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Ehricht & Associates, LLC

CERTIFIED PUBLIC ACCOUNTANTS

Membera
Amencan Institute of C P A's

INDEPENDENT AUDITOR’S REPORT Lowsiana Society of C PA’S

Board of Directors
Options Foundation, Inc
Baton Rouge, Lowisiana

We have audited the accompanying statement of financial postion of Options Foundation, Inc (a nonprofit organzzation) as
of June 30, 2011, and the related statements of acttvities, functional expenses, and cash flows for the year then ended These
financial statements are the responsibility of the Organization’s management OQur responsibility 1s to express an opimon on
these financial statements based on our audit The financial statements of Options Foundation, Inc as of June 30, 2010 were
audited by other auditors whose report dated December 29, 2010 expressed an unqualified opimion on those statements

We conducted our audit w accordance with suditing standards generally accepted in the United States of America and the
standards applicable to financial audits contamed 1n Government Auditmg Standards, 1ssued 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 inclides examiming, on a test basis, evidence supporting
the amounts and disclosures i the financial statements An audit also mcludes assessing the accounting pnnciples used and
the sigmificant estimates made by management, as well as cvaluating the overall financial statement presentation We believe
that our audit provides a reasonable basis for our opinion

In our opimon, the financial statements referred to above present fairly, 1 all material respects, the financial postion of
Options Foundation, Inc as of fune 30, 2011, and the changes m its net assets and its cash flows for the year then ended mn
conformity with accounting principles generally accepted n the United States of America

In accordance with Government Auditing Standards, we have also 1ssued our report dated December 14, 2011, on our
consideration of Options Foundation, Inc *s mternal control over financial reporting and on our tests of its comphance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters The purpose of that report 15 to
descnbe the scope of our testing of mternal control over financial reporting and complhiance and the results of that testing, and
not to provide an opinion on mternal control over financial reporting or on comphance That report ts an integral part of an
audit performed n accordance with Government Audrting Standards and should be considered in assessing the results of our
audit

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole The accompanying
schedule of expenditures of federal awards 1s 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, and 1s not a
required part of the financial statements Such iformation 1s the responsibility of management and was derived from and
relates directly to the underlymng accounting and other records used to prepare the financial statements The information has
been subjected to the auditing procedures applied n the audit of the financial statements and certam additional procedures,
mncluding companng and reconciling such mformation directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted i the Umited States of Amenca In our opmion, the mformation 1s fairly stated mn all matenal
respects 1o relation to the financial statements as a whole

Sincerely,

Shiilpy Pecocsid—

Ehricht & Associates, LLC
Baton Rouge, Louisiana
December 14, 2011

PO BOX 14214 - BATON ROUGE, LOUISIANA 70838 - FAX (225) 387-0358 - (225) 387-0357
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OPTIONS FOUNDATION, INC.
BATON ROUGE, LOUISTANA

STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2011 AND 2010

ASSETS
2011 2010
Current Assets
Cash and cash eguivalents £ 19912 5 -
Cash - resident funds 120,188 131,564
Certificate of Deposit - pledged - 35,000
investments - 10,322
Contract receivables 104,686 168,589
Other current assets 36,672 3,643
Total current assets 281,458 349,118
Fixed Assets
Land 88,325 88,325
Buildsngs 860,548 856,128
Vehicles 50,397 77,273
Furmiture and Faxtures 54,591 54,591
Iroprovments 43,668 72,820
Computers and Equpment 41,971 21,971
1,139,500 1,171,108
Accumulated Depreciation (427,878} (443.439)
Total fixed assets 711,622 727,669
ther Assets
Deposits - 2,557
Due from Related Compantes 417,678 292,095
Total Other Assets 417,678 294,652
Total Assets 1,410,758 51,371,439

LIABILITIES AND NET ASSETS

Cnrrent Liabilihes

Bank Overdrafts 5 - £ 4790
Short-term notes payable 34677 35,000
Notes payable - cutrent portion 33,345 180,602
Accounts payable 44,108 52,552
Accrued Rent 33,600 -
Resident funds payable 120,188 131,564
Accrued wages 11,690 23944
Payroll taxes and related payables 247,304 216,267
Due to related companies 27,004 27,003
Total current l1abilities 552,116 671,722

Long Term Liablities
Notes payable 504,929 333,645
Total habihihes 1,057,045 1,605,367

Net Assets

Unrestricted 353,113 366,072
otal Lialmlites and Net Assets $£1,410,758 §1,371 439

The accompanymg notcs arc an integral part of these statements



QOPTIONS FOUNDATION, INC.
BATON ROUGE. LOUISIANA

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

CHANGES IN UNRESTRICTED NET ASSETS

2011 2010
Revenues and Gains
Unrestricted Support Revenues
Grant-Office of Mental Health-River Oaks $ 322354 $ 325303
Grant-Office of Mental Health-A New Life - 47,333
Grant-HUD/City of Baton Rouge-Options Villa 144,279 132,882
Grant-HUD-HPRP 120,795 42,552
Grant-Wilson Foundation - 28,950
Rent Income-Raver Oaks 103,950 103,652
Rent Income-Ophons Vilia 119,493 119,161
Rent Income-A New Life - 18,000
Rent Irncome-Options West 61,515 27,706
Rent Income-Options East 2,325 4,573
Rent Income-Pines Estates 36,815 72,428
Rent Income-Acadiana 28,275 43,552
Rent Income-Donmoor - 10,399
Donations 279,500 99,860
Management Fees 9472 10,618
Chantable Gaming 170,792 105,364
Vending Income 23,940 7,765
Investment Income - 59
Forgiveness of Debt - 1,387,715
Other 22,540 64,171
Total Revenues and Gaing % 1,446,045 £2,652.447

