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Independent Auditor's Report

To the Board of Directors
Raintree Services, Inc.
New Orleans, Louisiana

We have audited the accompanying consolidated statements of fmancial position of Raintree
Services, Inc. (a non-profit organization) and subsidiary as of June 30, 2003 and 2002, and the
related consolidated statements of activities, functional expenses and cash flows for the years then
ended. These financial statements are the responsibility of the Organizations' 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 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 also includes
assessing the accounting principles used and significant estin1ates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our Qpinion.

In our opinion, the consolidated financial statements referred to in the first paragraph pres:ent
fairly the financial position of Raintree Services, Inc. and subsidiary at June 30, 2003 and 2002,
and the results of their operations and changes in its cash flows for the years then ended, in
confonnity with accounting principles generally accepted in the United States.

In accordance with Government Auditing Standards. we have also issued our report dated
October 2, 2003, on our consideration of Raintree Services, Ioc.'s internal control over finan(;ial
reporting and our tests of its compliance with certain provisions of laws, regulations contracts ,md
grants. That report is an integral report of an audit perfonned in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the resul~i of
our audit.

"Ja.A;~.~ :~-1I.~j~~"-'K
Certified Public Accountants J

October 2, 2003

Texaco Center. 400 Poydras Street. Suite 1800 .New Orleans, LA 70130-3223 .telephone 504/568-008<:i

Fax 504/568-0102. http:/www.bfscpa.com !



Raintree Services, Inc. and Subsidiary

Consolidated Statement$ of Financial Position
J~ne 30, 2003 and 2002

June 30, 2003 2002

Assets

$ 422,851
87,019

356,303
5,748

31,482
41,954

$ 200,855
87,019

561,434
7,166

32,510
9,434

Current Assets:
Cash and cash equivalents
Certificate of deposit
Service fees receivable
Accrued interest receivable
Unconditional promises to give
Prepaid and other

945,357 898,418Total current assets

1,665,084 ,713,878Investments

Property and Equipment 449,298 442,324

3,059,739 3,054,620Total Assets

Liabilities and Assets

20,933
26,769

20,933
30,652

Current Liabilities:
Due to OCS
Accounts payable

51,585Total current liabilities 47,702

2,980,555
31,482

2,944,825
58,210

Net Assets:
Unrestricted
Temporarily restric~

Total Liabilities and Net Assets

2



Raintree Services, Inc. and Subsidiary

Consolidated Statements of Activities
June 30, 2003 and 2002

June 30, 2003 2002

Unrestricted Net Assets

$ 375,700
398,500
178,710

1,224,327
52,601
71,960
12,815
8,979

58,210

$ 357,138
448,187
35,000

971,898
77,108
74,668

(199,829)
10,962
36,000

Revenues and Support:
Raintree House program
Therapeutic family care program
Drug-free schools program
Case management program
Private family care program
Contributions
Investmentretum
Other
Net assets released from restrictions

Expenses:
Raintree House program 403,666 397,320
Therapeutic family care program 356,459 392,429
Drug-free schools program 173,145 51,189
Case management program 1,037,472 763,245
Private family care program 57,469 54,347
General and administrative 311,784 267,486
Fundraisi~g ! i f,O77 4,901

(1!~)35,730Increase (decrease) in unrestricted net assets

7,000
24,482(58,210)

7,000
25,510

Q!?,OOO)

Temporarily Restricted Net Assets:
Contributions
United Way
Investmentretum
Net assets released from restrictions

(123,275)9,002Increase (decrease) in net assets

Net assets at end of year $ 3,012,037 $ 3,003,035~ J See notes to consolidatedfinancial statements
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Raintree Services, Inc. and Subsidiary

Consolidated Statements of Cash Flows
June 30, 2003 and 2002

June 30, 2003 2002

$ $9,002 (123,275)

35,434 35,919

(19,669)
72,100

(63,877)
326,082

205,131
1,418

(32,520)
1,028

(41,277)
6,453

15,581
490

Cash Flows from Operating Activities:
Increase (decrease) in net assets
Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Depreciation
(Gains) losses on sales and maturities of

investments
Unrealized (gains) losses on investments
(Increase) decrease in operating assets:

Service fees receivable
Accrued interest receivable
Prepaid and other
Unconditional promises to give

Increase (decrease) in operating liabilities
Accounts pa~able (3,883) 10,668

(337,089)
333,452

(42,408)
0

(396,464 )
386,944
(21,628 )
(84,830)

Cash Flows from Investing Activities:
Purchase of investments
Proceeds from sales and maturities of investments
Purchases of property and equipment
Investment in certificates of deposit

50,786221,996Net increase (decrease) in cash and cash equivalents

Beginning cash and cash equivalents 200,855 150,069
~ --!

