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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT

To the Board of Dircetors
The Arc of Greater New Orleans, Ine,

We have audited the accompanying statement of financial pasition of The Arc of Greater New Orleans, Ine. ag
of June 30, 2002 and 200!, and the related statements of activitics, functional expenses. and cash flows for the
vears then ended. These financial statements are the responsibility of The Arc of Greater New Orleans, Inc's
management. Our responsibility is to express an opinion on these financial statements based on our audits,

We conducted our audits in accordance with auditing standards generally accepted in the United States 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 the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement  An audit includes
¢xamining, on a test basis, evidence supporting the amounts and disclosures in the financial statcments. An
audit includes assessing the accounting policies used and significant estimates mads by management, as well as
¢valuating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
Our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of The Arc of Greater New Orleans. Inc. as of June 30, 2002 and 2001, and the changes in its net assets
and 1ts cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States,

In accordance with Government Auditing Standards. we have also issued our report dated September 17, 2002
on our consideration of The Arc of Greater New Orleans, Inc.'s internal control ever financial reporting and our
fests of its compliance with centain provisions of laws, regulations, contracts and grants.  That repart 15 an
integral part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit,

Our audit was performed for the purpose of forming an opinion on the basic financial statements of The Arc of
Gireater New Orleans, Inc. taken as a whole. The accompanying schedules of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budeet Circular A-
133 “Audits of States, Local Governments and Non-Profit Organizations.” and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.
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September 17, 2002
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
The Arc of Greater New Orleans. Inc.

We have audited the financial statements of The Arc of Greater New Orleans, Ine. as of and for the vear ended
June 30, 2002, and have issued our report thercon dated September 17, 2002, We conducted our audit in
accordance with auditing standards generally accepted in the United States and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States,

Compliance

As part of obtaining reasonable assurance about whether The Arc of Greater New Orleans, Ine's financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants. noncompliance with which could have a direct and matenial effect on the
determination of financial statement amounts.  However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing
Stermdards,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered The Arc of Greater New Orleans, Inc.'s internal control
over financial reporting in order to determing our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide assurance on the internal control over financial reporting, OQur
consideration of the internal control over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that might be matenial weaknesses. A material weakness 15 a condition
in which the design or operation of one or more of the mternal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be matenial 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, We noted no matters involving the internal contrel over financial
reporting and its operation that we consider to be material weaknesses,

This report is intended for the information of the Board of Directors, management and federal and state
regulatory bodies. However, this report is a matter of public record and its distnbution 1s not limited,
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
The Arc of Greater New Orleans, Inc,

Compliance

We have audited the compliance of The Arc of Greater New Orleans, Inc. (a nonprofit organization) with the
tvpes of comphance requirements deseribed in the “U.S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement” that are applicable to cach of its major federal programs for the vear ended June
30, 2002, The Arc of Greater New Orleans, Inc’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs.  Complianee with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of The Arc of Greater New Orleans, Inc’s management.  Our responsibility is to express an
opiion on The Arc of Greater New Orleans, Inc.’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, “Audits of States, Local Governments, and
Non-Profit Organizations.” Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether noncempliance with the types of compliance requirements
referred to above that could have a direct and matenal effect on a major federal program occurred. An audit
mncludes examining, on a test basis, evidence about The Arc of Greater Mew Orleans, Inc's comphance with
those requirements and performing such other procedures as we considered necessary in the circumstances, We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of The Are of Greater New Orleans. Ing’s compliance with those requirements.

In our opinion, The Arc of Greater New Orleans, Inc complied, in all material respects, with the requirements
referred to above that arc applicable to cach of its major federal programs for the vear ended June 30, 2002,

Tnternal Control Over Compliance

The management of The Arc of Greater New Orleans, Inc. is responsible for establishing and mamtaining
effective intermal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered The Arc of Greater New
Orleans Inc.’s intemal control over compliance with requirements that could have a direct and material effect on
a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion
on compliance and to test and report on the internal control over compliance in accordance with OMB Circular
A-133,

Texaco Center = 300 Povdras Street » Suite 1800 « New Orleans, LA 70130-3223 » Telephone 304/368-0086
Fax 304/368-0102 « httpiwww . bfscpa.com



Our consideration of the internal control over compliance would not necessarily diselose all matters in the
intcrnal control that might be material weaknesses. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a refatively low level the risk that
noncompliance with applicable requirements of laws, regulations, contracts, and grants that would be material in
relation to a major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving the
internal control over compliance and its operation that we consider ta be material weaknesses.