The accompanying rotes are an mtegral part of these statemen
3



OPTIONS FOUNDATION, IN
BATON ROUGE, LOUISTANA

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

CHANGES IN UNRESTRICTED NET ASSETS-continued

Expenses

Prograrn Services
Raver Oaks
Options Villa
A New Lije
Options West
Options East
Pines Estates
Acadiana
Donmoor
HPRP

Support Services
Management and General
Vending
Charitable Garung

Total Expenses

Increase {decy: n Unrestnicted Net Agsets

Net Assets - bezinning of peniod

Net Assets - end of period

|
J
|

The accompanying ‘r'lotes are an ntegral pant of these statemen
1
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2011 2010

$ 326,131 § 353,339
264,440 237,139

- 71,338

63,823 15,329
77622 19,512
155,434 225,294
163,279 171,716

- 27,936

177,585 51,919
61,200 393,124
24,248 5,850
144,642 82,786
1,458,404 1,655,782
(12,339) 996,665
366,072 (630.593)

§ 353,713 $ 366,072
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OPTIONS FOUNDATION, INC.

BATON ROUGE, LOUISIANA

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 36, 2011 AND 2010

Cash Flows From Operating Activies

Change m net assets

Adjustments to reconcile change in net assets to nel
cash provided (used) by operating activities

Depreciation

Amortization of loan onigination fee
(Increasc) decrease in Certificates of Deposits

{Increase) decrease w Investments

{Increase) decrease 1 restdent funds
(Increase) decrease m contracts recervable
{Increase) decrease 1n other current assets

Derrease

Increase (decrease) mn accounts payable

m deposits

Increase (decreasc) m acerued reat

Increase (decrease) in bank overdrafts
Increase (decrease) in accrued habihihes
Inerease (decreace) in resident funds payable
Unrealized loss (gam) on investments

Net cash used by operating activities

ash Flo

From Investin

chwities

Advances to related companies
Advances from related companjes

Debt Forgiveness - related company
Retirement of fixed assets and leasehold improviments

Purchase of property

Net cash used by mvesting activinies

Cash Flows From Financing Activiies

Loan Proceeds - short term debt
Loan Proceeds - long term debi

.oan paymenis-commumty development block grant program

Loan payments - short term debt

Loan payments-bank lean
Net cash provided (used) by financing actvities

Increase {(Decrease) in Cash and Cash Equivalents
Cash and cash equivalents, begianing of period
Cash and cash equivalents, end of penod

Cash pad for wnterest

Total 1terest expense per statement of functional expenses

Accrued interest on IRS notices

Cash paid

2011 2010
{(12,360) $ 996,665
19,004 38,319
137 -
35,000 .
10,322 -
11,376 67,803
63,903 (29,944)
(33,029) 5,363
2,557 200
(8,444) 81,376
33,660 -
{4.790) 4,790
18,783 91,120
{11,376) (71,486)
- 37
144,683 1,184,243
(125,583) (55,541)
1 225,236
- {1,387,715)
(18,533) .
(4.419) {8,200)
(148,539) (1,226,220)
53,566 35,000
210,658 -
(20,562) (11,313)
(53,889) -
(166,006) _ (17.585)
23,767 6,102
19,911 (35,875)
- 15,875
19,611 $ -
17,955 3 31,737
- (15,755)
17,955 3 15,982

The accompanymng notes are an integral part of these statements
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OPTIONS FOUNDATION, INC.

BATON ROUGE., LOUISIANA

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011 AND 2010

1

Summary of Significant Accounting Policies

(@

{b)

(c)

@

Organization and Nature of Activities

Options Foundation, Inc 15 a private, non-profit organization whose purpose 18 to provide services for
people with behavioral health requirements primarily i Baton Rouge, Louisiana

Options Foundation, Inc 1s exempt from federal mcome taxes under section 501(c)(3) of the Internal
Revenue Code, and therefore has made no provision for federal income taxes n the accompanymg
financial statements. In addition, Options Foundation, Inc has been determmed by the Internal Revenue
Service not to be a “private foundation” within the meaning of Section 509(a) of the Internal Revenue
Code There was no unrelated business income for 2011 or 2010 Federal and state tax authorities
generally have the nght to examine and audit the previous three years of tax returns filed

Bass of Accounting

The Orgamzation maintamns 1ts books and prepares is financial statements on the accrual basis of
accounting according to accounting principles generally accepted in the United States of Amenca
Consequently, revenues are recogmzed when earned, and expenses are recognized when mcurred  All
significant receivables, payables and other hatulities are reflected mn the financial statements

The Organization 1s requred to report mformation regarding its financial position and activities
accordmg to three classes of net assets unrestricted net assets, temporarly restricted net assets, and
permanently restricted net assets

The Organization allocates tts expenses on a functional basis among its various programs Expenses that
can be identified with a specific program are allocated duwectly according to ther natural expense
classification

Net Assets

Net assets, revenues, expenses, gams and losses are classified based on the existence or absence of
contributor 1mposed resttictions  The Organtzation’s net assets balance 1s comprised only of net assets
for general use with no restrictions

Other Accountmg Policies

Cash Equrvalents
The Orgamzation considers all hughly iqud mvestments, mcluding certificates of deposit with matunity
of three months or less, to be cash equivalents

Corutributions
The Organization 15 required to report its contributions recerved as unrestricted, temporanly restricted, or
permanently restricted dependimng on the existence and/or nature of any donor restnictions  Contributions
are recogmzed when the donor makes a promise to give to the Organization that 15, 1 substance,
unconditionai



OPTTONS FOUNDATION, INC.

