ENTS 

NOTE E - LEASE COM M ITM ENTS 

As detailed in Note C, the Foundation rents facilities for its Job Company program under an informal 
operating lease from an entity with which it shares common ownership an d management. Rent expense 
un der this lease for the years en ded December 3 I, 2003 an d 2002, was $ 24,000 and $ 24,000, respectively. 

The Foun dation rents facilities for its Livingston Parish Substance Abuse Center  and its 21st an d 22~a JDC 

programs from unrelated parties under operating leases, which are renewable annually based on operating 
costs. Rental expense under these operating leases for the years en ded December 31, 2003 an d 2002, was 
$22,395 and $ 40,080, respectively. 

Future minimum lease paymen ts un der all operating leases as of December 31, 2003, were as follows: 

Year en ded 
December  31. 

2004 
2005 
2006 
2007 
2008 an d later 

NOTE F - SUPPLEM ENTARY CASH FLOW  INFORM ATION 

5,600 

Cash paym en ts for the years ended December 31, 2002 an d 2001, for interest totaled $ 10,886 and $ 2,570, 
respectively. Since  the Foun dation was organized as a non-pr ofit organization under the Internal Reven ue 
Code, no cash paym ents were made for income taxes for the years en ded December 31, 2003 an d 2002. 

During the year en ded Decem ber 3l, 2003, th e Founda tion aban doned  certain assets having a net book value 
of $ 1,655. The Foun da tion had no other noncas h investing or ftnaneing activities for the year en ded 
December 31, 2003. 

Th e Foun da tion had no noncash investing an d finan cing activities for the year en ded December 31, 2002. 
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MICHAEL D. JOHNSTON, CPA (P.C.) 
PJC HARD E. HAYDEN, CPA (P.C.) 

WILLIAM O. MERCER, CPA 

Johnston &  H ayden, LLC 
CERTIFIED PUBLIC ACCOUNTAN'PS 

13360 Coursey Boulevard, Suite A 
Baton Rouge, Louisiana 70816 
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TOLL FREE (800) 755-7869 
FAX (22S) 755-0303 

MEMBERS OF: 
AMERICAN INSTITUTE 

AND SOCIETY OF LOUISIANA 
CERTIFIED PUBLIC ACCOUNTANTS 

To the Program Director 
Human Services Foundation, Inc 
Baton Rouge, Louisiana 

W e have audited the financial statements of Human Services Foundation, Inc., as of and for the years ended 
Dec ember 31, 2003 and 2002, and have issued our report thereon dated Jmae 24, 2004. W e conducted our 
audits in accordance with auditing standards generally accepted in the United States an d the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
Gen eral of the United States. 

Comp lian ce 

As part of obtaining reasonable assurance about whether Human Services Foun dation, Inc.'s financial 
statements are free of material misstatement, we performed  tests of its compliance wi th certain provisions of 
laws, regulations, contracts, and gran ts, noncomplian ce with which co uld have a direct and material effect on 
the determina tion of financial statemen t am oun ts. However, providing an  opinion on compliance with those 

provisions was not an objective of our audits, and, accordingly, we do not express such an opinion. The 
results of our tests disclosed no in stances of noncompliance that are re quired to be rep orted under 
Govern ment Auditing Standards. 

F 

In planning an d performing our audits, we considered Human Services Foundation, In c.'s internal control 
over financial reporting in order to determine our auditing procedures for the purpose of expressing an  
opinion on the finan cial statemen ts and not to provide assuran ce on internal control over finan cial reporting. 
Our consideration of internal control over  financial reporting would not necessarily disclose all matters in 
intem al control over financial reporting that mi ght be ma terial weaknesses. A material weakness is a 
condition in which the design or operation of one or more of the intern al control componen ts does not reduce 
to a relatively low level the risk that mi sstatem ents, in amounts that would be ma terial 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. W e noted no ma tter s involving internal control over 
financial rep orting an d its operation th at we consider to be ma terial weaknesses. 



 

This report is intended solely for the information and use of the management and shareholders of Human 
. Services Foundation, Inc., and the Louisiana Legislative Auditor and is not intended  to be an d should not be  
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CCJM PT.TAN CE IN ACCORDAN CE AR A-133 

To the Program Director 
Human Services Foundation, Inc 
Baton Rouge, Louisiana 

W e have audited the compliance of Human Services Founda tion, Inc., with the types of compliance 

requirements described in the U .S. Office of Management and Budget (OMB) Circular A-133 Compliance 
Supplement that are applicable to each of its major federal programs for the year ended December 3 l, 2003. 
Human Service Foun dation, Inc.'s ma jor federal programs are identified in the summary of auditors' results 
section of the accompanying schedule of findings and questioned co sts. Compliance with the requiremen ts of 
laws, regulations, con tracts, and grants applicable to each of its major federal programs is the responsibility of 
Human Service Foun dation, Ine.'s managemen t. Our responsibility is to express an  opinion on Human 
Service Foun dation Inc.'s compliance based on our audit. 