This report is intended solely for the information and use of the audit committee, management, others within the
organization and federal awarding agencies and pass-through entitics and is not intended to be and should not be
uscd by anyone other than these specified parties.
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THE ARC OF GREATER NEW ORLEANS, INC.

STATEMENTS OF FINANCIAL POSITION

YEARS ENDED JUNE 30, 2002 AND 2001

ASSETS:

CURRENT ASSETS:
Cash
Accounts receivable
Grants and contracts
Trade
Unconditional promises to give
Prepaid expenses
Deposits

TOTAL CURRENT ASSETS
PROPERTY AND EQUIFPMENT, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS:
CURRENT LIABILITIES:
Accounts payable and accrued expenses
Current portion of long-term debt
Ling of credit
TOTAL CURRENT LIABILITIES
LONG-TERM DERBT, less current portion
COMMITMENTS
TOTAL LIABILITIES
NET ASSETS
Unrestnicted

Temporarily restricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

Sce notes to finaneial statements,

2002 2001
$ 121,874 $ 552,973
317,438 246,255
980,931 636,624
200,587 214,594
20,576 24,390
8.557 9.648
|.649,963 1,704,484
663,851 395.112
$2,313.814 $2,099,596
$ 247.867 $ 213.470
57,508 26,079
22.000 -
327,375 239 549
40,506 44 932
367,881 284 481
1,745,346 1,582,092
_200.587 _233.023
1.945.933 1.815.115
$2.313.814 $2,099,596




THE ARC OF GREATER NEW ORLEANS, INC.

STATEMENTS OF ACTIVITIES

YEARS ENDED JUNE 30, 2002 AND 2001

SUPPORT AND REVENUE:
Support;
Grants and contracts

Other:
United Way Allocations
United Way Designations
CFC Designations
Contributions
Total Support

Revenue:
Client fees
Medicaid
Group home
Interest income
Other income
Total Revenue

NET ASSETS RELEASED FROM RESTRICTIONS
TOTAL SUPFORT AND REVENUE

EXPENSES:

Program services;
Children’s services
Employment serviees
Individual options
Projecct HE L.P.
Operations department
Other programs

Supporting services:
Management and general
Fund-raising
Payments to affiliates

TOTAL EXPENSES
INCREASE IN NET ASSETS
NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

2002
Temporarly

Unrestricted  Restricted Total
2,363,678 5 - $2.363.678
- 2003587 200,587
22 842 - 22.842
6,459 = 6,459
305,804 - 305 804
2 698,783 200,587 2.899 370
[.8952.901 - 1,952,901
3.551,793 - 3,551,793
503,806 - 503.806
7.651 - 7.651
154,477 - 154 477
6.170.628 - 6.170.628
233,023 (233.023) -
9102 434 (32.436) 9069 903
1,170,048 - 1170048
291,910 = 201,910
al2977 - 812.977
2.805.329 - 2.805 329
28153816 - 2815816
347021 - 347,021
354 897 - 534,897
35,201 - 35,201
15,981 - 15981
8,939,180 - 5,934, 180
163,254 (32.436) 130,818
51,745,346 5 200,587 $1,945,933

Sce notes o financial statements.

0

$2.054 116

184,554
20,025
6,936
286,999

—m e T T

2552630

g St ral Tatlauiio)

1,836,762
3,158,626
405,235
28,360
1439238
28] ]

—_— e

i

8,125,541

e e

1.171.336
242,654
876,853

2.518.6%6

2.239.235
293,323

491.689
153
12.215

7,846,144
279,397
1.535.718

$1,815,115
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THE ARC OF GREATER NEW ORLEANS, INC.