Ending cash and cash equivalents $ 422,851 $ 200,855~ See notes to consolidated financial statements

~



Raintree Services, Inc. and Subsidiary

Notes to Consolidated Financial Statements
June 30, 2003 and 2002

1. NATURE OF ACT~~S AND SUMMAR~OF SIGNIFICANTlAcCOUNTING
POLICIES

Nature of Activities

Raintree Services, Inc. (the "Agency"), a non-profit organization incorporated under the laws
of the State of Louisiana, provides services and support to children through young adults in
the community. The Agency provides these services through five programs: The Raintree
House Program, The Therapeutic Family Care Program (formerly Raintree Family Care
Program), the Case Management Program, the Drug-free Schools Program and the Regular
Family Care Program. The majority of funding for the Raintree House Program, the
Therapeutic Family Care Program, the Case Management Program and the Regular Family
Care Program is through contracted rates with various agencies in the State of Louisiana for
services provided. For the years ended June 30, 2003 and 2002, the Apency received a sub-
grant funded by the Federal Government from the Governor's Council Ion Drug-free Schools
and Communities. I

Principles of Consolidation

The consolidated financial statements include the accounts of the Agency and its wholly-
owned subsidiary, Raintree Case Management, LLC. All significant intercompany balances
and transactions between the Association and its wholly-owned ~bsidiary have been
eliminated. !

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual re~lts could differ from
those estimates. ",.i

Cash and Cash Equivalents

For the purposes of the statements of cash flows, the Agency considers all highly liquid
investments available for current use with an initial maturity of three I months or less to be
cash equivalents. i

(Continued)
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Raintree Services, Inc. and Subsidiary

Notes to Consolidated Financial Statements
J1tne 30, 2003 and 2002

*"~.",..c'" (Continued)

Service Fees Receivable

Service fees receivable consists primarily of unsecured amounts due from various
governmental agencies. As of June 30, 2003, balances outstanding more than ninety days
amounted to $108,449. All accounts are considered fully collectible by management.
Accordingly, no provision for doubtful accounts is considered necessary.

Unconditional Promises to Give

The Agency records certain promises to give as revenue when the promise is made. These
contributions do not require the Agency to meet any conditions and are expected to be
received with one year. Management considers these amounts to be fully collectible.
Accordingly, no provision for doubtful accounts is considered necessary.

Investments

Investments in equity securities with readily determinable fair values and all investments in
debt securities are measured at fair value in the statement of financial position. Investment
income or loss (including gains and losses on investments, interest, and dividends) is included
in the statement of activities as increases or decreases in unrestricted I net assets unless the
income is restricted by donor or law.

Property and Equipment

Property and equipment acquired prior to 1979, which primarily coqsists of the land and
building, are recorded at their appraised fair market value at June 30, 1~79 because historical
costs were not available. Other items of property and equipment are recorded at fair market
value at date of donation, if donated, and at cost, if purchased. Depreciation is computed
using the straight-line method over the estimated useful life of each ass~t.

Revenue Recoenition

Contributions are recognized when the donor makes a promise to give to the Agency 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 and are reclassified to
unrestricted net assets if and when the restriction expires. ;;;c.;,l"

(Continued)
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Raintree Services, Inc. and Subsidiary

Notes to Consolidated Financial Statements
J~ne 30, 2003 and 2002

-J.- (Continued)

Revenue Reco!nition (Continued)

Donated materials and equipment are recorded as contributions at their estimated values at
date of receipt. Donated services have not been reflected in the financial statements since no
objective basis is available to measure the value of such services. Nevertheless, a substantial
number of volunteers donate significant amounts of their time in the Agency's program and

..I
supportmg services. I

Income Taxes

The Agency has received a letter of determination from the Internal Revenue Service
advising that it qualifies as a non-profit corporation under Section 501(c)(3) of the Internal
Revenue Code, and therefore, is not subject to income tax. :

Advertisio2

The Agency follows the policy of charging the costs of advertising to expense as incurred.
Advertising expense was $6,929 and $3,885 for the years ended Jun~ 30, 2003 and 2002,

respectively. ;"""",)

TEMPORARY CASH INVESTMENTS

2.

Included in cash and cash equivalents are temporary cash investments s*mmarized as
follows: !