W e conducted our audit of complian ce in accordance with auditing standards gen erally accepted in the 
United States; the standards  applicable to finan cial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States; an d OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. Those standards and OMB Circular A- 133 require that we plan 
an d perform the audit to obtain reasonable assurance about whether noncomplian ce with the types of 

comp liance requirements referred to above that could have a direct and ma terial effect on major program 
occurred. An audit in cludes examining, on a test basis, evidence about Human Service Foundation, Inc.'s 
complian ce wi th those requirem ents an d performing such other proced ures as we considered necessary in the 
circumstances. W e believe that our audit provides a reasonable basis for our opinion. Our  audit does not 
provide a legal determ ination of Human Services Foun da tion, Inc.'s complian ce wi th those requirements. 

In our opinion, Human Services Founda tion, Inc., co mplied, in all material respects, with the requirem ents 

referred to above that are applicable to each of its ma jor federal programs for the year ended December 31, 
2003. 

The man agement of Human  Services Founda tion, Inc., is responsible for establishing and m aintaining 
effective internal control over complian ce wi th the requirements of laws, regulations, contracts, an d grants 
applicable to fed eral programs. In planning and performing our audit, we cons idered Hum an Services 
Founda tion, Ine.'s internal conlrol over complian ce with re quiremen ts that could have a direct an d ma terial 

effect on its major federal programs in order to determine our auditing procedures for the purpose of 
expressing our opinion on complian ce an d to test and report on the internal control over compliance in 
accorda nce with OM B Circular A-133. 



This report is intended for the information of the management of Human Services Foundation
, Inc., and the 

Louisiana Legislative Auditor. However, this report is a naatter of public record and its distribution is not 

June 24, 2004 / 



SUPPLEM ENTARY INFORM ATION 



HUM AN SERVICES FOUNDATION, INC 
Baton Rouge, Louisiana 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

Year Ended December 31, 2002 

U.S. Department of Health and Human Services 
Pass-through Deparanent of Health and Hospitals, 

Office of Alcohol an d Drug Abuse 
Federal Block Grants for Alcohol an d Drug Abuse 

19 

Federal 
CFDA 
Number 

Feder al 
Expenditures 

93.959 $ 523,411 



HUM AN SERVICES FOUNDATION, INC 
Baton Rouge, Louisiana 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year Ended December 31, 2002 

Section I - Summ ary of Auditors' R esults 

Type of auditor's report issued: 

Internal control over financial reporting: 

* M aterial weaknesses identified? 

~ Reportable conditions identified that are 
not considered to be material weakn esses? 

Noncompliance m aterial to financial 
statem ents noted? 

Internal control over ma jor programs: 

~ M aterial weakn esses iden tified? 

~ Reportable conditions identified that are 
not considered to be m ater ial weakn ess? 

Typ e of auditor's rep ort issued on compliance 

for major programs: 

Any audit findings disclosed that are required 

to be reported in accordance with section 510(a) 
of Circular A- 133 ? 

Unqualified 

yes X no 

yes X none reported 

yes X  no 

yes X  no 

yes X none reposed 

Unqualified 

yes X no 



HUM AN SERVICES FOUNDATION, INC. 
Baton Rouge, Louisiana 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (continued) 

YearEndedDecember31,2002 

Section I - Summary of Auditors' Results (continued) 

Identification of major programs: 

U.S. Departm ent of Health and Human Services 
Pass-through Department of Health and Hospitals, 

Office of Alcohol an d Drug Abuse 
Federal Block Grants for Al cohol and Drug Abuse 

Federal 
CFDA 
Number 

93.959 

Federal 
Expenditures 

523,411 

Dollar threshold used to distinguish 
Between type A and type B program s: 

Auditee qualified as low-risk auditee? X yes no 

300,000 



HUM AN SERVICES FOUNDATION , INC 
Baton Rouge, Louisiana 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (continued) 

Year Ended December 31.2002 

Section II - Financial Statem ent Findings 

There were no findings relating to the financial statements for the year ended December 31, 2003 



HUM AN SERVICES FOUNDATION , INC 
Baton Rouge, Louisiana 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (continued) 

Section HI - Federal Award Findings and Questioned Costs 

There were no findings or questioned costs relating to Federal awards for the year ended D ecember 31 
2003. 