BATON ROUGE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011 and 2010

1

Summary of Sienificant Accounting Policies (continued)

Accounts Recervable

Accounts recervable, where recogmzed, are actual amounts owed to the Orgamzation and are recognized
at net amount owed with no allowance for uncollectible accounts Management expects alf recervables to
be collectible for the years ended June 30, 2011 & 2010

Use of Estimates

The preparation of financial statements 10 conformity with generally accepted accounting principles
requires management to make estimates and assumptions that effect certam reported amounts and
disclosures  Accordingly, actual results could differ from those estimates

Investments
The Foundation carries investments in marketable securities with readily determuned fair values and all
mnvestments in debt securities at their faur values in the Statements of Financial Position

Subsequent Events
The Orgamization has evaluated subsequent events through December 14, 2011, the date the fipancial
statements were available to be 1ssued, for recording and disclosure

Fixed Assels

Fixed assets acquired by Options Foundation, Inc are considered owned by the Orgamization However,
State funding sources may maintain equitable imnterest in the property purchased with grant momes as weil as
the nght to determine the use of any proceeds from the sale of these assets The State has a reversionary
nterest in those assets purchased with its funds, which have a cost of $500 or more, and an estimated useful

life of at least two years

Options Foundation, Inc follows the practice of capitalizing, at cost, all expenditures for fixed assets in
excess of $500 Depreciation 15 computed on a straight-line basis over the useful lives of the assets generally

as follows

Estimated Useful Life
Buldings & Improvements 30 years
Furniture & equipment 5 - 12 years
Transportation equipment 5 years

Depreciation expense was $39,004 and $38,319 for the years ended hme 30, 2011 and 2010, respectively

Resident Funds Payable/Representative Pavee Account

Options Foundation, Inc , as a non-profit orgamization, has been designated a representative payee by the
Social Security Admuustration for certain individuals participating in Options’ residential programs  As
representative payee, Options receives Social Security and/or Supplement Secunty Income (SSI) payments
for individuals who cannot manage, or direct someone else to manage s or her money The main
responsibility of the payee 13 to use the funds to pay for the current and foreseeable needs of the



OPTIONS FOUNDATION, INC.
BATON ROUGE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011 and 2010

3

Resident Funds Payable/Representative Payee Account (continued)

beneficiary and to save any remaming funds for the beneficiary A fee 15 collected by Options for performing
thts function Because the funds are mamntamed and not owned by Options Foundation, Inc , the cash balance
has been recorded as an asset on the financial statements with a corresponding hizbility of an equal amount
Contracts Receivable

Recervables at years ended June 30, 2011 and 2010, are summarized below

2011 2010
DHH Office of Mental Health 5 2422 § 73,144
Office of Housing and Urban Development - 92,438
Office of Community Development 20414 2,000
Other 987

$ 104686 $ 168,589

Allowance for doubtful accounts — contracts receivable
Uncollectible coniracts receivable are charged directly to eamnings when they are determined to be

uncollectible Use of this method does not result in a matenal difference from the valuation method requured
by generally accepted accounting principies

Compensated Absences

The Orgamization allows full-ime employees to receive compensation for vacation and sick leave as
workload allows Compensated absences for vacation and sick pay have not been accrued since they cannot
be reasonably estimated, but are expensed as incurred

Certificate of Deposit — pledge

At June 30, 2010, restricted investments consisted of $35,000 1n a certificate of deposit set aside to secure a
letter of credit This line of credit and the certificates of deposit were elimnated in fiscal year 2011 and no
longer exist.

Leased Facijlities

Facilities used by Optons Foundation, Inc for River Oaks were leased for $33,600 and $52,800 for the years
ended June 30, 2011 and 2010, respectively, from Medical Management Options, Inc  The current lease 1s a
month-to-month lease. As of June 30, all of the rent for the year ending June 30, 2011 was accrued and
unpaxd

Options Foundation, Inc entered into a one year lease on June 1, 2011 with a Medical Management Options,
Inc for the admmnistrative office located at 8540 Quarters Lake Road m Baton Rouge, Lowsiana The
monthly rent 1s $3,000 per month There 1s an antomatic renewal clause 1n the lease

On December 28% 2010, Options Foundation entered mto a one year lease for office/storage space located at
544 N Foster in Baton Rouge, Lousiana The rent s $1,250 per month

10



OPTIONS FOUNDATION, INC.

BATON ROUGE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011 and 2010

10

11

Related Party Transactions

The total amount owed to related orgamizations amounted to $27,004 and $27,003 for the years ended June
30, 2011 and 2010, respectively The total amount owed from related orgamzations amounted to $417,678
and $292,095 for the years ended June 30, 2011 and 2010, respectively Medical Management Options, Inc
forgave debt i the amount of $1,387,715 during the year ended June 30, 2010 Balances of recervables and
payables are a result of working capitai advances to and from related organizations

Commitments and Contingencies

Revenue ~ Options Foundation, Inc receives a portion of its revenues from federal and state povernment
grants and contracts, many of which are subject to audit by the federal or state government The ultimate
determination of amounts received under these programs generally 1s based upon allowable costs reported to,
and audited by, the government Until such audits have been completed and final settlement reached, there
exists a contingency to refund any amount received in excess of allowable costs Management 15 not aware of
any pending audits or proposed adjustments, and no provision for esttmated retroactive adjustments have
been made