20022003

The Reserve Fund, Inc.; Primary Fund
The Reserve Fund, Inc.; Primary

Endowment Account

$ 58,089 $ 71,405

47,658 13,533

105,747 $ 84,938$

Amounts in the endowment account are designated by the Board oflDirectors for capital
investments. The Board retains control over and may at its discretion sfbsequently use these
funds for other purposes. :

,,;'(\.1

(Continued)
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Raintree Services, Incr and Subsidiary

Notes to Consolidated Financial Statements
J~ne 30, 2003 and 2002
L (Continued)

3. INVESTMENTS~~

At June 30, 2003 and 2002, marketable securities consisted of the following:

2003 2002

Stocks -

Undesignated
Designated

$ 247,699 $
650,595

341,636 $
767,679

93,937 $
117,085

214,376 $
645,364

332,166 $
824,102

17,790
78,738

Investment return included in the statements of activity is summarized 4s follows:

2003 2002

34,832 $

30,326
88

19,669
(72,100)

36,357
25,919

100
63,877

(326,082 )

$
Unrestricted:

Interest
Dividends
Royalties
Gains on sales and maturities
Unrealized gains (losses)

Restricted:
Interest

Gains totaling $77,135 and losses totaling $57,466 was realized on the sales and maturities of
investments during 2003 on net proceeds of $333,452 and a net book value of $313,783.
Gains totaling $86,624 and losses totaling $22,747 was realized on the sales and maturities of
investments during 2002 on net proceeds of $386,944 and a net book value of $323,067.

(Continued)
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Raintree Services, Inc. and Subsidiary

Notes to Consolidated Financial Statements
J~ne 30, 2003 and 2002

~ (Continued)

4. PROPERTY AND EQUIPMENT

A summary of property and equipment is as follows:

2003 2002

Land $ 90,000 $ 90,000
Buildings and improvements 882,705 882,705
Furniture and equipment 309,220! 266,812

1,281,925 1,239,517

832,627 797,193Less accumulated deE~_i~~

$ 449,298 $ 442,324

The above includes assets with a cost of $745,307 that were fully depreciated at June 30,2003.

5. RESTRICTIONS ON NET ASSETS

Temporarily restricted net assets are available for the following specified purposes:

2003 2002

Independent Living program $ -~ 25,700
Unconditional promises to give , 31,482 "I 32,510

$ 31,482 $ 58,210

CREDIT RISK

6.

Financial instruments that potentially subject the Agency to risk include cash on deposit with
financial institutions. These balances are insured by the Federal Deposit Insurance
Corporation up to $100,000. At June 30, 2003, the Agency's uninsured I cash balances totaled

$291,199. if.!

Also, the Agency has invested $105,747 at June 30, 2003 and $84,938 at June 30, 2002 in a
money market fund. Under the provisions of Financial Accounting Standards Statement No.
105, the Agency is exposed to a concentration of credit risk in those same amounts, which are

I

not insured by federal deposit insurance. i
~,,';ci't?

(Continued)
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Raintree Services, Inc. and Subsidiary

Notes to Consolidated Financial Statements
June 30, 2003 and 2002

I (Continued)

7. ECONOMIC DEPENDENCY 1~:"!ft---

During the years ended June 30, 2003 and 2002, the agency received $826,803 and $882,433
or approximately 37% and 47% of its program revenues through the State of Louisiana,
Department of Social Services in the fonn of a per diem rate set by this office. Should the
contracted services be discontinued or the per diem contract rate be substantially reduced, the
Agency would be required to look to other sources of funding in order to maintain its present
level of service.

Additionally, during the years ended June 30,2003 and 2002, the agency received $1,224,327
and $971,898 or approximately 55% and 51% of its program revenues in the fonn of
Medicaid reimbursements.

8. COMMITMENTS AND CONTINGENCIES

The Company leases office space under a long-term operating lease requiring monthly
payments of $4,179. The term of the lease is from August 2002 through February 2005. As
part of the lease terms, the lessor agreed to waive the rent for August 2002 and August 2003.

Rent expense amounted to $42,285 for 2003

The following is a schedule of future minimum lease pa)1nents under the above lease:

2004
2005

$ 47,155
35.238

$ 82,393

9. DESIGNA TION OF NET ASSETS

Included in net assets are amounts designated as endowment funds, which are to be used for
capital improvements. The Board retains control over and may at its discretion subsequently
use these funds for other purposes. Activity of the endowment consists of the following:

2003 2002

Beginning balance 837,635 $$ 1,057,095

Income recognized (23,309) (221,146)
Contributions received 586 1,985
Distributions --
Foreign taxes 425 (299)

Ending balance $ 815,337 $ 831,635

(Continued)
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Raintree Services, Inc. and Subsidiary

Notes to Consolidated Financial Statements
June 30, 2003 and 2002

(Continued)

10. SUMMARIZED INFORMATION OF WHOLLY-OWNED SUBSIDIARY

Raintree Case Management, LLC (the "subsidiary") was organized in August 2001 for the
purpose of contracting with the State of Louisiana Department of Health and Hospitals to
provide case management services to mentally retarded, developmentally disabled, adult
disabled, elderly, infants and toddlers and IllY participants. The subsidiary is currently
contracted to provide these services through February 2005.