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2002 AND 2001

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in net asscts
Adjustments to reconcile change in net assets to net cash
used by operating activities:
Depreciation
Loss on disposal of fixed asscts
Contribution of property and equipment
(Increase) decrease in operating assets:
Accounts reccivable
Prepaid expenses
Deposits
Increase (decreasc) in operating liabilities:
Accounts payable

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for property and equipment
Proceeds from disposal of property and equipment
NET CASH (USED) BY INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds of long-term debt

Payments on long-term debi
Met advances on line of credit

NET CASH (USED) BY FINANCING ACTIVITIES
NET INCREASE (DECREASE) IN CASH
BEGINNING CASH

ENDING CASH

SUPPLEMENTAL DISCLOSURES;
Interest paid

See notes to financial statements,

9

2002 2001
% 130,818 $279.397
71810 59,369
2.697 27.309
(232.540) (9,300
(381.483) (42.710)
3.814 (8,997)
1.09] (6,049)
34,397 (41.558)
369.396) 257,461
(114,781) (46,877)
4075 _ 1400
(L10.706) (45.477)
54 821 -
(27.818) (23,193)
22.000 -
49 003 (23.193)
(431,099) 188,791
323 364,182
$ 121874 $352,973
$__5179 §___ 113
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THE ARC OF GREATER NEW ORLEANS, INC.
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NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2002 AND 2001

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization - The Arc of Greater New Orleans, Inc., is a nonprofit organization committed to securing for
all people with mental retardation the opportunity to develop, function, and live fo their fullest potential,
Current services include; Children’s Services (Early Intervention, Child Care, and Family Service
Coordination), Employment Services (Rechabilitation Services), Individual Options (formerly Transitional
Work Center), Operations Department (Affirmative Businesses), and Project HE.L.P. (Respite/Personal

Care and Supported Living). All services are provided throughout the four-parish area (Orleans, Jefferson,
Plaguemines, and St. Bemard).

Basis of Accounting - The Arc of Greater New Orleans, Inc., prepares its financial statements in accordance
with generally accepted accounting principles, which involves the application of accrual accounting;

consequently, revenues and gains are recognized when eamed, and expenses and losses are recognized when
incurred,

Basis of Presentation - Financial statement presentation follows the recommendations of the Financial
Accounting Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial
Statements for Not-for-Profit Organizations. 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,

Use of Estimates - Management uses estimates and assumptions in preparing financial statements, Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenues and expenses.

Accounts Receivable - All reccivables at June 30, 2002 and 2001 are considered collectible, accordingly, an
allowance for doubtful accounts is not presented.

Promises to give - Contributions are recognized when the donor makes a promise to give to the Organization
that is, in substance, unconditional, All contributions are considered to be available for unrestricted use unless
specifically restricted by donors. Contributions that are restricted by the donor are reported as increases of
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 the restriction expires, temporarily restricted net
assets are reclassified to unrestricted net assets.

Property and Equipment - Property and equipment are stated at cost or, if donated, at the fair market value at
the date of donation. Depreciation is computed using the straight-line method over the estimated useful
lives of the related assets. The useful lives of buildings and improvements range from 10 to 31 years; and
those of equipment range from 3 to 10 years.

Cash and cash equivalents - For the purposcs of the statements of cash flows, the Organization considers all
highly liquid investments available for current use with an initial maturity of three months or less to be cash

equivalents.

{Continued)
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THE ARC OF GREATER NEW ORLEANS. INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2002 AND 2001
(Continued)

B. CASH - CONCENTRATION OF RISK

Financial instruments that potentially subject the QOrganization to risk include cash on deposit with financial
mstitutions, These balances arc insured by the Federal Deposit Insurance Corporation up to $100,000. At
June 30, 2002 and 2001, the Orgamization's uninsured cash balances totaled $28 884 and $29.325,
respectively. To provide additional protection against financial loss the Organization has their daily balance
in excess of $35.000 placed into a nightly high-grade bond purchase fund. This nightly fund provides
protection against financial institution closure by allowing invested funds to be available to the Organization
immediately in response to a closure.

C. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

2002 2001

Buildings and improvements 3 973,776 $ 821,277
Furniture and equipment 268043 267112
Automotive cquipment 537.846 359 268
Land 20040 20,000
1,799,665 1,467,657

Less accumulated depreciation 1.135.814 1,072,545
5_663.85] §_395,112

Depreciation expense was $71.810 and $59.369 for 2002 and 2001, respectively. At June 30, 2002 the
above included $748.740 of assets that were fully depreciated.

D. INCOME TAXES

The Organization is exempt from income taxes under Section 501 (c) (3} of the LS. Intemal Revenue Code.
Accordingly, income taxes are not presented in these financial statements,

(Continued)
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E.

THE ARC OF GREATER NEW ORLEANS, INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2002 AND 2001
(Continued)

NOTES PAYABLE

The Organization's obligation under notes payable consists of the following:

2002

2001

8.9% note pavable, due in monthly installments of $964, including
interest, secured by a Deed of Trust on the land and building and
matuning November 2006, $41.452

7.25% note pavable, due in monthly installments of %963, including
interest, secured by two 1997 vans and maturing July 2002, 841

7.9% note pavable, due in monthly installments of $600, including
interest, secured by 1998 E350 Club Wagon and maturing November
2002, 2.867

7.8% note pavable. due on demand, iIf no demand is made duc n
monthly installments of $1,336, ncluding interest, secured by two
2001 vans and one 2000 van and maturing April 2006,

LY

[ |
- al
o
i =

$98,014

Principal installments for the next five years arc as follows:

Year ending
June 30,

2003 $57.508
2004 13,346
2005 15,674
2006 11,482
2007 M
Thereafter -
$98,014

LINE OF CREDIT

$49 397

11,997

9,617

371,011

The Organization has available a line of credit with a bank for $300,000. The unpaid principal balance shall
bear interest at the "Wall Strect Journal Prime Rate". Interest payments are due monthly. Any outstanding
principal is duc on demand or June 6, 2003, At June 30, 2002, the Organization had drawn $22,000 on the
linc of eredit.

(Continued)
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THE ARC OF GREATER NEW ORLEANS, INC.,

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2002 AND 2001
(Continued)

. PENSION PLAN

Effective July 1. 1999, the Organization adopted a 401(k) pension plan that covers most of its employees,
The Organization matches fifty percent of cmployee salary reduction contributions up to six pereent of
compensation.  These matching contributions amounted to $44,098 and $41.318 in 2002 and 2001,
respectively.

maream

During 2001 and 2002, the Organization was furnished free use of facilities at three locations. The
aggregate fair market value of the use of these facilities is approximately $15,800 per month. These
amounts arc recorded as contributions in Revenue and Support and also in Occupancy expenses. The fair
market value of the rent-free use of facilities amounted to $189,995 far 2002 and 2001, The commitments
for the use of these facilities expire at various times from 2003 through 2018,

MAJOR CUSTOMERS

For the vear ended June 30, 2002, the Organization earned 39% of its support and revenue from Medicaid
reimbursement arrangements and 12% of its support and revenue from a contract with the State of
Louisiana. At June 30, 2002, accounts receivable included $83 1,782 from these two sources.

For the year ended June 30, 2001, the Organization earned 39% of its support and revenue from Medicaid
reimbursement arrangements and 13% of its support and revenue from a contract with the State of
Louisiana. At June 30, 2001, accounts receivable included $515.651 from these two sources.

RESTRICTIONS ON ASSETS

Temporanly restricted net assets are available for the following purposes or periods:

2002 2001
The Vintage Garden — COPE grant 5 - $ 18.429
Unconditional promises to pive 200587 214564
$200,387 $233,023

13
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THE ARC OF GREATER NEW ORLEANS, INC.