Payrell taxes and related payables

Pnior to fiscal years ending in 2011 and 2010, payroll was mantamed by Opiron’s personnel and there was a
problem m that years later 1t was determined by the Internal Revenue Service that the employee yearly
earnings reports, forms W-2s, were not filed As a result sigmificant penalties were assessed aganst Options
Foundation, Inc  These penalties are recorded on these financal statements, however attempts are bemng
made to have the penalties waived The total amount owed to the Internal Revenue Service for the penalues
amounted o $100,017 and $101,050 for the years ended June 30, 2011 and 2010, respectively

In prior years the unemployment taxes for the Lowsiana Workforce were determmed using a rermbursable
account which 15 not the norm for most employers  As a result there 15 2 large balance due for old taxes As
of January 1, 2011, Options has been allowed to pay taxes hike most other employers 1 the state of Lowsiana
which should result 1n a much lower tax obligation Efforts are also being made to reduce or warve the old
balance The total amount owed to the Lowsiana Workforce Commussion for the unemployment taxes
amounted to $147,287 and $115,216 for the years ended June 30, 2011 and 2010, respectively
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OPTIONS FOUNDATION, INC.
BATON ROUGE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2611 and 2010

12 Notes Payable

Notes payable consist of the foilowing at June 30, 2011 and 2010- 2011

Note dated August 25, 2006 with a balance of $179,414 due

m 59 equal installments of 31,402 at 7% interest with a

balloon payment consistng of the remaiming amount of pnncipal

and any accrued mnterest due, payable on August 23, 2010

The loan 1s secured by land, buildings and deposit account $ - %

156,711

Less current matunties - {156.711)

Long-term debt, less current portion $ - $

Note dated September 14, 2000 with an original balance avatlable

of $§171,000, maturing Apni 1, 2021 The loan s 2 pnncipal only

(no interest) loan for a term of twenty years, payable in monthly
installments of $712 50 beginning Apnl 1, 2001 The loan 1s secured

by a first mortgage on the subject property hsted as 143 & 145 N 24"
street and 2386 Convention St, Baton Rouge, LA The source of the
loan 1s Federal grant funds available under the Community

Development Block Grant (CDBG) Program, as provided to the

City of Baton Rouge-Pansh of East Baton Rouge under grant agreements
with the U 8 Department of Housing and Urban Development

The loan proceeds are restricted to property acquisition and

rebabiitahon construction costs $ 84787 3

93,053

Less current maturiites (8.550) {8.550)
Long-term debt, less current portion $ 76237 § 84503

Note dated June 14, 2002 with an onginal balance available

of $54,000, matunng November 1, 2020 The loan 1s a pnncipzl only

(no interest) loan for a term of twenty years, payable in monthly

mstaiiments of $250 00 begmming November 1, 2002 The loan s secured

by a first mortgage on the subject property hsted as 150 North 26"

Street, Baton Rouge, LA The source of the

loan 15 Federal grant funds available under the Communty

Development Block Grant (CDBG) Program, as provided to the

City of Baton Rouge, of East Baton Rouge under grant agreements

with the U § Department of Housmg and Urban Development

The loan proceeds are restricted to property acqusition and

rehabilitatron construction costs  As of June 30, 2610 $52,000 had

been disbursed for the purchase of property $ 25197 §
Less current matuntes {(3.000)

28,197
{3,000

25,197

Long-term debt, less current portion £ 22197 §
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OPTIONS FOUNDATION, INC.
BATON ROUGE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011 and 2010

12

Notes Payable (continued) 2011 2010

Note dated July 7, 2003 with an onginal balance available of

$88,000, maturng July 15, 2023 Principal 15 first repayable i 60
equal installments of $656 20 each, commencing August 5, 2003
Starting August 15, 2008, principat 15 repayable in 179 equal
Installments of $635 67 each The final principal payment of $634 35
will be made on July 15, 2023 For the first sixty months, the mterest
tate on thus note wilt be 6 5% Thereafter, the interest rate 1s subject to
change based on changes n an independent index, the Weekly Averape
Yield on U.S Treasury Sccurities The vanable interest rate on this note
can be no less than 6% and no higher than 14 5% This interest rate at
Tune 30, 2010 was 6% The loan 18 secured by Collateral Mortgage

Note dated July 7, 2003 $ 72608 % 76,370
Less current maturnties (3.920) (3,329
Long-term debt, less current portion $_ 68688 § 73.04]

Note dated February 15, 2008 wnth an oniginal balance

of $125,000, matuning May 31, 2028 The loan 1s a principal only

(no nterest) loan for a term of twenty years, payable n monthiy
mstallments of $521 00 begmning May 31, 2008 The loan 18 secured
by a first mortgage on the subject property listed as 2631 Convenuon
Street, Baton Rouge, LA The source of the Joan 1s Federal

grant funds available under the Commumity Development Block

Grant (CDBG) Prograrm, as provided to the City of Baton Rouge-Parish
of East Baton Rouge under grant agreements with the U S Department

of Housing and Urban Department $ 110,907 § 117,733
Less current taturities (6.252) (6.251)
Long-term debt, less current portion 3 104655 § 111482