The following summarizes financial position and operations as of and for the year ended June
30, 2003 and 2002:

(Continued)
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Raintree Services, Inc. and Subsidiary

Notes to Consolidated Financial Statements
i

Jqne 30, 2003 and 2002
~'" (Continued)

2003 2002

Assets

104,287 276,430Total Assets

Liabilities and Net Assets

Accounts payable 104,286 276,429

1Net assets

104,287 276,430Total Liabilities and Net Assets

Revenues

986, ~o 766,073Fees for services

Expenses

974,~1

ll.~

763,609
2,418

46

Contract services
Administrative fees
Bad debts
Other

766,073986,730

Increase in net assets

1

1Beginning net assets
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Raintree Services, In~. and Subsidiary

Schedules of Finding and Questioned Costs
June 30, 2003 and 2002

We have audited the consolidated financial statements of Rain tree Services] Inc. and subsidiary as
of and for the year ended June 30, 2003, and have issued our report theteon dated October 2,
2003. We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to fmancial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Our audit of the consolidated financial statements
as of June 30, 2003 resulted in an unqualified opinion.

Section I Summary of Auditor's Reports

a.

Report on Internal Control and Compliance Material to the Financi~l Statements

Internal Control

Material Weaknesses
Reportable Conditions

Yes
Yes

XNo
X No

Compliance

"rtes x NoCompliance issues Material to Financial Statements

b. Federal Awards -None

Identification of Major Programs -Nonec.

Section n Financial Statement Findings -No matters were reported.

Section ill Federal Award Findings and Questioned Costs -None

15



Bain, Freibaum, Sagona & Co., L.L.P.
Certified Public Accountants and Consultants

ME~ER
American Institute of CPAs

Society of Louisiana CPAs

Accounting Group Intema~onal
(Associates in Principal Cities)

Gus Freibaum, Jr., CPA *
Elliott M. Bain, CPA *
Nick O. Sagona, Jr., CPA*
David J. Bourg, ffi, CPAlPFS*
William F. Matthew, CPA*
Barry Lee, CPA*

* A Professional Accounting Corporation

Independent Auditor's Report on Compliance and on Internal Control
Based on an Audit of Basic Financial Statements Performed in
Accordance with Government Auditing Standards

To the Board of Directors
Raintree Services, Inc. and Subsidiary
New Orleans, Louisiana

We have audited tIle consolidated financial statements of Rain tree Services, Inc. and subsidiary (a nonprofit
organization) as of and for tIle years ended June 30, 2003 and 2002, and have issued our report thereon
dated October 2,2003. We conducted our audits in accordance with auditing standards generally accepted
in tIle United States and standards applicable to financial audits contained in Government Auditing
Standards. issued by tIle Comptroller General of tIle United States.

Compliance

As part of obtaining reasonable assurance about whether Raintree Services, Inc. and subsidiary'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 material
effect on tile detennination 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 Standards.

Internal Controls Over Financial Rei2Qrting

In planning and perfonning our audit. we considered Raintree Services, Inc. and subsidiary's internal
control over financial reporting in order to detennine 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. Our consideration of tile internal control over financial reporting would not necessarily disclose
all matters in tile internal control over financial reporting that might be material weaknesses. A material
weakness is a condition in which tile design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by
employees in tile nonnal course ofperfonning their assigned functions. We noted no matters involving tile
internal control over financial reporting and its operation that we consider to be material weaknesses.

Texaco Center. 400 Poydras Street. Suite 1800 .New Orleans, LA 70130-3223 .telephone 504/568-0086

Fax 504/568-0102. http:/www.bfscpa.com ! 16



To the Board of Directors
Raintree Services, Inc. and Subsidiary
Page 2

This report is intended for the information of the Board of Directors, managenient, and the Bureau of
Consolidated Educational Programs, Office of Educational Support Programs and ~he Legislative Auditor.

I

However, this report is a matter of public record and its distribution is not limited.

0 1~ O"'A~.Ib.~A-~" .
~ vCertified Public Accountants

October 2, 2003
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