SCHEDULE OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2002

Federal Pass-through
Federal Grantor/Pass-through CFDA Grantor's
Grantor/Program Title Number MNumber
LLS. Department of Education
State Department of Education;
Infants/Families with Disabilities - FSC 4. 181A
Infants/Families with Disabilities - DS 84.181A
Infants/Familics with Disabilities - DS 84, 181A
Infants/Families with Disabilitics - FSC 84.181A

Total Federal Grants

15

Grant Federal
Number Expenditures
01-C4-TD-C § 33,641
02-C3-TD-C 225,277
01-H3-TD-C 91,396
02-C4-TD-C 167,492
$337,806



THE ARC OF GREATER NEW ORLEANS, INC.

SCHEDULE OF STATE AND LOCAL AWARDS

YEAR ENDED JUNE 30, 2002

Pass-through

Grantor's Grant State
State Programs Number Number Expenditures
State Department of Health and Hospitals/Office of
Mental Retardation/Developmental Disabilities
Vocational/Habilitative Services 5372641 $ 625612
Early Intervention 574759 257,423
Respite Care Services 572627 105,000
Crisis Intervention 574726 142178
$1.130.213
Jefferson Pansh Human Services Authority/
Division of Mental Retardation and
Developmental Disabilitics
Early Intervention 381 $ 201,203
Professional Services 383 14,100
Vocational and Habilitative Services 234 111,887
Vocational and Habilitative Services 427 250,000
Respite Care 279 25,581
Supported Living 280 2.365
605.136
Total State and Local Awards $1,735,349

[§




THE ARC OF GREATER NEW ORLEANS, INC.

SCHEDULE OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2001

Federal Pass-through
Federal Grantor/Pass-through CFDA Grantor's Grant Federal
Grantor/Program Title Number Number Number Expenditures

U.S, Department of Education
State Department of Education:
Infants/Families with Disabilities - FSC B4 181A (0-H4-TD-C $ 53,317
Infants/Familics with Disabilities - DS a4 181 A (00-H3-TD-C 108,345
Infants/Families with Disabilities - DS 4. 181A 01-H3-TD-C 208,361
Infants/Familics with Disabilities - FSC B84.181A 01-H4-TD-C 167,816

Total Federal Grants $337,839
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THE ARC OF GREATER NEW ORLEANS, INC.,

SCHEDULE OF STATE AND LOCAL AWARDS

YEAR ENDED JUNE 30, 2001

Pass-through

Grantor's Grant State
State Programs Number Number Expenditures
State Department of Health and Hospitals/Office of
Mental Retardation/Developmental Disabilities
Vocational/Habilitative Services 559680 $ 616964
Early Intervention 557874 257.423
Respite Care Services 558454 40 815
Family Support/Personal Care Attendant Services 538037 56,863
Family Support/Personal Care Attendant Services 558038 56,102
$£1.077.167
Jefferson Parish Human Services Authority/
Division of Mental Retardation and
Developmental Disabilitics
Infant Habilitation 153 § 191.740
Employment/Vocational Services 155 134,998
Respite Care 109 14,454
Family Support 257 19.677
Supported Living 349 779
361.648
Total State and Local Awards $1 438 815
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THE ARC OF GREATER NEW ORLEASN, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2002

Section | — Summary of Auditor’s Results:

Financial Statements

Type of auditor’s report issued Unqualified
Internal control over financial reporting:

Material weakness(es) identified No

Reportable condition(s) identified that are not considered to be material

weakness(es) MNone reported
Noncompliance matenial to financial statements noted No
Federal Awards

Internal control over major programs:

Matenal weakness(es) identified No

Reportable condition(s) identified that are not considered to material

weakness(es) None reported
Type of auditor’s report 15sued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reported in accordance with
section 510(a) of Circular A-133 No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84,181 A Infants/Families with Disabilities
Dollar threshold used to distinguish between type A and type B programs: $300,000
Auditee quahified as low-risk auditee? No
Scction II — Financial Statement Findings: MNone reported
Section 11 - Federal Award Findings and Questioned Costs: None reported
Section IV — Prior Audit Findings: None reported
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