Note dated May 19, 2008 with an oniginal balance

of $55,000, maturing June 39, 2028 The loan 15 a pnncipal oaly

(no interest) loan for a term of twenty years, payable in monthly
1nstallments of $230.00 beginning June 30, 2008 The loan 1s secured
by a first mortgage on the subject property hsted as 2618 Convention
Street, Baton Rouge, LA The source of the loan 1s Federal

grant funds available under the Commumty Development Block

Grant (CDBG) Program, as provided to the City of Baton Rouge-Pansh
of East Baton Rouge under grant agreements with the U S Department

of Housing and Urban Development $ 46249 § 49,009
Less current maturiiies (2,760) (2,760
Long-term debt, less current portion $_ 43489 § 46249

13



OPTIONS FOUNDATION. INC.
BATON ROUGE, LOUISIANA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011 and 2010

12
Notes Payable (continued) ) } 2011 010

Note dated October 25, 2010 with a baldnce of $210,658 due m 60 monthly payments of $1,853 17 at 6 56 %
interest with a balloon payment consistuig of the remaining amount of principal and any accrued mnterest dug,
payable on October 25,2015 The loan js secured by land, buildings and deposit accounts

§ 204978 5 -
Less current matunities {_9.063) -
Long-term debt, [ess current portion $ 195915 3 -

Estimated principal maturities on long-term debt are as follows

June 30, 2012 £ 33,545

June 30, 2013 34,400
June 39, 2014 35,311
June 30, 2015 36,282
June 30, 2016 190,421
Thereafter 208.515

$ 538474

Options Foundation, Inc has short term financing agreements for msurance with Impenal Credit Corporation
with interest at 7 percent

13 Charitable Gaming

During 2008 Opntions Foundation, Inc begen conducting chantable gaming in the form of traditonal and
video bingo games Louisiana law allows non-profit organization to partner with for profit orgamzations to
conduet these activities with the proceeds gomg to the non-profit organization Expenses for these activibes
mnclude session rent, supphes and labor

14 Resirictions on Net Assets
Grants and funds recejved by Options Foundation, Inc are temporanly resinicted in that the funds are
generally program specific and to be spent i accordance with grant gwidelnes  All temporarily
restnicted funds were disbursed during the year

15 Fraud-Walmart
Options had credit cards for purchases at Walmart. The cards were 1ssued 1o certamn employees and the

cards had separate numbers for each employee Dunng the last fiscal year it was discovered that an
employee was making purchases for personal use The employce was terminated

14



OPTIONS FOUNDATION, INC,
BATON ROUGE, LOUJSIANA

NOTES TO FINANCIAL STATEMENTS
JUNE 340, 2011 and 2010

16 Major Sources of Revenue

Prior to fiscal year 2011, Options Foundation had a significant dependence on Medical Management Options
for support Much of the support that Options received was i the form of advances which were recorded as
hiabiles In fiscal 2010, sigmificant habrlities to Medical Management Oputions, Inc were forgiven and
recogmzed as revenue For the first part of fiscal 2011 Options recerved sigmficant donations from Medical
Management Options An effort 15 bemg made to reduce the dependence on support from Medical
Management Options Presented below is a breakdown of the major percentages of revenue sources for fiscal
2011 and 2010

2011 2010
Rwer Oaks 22% 12%
Donations - Medical Management Options 8%
Charttable Gaming/Bingo 12% 4%
Forgiveness of Debt 52%

15



U LIUNDS FULNDA LIONJINC,
SCHEDULE OF FEDERAL/STATE FINANCIAL ASSISTANCE PROGRAMS

FOR THE YEAR ENDED JUNE 30, 2011

FEDERAL GRANTQOR/S PASSﬁ{‘?}UGH DISBURSEMENTS
PASS.-THROUGH GRANTOR/ GRANTOR'S EXPENINTURES
PROGRAM TITLE NUMBER FEDERAL STATE
Department of Housing and Urban Development
Pass through programs from
Office of Commumty Delevopment 14 233 3 145,058 5
ARRA-Office of Commumty Development® 14 262 105,473
Office of Commurty Deleopment
Block Grant Section 108 Loan Guarantees 14 248 260,603 -
Subtotal Department of Housing and Urban Development 500,134 -
Louwsana Depantment of Health and Hospitals 662394F Y10 322,354
Lowsiana Department of Sotial Services HPRP Resolunon 47984 {5322
Totals § 500,134 5 337,676

* Amencan Recovery and Remvestment Act of 2009
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OPTIONS FOUNDATION, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 201t

Basis of Presentation

The accompanying schedule of expenditures of federal awards {the Schedule) mcludes the federal grant
activity of Options Foundation, Inc under programs of the federal government for the year ended June
30,2011 The nformation m this Schedule 1s presented in accordance with the requirements of OMB
Circular A-133, Audlts of States, Local Governments, and Non-Profit Organizations Because the
Schedule presents only a selected portion of the operations of Options Foundation, Inc i 15 not mtended
to and does not present the financial posrtion, changes n net assets, or cash flows of Options Foundation,
Inc

Summary of Significant Accounting Policies

(a) Expenditures reported on the Schedule are reported on the accrual basis of accounting  Such
expenditures are recognized following the cost principals contained m OMB Circular A-122, Cost
Principals for Non-Profit Organizations, wheremn certamn types of expenditures are not allowable or
are himited as to reymbursement

(b} Pass-through entity 1dentifying numbers are presented where available

Insurance
Options Foundation, Inc 1s m compliance with insurance requirements which specify that they will
provide Worker’s Compensation and Employers’ Liability insurance covering all employees
engaged 1 services m comphance with the laws of the State of Lowisiana  Options Foundation 15

also m compliance with the requrement to have a mummum coverage of $1,000,000 for general
hability and automobile habihity
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Ehricht & Associates, LLC

CERTIFIED PUBLIC ACCOUNTANTS

Members
Amercan lnstitute of CP A &
Loursiana Socicty of CPA »