HUM AN SERVICES FOUNDATION, INC 
Baton Rouge, Louisiana 

AUDITORS' COM M ENTS OF AUDIT RESOLUTION M ATTERS 
RELATING TO FEDERAL AW ARDS 

There were no findings or questioned costs in the prior audit report dated June 26, 2003 



MICHAEL D. JOHNSTON, CPA (P.C.) 
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W lLMAM D. MERCER, CPA 

To the Program Director 
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Baton Rouge, Louisiana 

Johnston &  H ayden, LLC 

13360 Coursey Boulevard Sulte~~ - "; ~!., T. F ~U~I 
eaton Rouge. Loutstana 70ale " TOR 

TOLL FREE 1800) 755-7889 AND SOCIETY OF LOUISIANA 

June 24, 2004 

CERTIFIED PUBUC ACCOUNTANTS 

In planning and performing our audit of the finan cial statem ents of Human Services Foundation, Inc., for the 
year ended December 31, 2003, we considered the Founda tion's internal control in order to determine otlr 
auditing procedures for the purpose of expressing an opinion on the financial statem ents and not to provide 
assurance on internal control. 

However, during our audit we became aware of several matters that are opportunities for strengthening the 
internal controls, improving operating efficiency, and reducing expenses. The m em orandum that 
accompanies this letter summarizes our commen ts and recommendations regarding those m atters. This letter 
does not affect our report dated June 24, 2004, on the financial statemen ts of Hum an Services Foun dation, 
Inc. 

W e will review the status of these comments during our next audit en gagement. W e will be pleased to 
discuss these comm ents and recommendations in further detail at your  convenience, to perform any 
additional study of these matter s, or to assist you in implementing these recomm endations. 



Exam ination of the Organization's accounting records revealed the automated general ledger is 
not being maintained on a current basis. This condition was noted in a previous audit, and 

recommendations were made at that time that the Organization (a) obtain an automated general 
ledger system that would handle the various accounting and reporting needs; (b) adequately train 
all accounting personnel in required accoun ting and reporting functions, including payroll, 

general ledger, and cost reporting; an d (c) monitor the accounting function to verify that accurate 
and timely information be made available for use by management and Federal or state agencies. 
Subsequent to our prior recommendations, additional accoun ting personnel were hired to perform 
payr oll an d gen eral ledger functions, enabling current personnel to devote needed time to other 
functions, such as f'maneial and cost reporting. Additionally, new autom ated general ledger 
system s were installed. However, during our  recen t audit, we noted that accounting staff is 
currently limited to one individual. Based on the amount of work performed by the accounting 
staff, we recommend that additional personnel be hired to assist in various accounting functions, 
such as payr oll and general ledger processing. It is our understanding th at the Organ ization is 
starting at least one new program in 2004, which will mean an additional burden in accounting 
and reporting fun ctions. M an agement should strive to provide more consistent supervision and 
oversight of both the accounting an d progr am functions to verify compliance with all program, 
accounting, and regulatory requirem ents as applicable. 

R ank accnHnts 

The Or ganization currently maintains separate bank accounts for m an y of its progr ams. 
However , not every program maintains bank accounts. W e would recomm en d th at sep arate 
accoun ts be maintained for all progr am s. Th is would eliminate th e need for transfers of funds 
betw een  programs and accoun ts and would assist managemen t an d accoun ting per sonn el in 
determining a program 's effectiveness. Th e addition of three or more ban k accounts will mean 
an increased burden  in reconciliation and reporting by accounting personnel, as detailed in the 
"Recordkeeping" section above. An additional clerical employee as suggested above wi ll help 
alleviate this increased burden. 

As you are aware, the Or ganization was created as a not-for-profit organization un der Section 
501(c)(3) of the Internal Revenue Code. As such, the activities the Organization participates in 
must be related to its nonprofit purpose, or they may be subject to taxation or loss of nonprofit 
status. Such activities include the loaning or payment offen ds to other en tities that are organized 
for profit. If these activities do not further the Or ganization's nonprofit purpose, they should be 
avoided. Improvements in the accounting system s recommen ded above will provide 

ma nagement with more timely information to identify and react appropriately to any activities 
that should be controlled by ma nagem ent. 