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Options Foundation, Inc
Baton Rouge, Lomsiana

We bave audited the financial statements of Options Foundation, Inc (a non-profit organization) as of and for the
vear ended June 30, 2011, and have 13sued our report thereon dated December 14, 2011 We conducted our audit in
accordance with auditing standards generally accepted n the United States of Amenca and the standards apphcable
to financial audits contained m Government Audiiing Standards, 1ssued by the Compiroller General of the United
States

Internal Control Over Fmancial Reporting

In planmng and performung our audit, we considered Options Foundation, Inc ’s internal comtrol over financial
reportng as a basis for designing our anditing procedures for the purpose of expressing our opimon on the financial
staternents, but not for the purpose of expressimg an opmion on the effectiveness of Options Foundation, Inc ’s
mternal contro]l over financial reporting  Accordingly, we do not express an opinion on the effectiveness of the
organzation’s intemal control over financial reporting

A deficiency wn internal control exists when the design or operation of a control does not allow management or
employees, m the normal course of performing thew assigned functions, to prevent, or detect and correct
mmsstatements on a tumely basis A matertal weakness 1s a deficiency, or a combination of deficiencies, in internal
control such that there 15 a reasonable possibility that a material misstatement of the entity’s financial statements wil)
not be prevented, or detected and cotrected on a timely basis

Our consideration of mternal control over financial reporttng was for the limited purpose descnibed n the first
paragraph of this sechion and was not designed to identify all deficiencies n the internal control over financial
reporting that might be deficiencies, significant deficiencies, or materal weakness We identified a deficiency n
internal control over financial reporting described in the accompanying schedule of findings and questioned costs
(finding 2011-1) that we consider to be 2 matenal weakness m intemal control over financial reporting A,
significant deficiency 1s a deficiency, or a combrmation of deficiencies, n mnternal control that 15 less severe than a
material weakness, yet important enough to mertt attention by those charged with governance We consider the
material weakness 1dentified above to also be a significant deficrency

The organization’s Tesponse to the findings identified 1 our audit 15 descnbed n the accompanyng schedule of
findings and questioned costs We did not audit the orgamization’s response and, accordingly, we express no

opinion on it

Compharice and Other Matters

As part of obtaining reasonable assurance about whether Ophions Foundation, Inc ’s financial statements are free of
matenial misstatement, we performed tests of 1ts comphance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have a direct and matenial effect on the determination of
financtal statement amounts However, providing an opmion on comphance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opmion The results of our tests disclosed no
nstances of noncomphance that are required to be reported under Government Audiiing Standards

P O BOX 14214 * BATON ROUGE, LOUISIANtg 70898 * FAX (225) 387-0358 - (225) 387-0357



We poted certam other matters that we reported to management of Options Foundation, Inc 1w a separate
management letter dated December 14, 2011

This report 15 intended solely for the mformation and use of the Board of Directors, management, others within the
orgamzation, the Legislative Auditor, and federal awarding agencies and pass-through entities and 15 not intended to
be and should not be used by anyone other than these specified paries Under Lowmsiana Revised Statute 24.513,
thus report 15 distributed by the Legislative Auditor as a public decument

Simncerely,

mwﬁsac;at-_’

Ehncht & Assocates, LLC
December 14, 2011
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Ehricht & Associates, LLC

CERTIFIED PUBLIC ACCOUNTANTS

Members
Amernican Institute of C P A s
Lovmsiana Soewtvof C T &'

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECY AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors
Options Foundation, Inc
Baton Rouge, Louisiana

Compliance

We have audited Options Foundation, Inc °s (a non-profit organization) compliance with the types of comphance
requirements described 1t the OMB Cireular 4-133 Compliance Supplement that could have a darect and material
effect on each of its major federal programs for the year ended June 30, 2011 Options Foundation, In¢ s major
federal programs are 1dentfied in the summary of auditor’s results section of the accompanymg Schedule of
Findings and Questioned Costs Comphance with the requuements of laws, regulations, contracts and grants
applicable to each of its major federal programs 15 the responsibility of Options Foundation Inc ’s management Qur
responsibility 1s to express an opiien on Options Foundation Inc *s comphance based on our audit

We conducted our audit of comphance in accordance with auditing standards generally accepted 1n the Uruted States
of Amenca, the standards apphicable to financial audits contained m Government Audiing Standards, 15sued 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 requue that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of comphance requirements referred to
above that could have a direct and material effect on a major federal program occurred.  An audit includes
exanunng, on 2 test basis, evidence about Options Foundation, Inc ’s ¢complance with those requirements and
performimg such other procedures, as we constdered necessary n the cwcumstances  We beheve that our audnt
provides a reasonable basis for our opmion Our andit does not provide a legal detertmnation of Options Foundation,
Inc 's compliance with those requirements

In our opinion, Options Foundation, Inc comphed 1n all material respects, with the compliance requirements
referred to above that could have a direct and matenal effect of 1ts major federal programs for the year ended June
30,2011

Internal Control Over Comphance

Management of Options Foundation, Inc 1s responsible for establishing and mamtaining effective internal control
over comphance with requirements of laws, regulations, contracts and grants applicable to federal programs In
planning and perforrmng our audit, we considered Options Foundation, Inc ’s mtemal control over comphiance with
requirements that could have a direct and matenial effect on a major federal program to determined the auditing
procedures for the purpose of expressing our opmmon on complance and to test and report on mternal control over
compliance n accordance with OMB Circular A133, but not for the purpose of expressing an opmuon on the
effectiveness of internal control over compliance Accordingly, we do not express an optmon on the effectiveness of
the orgamizatan’s uilernal control over compliance

A deficiency in mternal control over compliance exists when the design or operaton of a control over compliance
does not allow management or employees, m the normal course of performing, their assigned functions, to prevent or
detect and correct, noncomplance with a type of compliance requirement of a federal program on a timely basis A
material weakness in mternal control over compliance 15 a deficiency, or combimation of deficiencies, i mternal
control over comphance, such that there 1s a reasonable possibility that matenal noncomplance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis
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Our consideration of the internal control over comphance was for the lirited purpose described in the paragraph of
this section and was not designed to idenufy all deficiencies m mternal control that mught be deficiencies, sigmficant
deficiencies, or material weaknesses We did not 1dentfy any deficiencies m mternal control over compliance that
we congider to be material weaknesses, as defined above

Options Foundation, Inc’s responses to the findings identified 1n our audit are described in the accompanying
schedule of findings and questioned costs We did not audit Options Foundation, Inc ’s response and, accordngly,

we express no opinion on the response
Thus report 15 1ntended solely for the information and use of Board of Directors, management, others within the
organization, the Legislative Auditor, and federal awarding agencies and pass-throngh entities and 15 not intended to

be and should not be used by anyone other than these specified partes Under Lowsiana Revised Statute 24 513,
thas report 1s distributed by the Legislative Auditor as a pubhic document

Sincerely,

SUApMrsocids

Ehncht & Associates, LLC
December 14, 2011
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OPTIONS FOUNDATION, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

We have audited the financial statements of Opnons Foundation, Inc , as of June 30, 2011, and for the year then ended, and have 1ssued our
report thereon dated December 14, 2011 We conducted our audit in accordance with auditing standards generally accepted 1 the United
States of America and the standards apphicable to financial auduts contained in Government Audinng Standards, 1ssued by the Comptrolier
General of the Unites States and the provisions of OMB Circular A133  Qur audit of the financial statements as of June 30, 2011 resulted
n an uaqualified opmon

Summary of Auditor’s Reports

a Report on Internal Control and Compliance Matenal to the Financial Statements
Internal Control
Matenal Weaknesses X Yes __No  Sigmificant Deficiencies X Yes __ No
Compliance
Compliance Matenal to Financial Statements __Yes X No
b Federal Awards
Intemal Controk
Material Weaknesses __Yes X No Sigmificant Deficiencies __ Yes X No
Type of Opinton On Comphance Unguabfied X Quahfied _
For Major Programs Disclaimer _ Adverse __
Are their findings required to be reported in accordance with Circular A-133, Sectton 510(2) _ Yes X No
Was a management letter sssued? X Yes __No
¢ identification of Programs tested as Major Programs( no program exceeded $300,000)

CFDA Number (5) Name of Federal Program (or Clugter)
14 235 Supportive Housing Program
14 262 ARRA-Homeless Prevention and Ramd Re-Entry Program
14 248 Block Grant Section 108 Loan Guarantees

Dollar threshold used to distinguish between Type A and Type B Programs  § 300,000
Is the auditee a ‘low-nsk™ auditee, as defined by OMB Circular A-337 _ Yes XNo

Fending - Financial Statement Audit
Finding 201 §-1

Observation

Recently, Options Foundation, Tne hired a new Executrve Director who has the qualifications and tramning to read and understand financial
statements The Executrve Director 1s qualified to determmpe if the statements are adequately prepared m accordance with generally
accepted accounting principles (GAAP) and 1s qualified in recording the entity’s financial transactions In past years, the Otgamzation has
relied more heavily on its external auditors to assist in adjusting the books and to assist in the preparation of external financial statements
and related disclosures Under U § generally accepted auditing standards, the auditors cannot be considered part of the Organizaton’s
mternal control structure, and because of limitations of the Organization’s staff, the design of the intemal control structure does not
otherwise inciude procedures to prevent or detect a matenal musstatement i the external financial statements  As a result of these matters
which occurred m prior years, Options Foundation has failed to submit the requred data collection forms to the OMDB as a result of not
being aware of this requirement

Recommendations
We suggest that the Executsve Director shauld, in addition to having qualfications to tead and understand financial ststements, become

more famuhiar with the A-133 reporting requirements and the responsibilitres of management when federal funds are mvolved Thus might
be accomplished through mereased coordinatton between the external auditors and the Executive Director

Management’s corrective action plan
Options Foundahon, Inc has evaluated the cost vs benefit of establishing internal controls over the preparation of financial statements 1z

accordance with GAAP, and determined that 11 1s 1n the best interest of the Orgamzation to outsource this task to 1ts independent auditors,
and to carefully review the draft financial statements and notes prior to approving them and accepting responssbility for their contents and
presentation This review will also melude coordimation with the auditors to become aware of all of managements” responsibilities
including the federal A-133 reporung requirements

Questioned Costs

There are no questioned costs for the year ended June 30, 2011
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OPTIONS FOUNDATION, INC.

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30. 2018

Summary of Prior Audit Findings
Finding 2010-1

Observation

Options Foundation, Inc does not have a staff person who has the qualifications and training to apply generally accepted
gccounting principles (GAAP) i recordmng the entity’s financial transactions or prepanng its financial statements, mncluding
the related notes The Organization relies on 1its auditors to assist m adjusting the books and to assist 1n the preparation of
external financial statements and related disclosures Under U S generally accepted auditing standards, the auditors cannot
be considered part of the QOrganization’s mternal control structure, and because of hmutations of the Orgamzation’s staff, the

design of the mternal control structure does not otherwise include procedures to prevent or detect a material pusstatement mn
the external financial statements.

Status

As stated n finding 201 1-1, Options Foundation, Inc hired a new Executrve Director  The Executive Director 1s qualified to
read and understand financial staterents and can determine 1f the statements are properly prepared 1n accordance with
generally accepted accounting prmciples (GAAP) and 1s qualified in recording financial transactions  Options Foundation,
Inc has evaluated the cost vs benefit of establishing mternal controls over the preparation of financial statements in
accordance with GAAP, and determined that it 1s it the best interest of the Organization to outsource this task to its
independent auditors, and to carefully review the draft financial staterents and notes prior to approving them and accepting
responsibility for their contents and presentation The review will also consist of coordmation with the external auditors to
comply with federal A-133 reporting requirements

Summary of Prior Management Letter Comments

Options Foundation, Inc 1s no longer relying on the related parties to support the operations

Opuons Foundation, Inc has mmplemented procedures to track disbursements from the resident fund account
Options Foundation, Inc has developed a budgeting process to assist n the monmitoring of programs

Options Foundation, Inc has supplemented the agendas for the board meetings with summaries of the discussions
and the decisions reached

5 Options Foundation, Inc has outsourced the payroll function and has also developed procedures to monitor payroll
comphance matters

W N =
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Ehricht & Associates, LLC

CERTIFIED PUBLIC ACCOUNTANTS

Members
Amencan Institute of C P A's
Lowsiana Soclety of CP A’s

December 14, 2011

To the Management and
Boeard of Directors of
Options Foundation, In¢

In planning and performing our audt of the financial statements of Options Foundation for the year ended June 30, 2011, in accordance
with auditing standards generally accepted tn the Umnited States of Amenca, we considered the Orgamization’s mternal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the orgamzahon’s miemal control
Accordingly, we do not express an opimion on the effectiveness of the Organization®s internal control

However, during our audit we became aware of several matters that are opportumities for strengthening nternal controls and operating
efficiency The memorandum that accompanies this letter summarezes our comments and suggestions regarding those matters This letter
does not affect our report dated December 14, 2011 on the financial statements of Options Foundatior, Inc

We will review the status of these comments doring our next audit engagement We have already discussed many of these comments and
suggestions with various Organization personnel, and we will be pleased to discuss them m further detail at your convenience, to perform
any additional study of these matters, or to assist you 1n implementing the recommendsations Our comments are summarized as follows

Computerized Accounting System

The company’s books are mantamed very well utihizing Peachtree Accountmg Software  Back-ups were mamtained for the data. However,
the program disks for the software have heen musplaced and are not avarlable  1f there were a compuier crash, even if the data could be
restored, the data could rot be restored without a copy of the program to restore the data to Contact should be mtiated with Peachtree
Accounting 1n order to get replacement program disks These disks and copes of back-up data should also be maintatned at a remote
secure location

The computer software has the capability to maintain data for prior years When attempling to access a prior specific “period”, the software
wiil not allow the operator to access anything further back than one year prior to the currenl year In order to access information which is
older, & persen needs to select the option labeled “Specific date” as opposed to a “pernod” Management has indicated a preference for
another computerized accounting system  Careful consideration should be tade to determine that a new systemn s preferable to the old
system Preferzbly a new system should have as much security and control as the old system and provide better access to data than the old
system Maintamning the records and being able to access records for prior years, if a change 15 made 1o a new system, remamns vital
Management should also exercise extreme cautson when transiboning from one accounting system to another Duel systems can be
mantained until 1t 1s determined that the new system 1s operating effectively

Annual Aud

The annusl audit 15 required by the Lowsiana Legislabive Auditor and the Office of Management and Budget (OMB), when certain levels
of grants and awards are recerved The auditor must be Independent. In order for the auditor to reman independent, the auditor’s fee for
the prior year must be paid before the auditor can be engaged for the current year The Lowsiana Legislative auditor requures that the audit
be submutted no later than s1x months afier the end of the audit year The duc date for Options Foundation, Inc 1s December 31 of each
year The fee for the prior auditor was not pard timely and there was a disagreement regarding the fee and as a result the curtent audit
engagement approval was delayed untif September 13, 2011 In the future, any fee dispute should be resolved immedately and the auditor
should be engaged as soon as possible The auditor can be engaged before the end of the year as long as there 15 no fee 1ssue The earlter the
anditor 1s engaged, the more efficient the audit process becomes and can provide a greater benefit to Options

This report 1s ntended selely for the information and us¢ of management, of Options Foundation, Inc , and others within the Organization
and 15 not intended to be and should not be used by anyone other than these specified parties

2l Lj/ i&gﬁ&a‘a fe g

Ehricht & Associates, LLC
Baton Rouge, LA
December 14, 2011
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March 9, 2012

Ighn Ehricht ‘
Ehnicht & Associates

P 0. Box 14214

Baton Rouge, LA 70898

Dear John'
In response to your Management Letter dated December 14, 2011, we offer the fallowing:

We are in the process of ordering the disks from the manufacturer for our computer software.
Management has elected not to change accounting software at this time

Management reserves the right to dispute unreasonable audit fees. Hopefully, this will not be a
problem i the future.

Thanks for your suggestions. If you have any questions, please do not hesitate to call me.

imc ely,

/<

Brent A’ Nettles
Executive Director

544 NORTH FOSTER
BATON ROUGE, LA 70806

225 388 5045
Fax 225929 9843



