
 



 



IN D EPEN DEN T A UD ITO R 'S R EPO R T 

To the Board of Governors, 
The M agnolia School, Inc., 

Jefferson, Louisiana. 

W e have audited the accom panying statem ent of financial position of The M agnolia 

School, Inc. (a nonprofit organization) as of June 30, 1999, and the related statements of activities, 
functional expenses, and cash flow s for the year then ended. These financial statem ents are the 
responsibility of the School's m anagem ent. Our responsibility is to express an opinion on these 
f11nancial statem ents based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and 
the standards applicable to financial audits contained in Governm ent Auditing Standards, issued by 
the Com ptroller General of the U nited States. Those standards require that w e plan and perform the 
audit to obtain reasonable assurance about w hether the financial statem ents are free of m aterial 

m isstatem ent. An audit includes exam ining, on a test basis, evidence supporting the am ounts and 
disclosures in the financial statem ents. An audit also includes assessing the accounting principles used 
and significant estim ates m ade by m anagem ent, as w ell as evaluating the overall financial statem ent 

presented. W e believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial 
respects, the financial position of The M agnolia School, Inc. as of June 30, 1999, and the changes in 
its net assets and its cash flows for the year then ended in conform ity with generally accepted 
accounting principles. 
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Exhibit B 

Tem porarily 
Restricted Totals 

$ 2,250 

$ 6,081,507 

169,492 
45,347 
11,087 

2,250 6,307,433 

~22 210) ~ _ - 

_ (19,960) 6,307,433 

190,470 
46,227 

125,000 

36,946 
213,206 

_611,849 

,19,960) 6,919,282 

2,871,114 
338,767 
42,346 

3,252,227 



 



 



 



STATEM ENTD F CASH FLO~ S 

The M agnolia School, Inc. 
Jefferson, Louisiana 

For the year ended June 30, 1999 

C ash Flows From  O perating A ctivities 
Increase in net assets 
Adjustments to reconcile increase in net assets to cash 
provided by operating activities: 

D epreciation 
Net realized gain on sale of investm ent in real estate 
N et unrealized gains on investm ents 
Decrease (increase) in operating assets: 

A ccounts receivable 
Inventory 
Prepaid expenses and deposits 

Increase (decrease) in operating liabilities 
A ccounts payable 
A ccrued expenses and other 

N et cash provided by operating activities 

C ash Flow s From  Investing Activities 
Proceeds from sale of real estate 
Purchases of investm ents 
Purchases of property and equipm ent, net of related 
accounts payable of $20,420 

N et cash used in investing activities 

N et Increase In C ash and C ash E quivalents 

C ash and C ash Equivalents 
Beginning of year 

End of year 

See notes to financial statem ents 

Exhibit D 

$ 397,982 

333,948 

(125,000) 
(36,946) 

68,212 
19,455 

(3,475) 

(20,91 O) 
(97,588) 

535,678 

125,000 

(3OO,OOO) 

(28S,753) 

(46},753) 

71,925 

812,657 

$ 884,582 



 



 

Exhibit E 

(Continued) 

-  SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

e. A llow ance for D oubtful A ccounts 

The School uses the reserve m ethod to recognize uncollectible accounts. The 
reserve is based on certain tuition accounts receivable balances that are greater than 

120 days old. 

f. Prom ises to G ive 

Contributions are recognized when the donor m akes a prom ise to give to the School 
that is, in substance, unconditional. Conditional prom ises to give are recognized 
when the conditions on which they depend are substantially m et. 

Unconditional prom ises are recorded net of any allow ance for uncollectible 
am ounts estim ated by the m anagem ent of the School. At June 30, 1999, all 
unconditional prom ises to give had been collected. 

g. Inventory 

Inventory is stated at the low er of cost, as determ ined by the first-in, first-out 

(FIFO) method, or market. 

h. Property and E quipm ent 

The School records purchases of property and equipm ent at cost at the date of 
acquisition or fair value at the date of donation in the case of gifts. Depreciation 
is provided over the estim ated useful lives of the respective assets using the 
straight-line m ethod. 

i. Investm ents 

Investm ents, w hich consist of m arketable securities and certificate of deposits, are 
stated at fair value. 



 



 



-  C U STO D IA L FU N D S 

Exhibit E 

(Continued) 

For the year ended June 30, 1999, personal funds of the students totaling $114,089 are 
reported as deposits held in custody in the accom panying financial statem ents. 

-  LEA SE CO M M ITM ENTS 

The School leases several of its residential facilities under separate operating leases, ten 

of which are leased from the M agnolia Foundation, an affiliated entity. Lease paym ents 
m ade to this affiliate totaled $91,128 for the year ended June 30, 1999. Rent expense 
incurred under all leases totaled $111,528 for the year ended June 30, 1999. 

M inim um fu ture lease paym ents are as follow s 

Y ear Ending 
June 30, 

2000 
2001 
2002 

2003 
2004 

Lateryears 

Total 

-  EM PLO Y EE BEN EFIT PLA N S 

$ 179,250 
189,300 
179,100 

179,100 
179,100 
925,350 

The School has established a non-contributory profit sharing plan for all em ployees w ho 
are age 21 or older and have one or m ore years of service. U nder the plan, the School 
m akes discretionary contributions to the plan which becom e fully vested to employees 
after five years of participation in the plan. The School did not fund a contribution to the 

plan during the year ended June 30, 1999. 



Note 6 - EM PLOYEE BENEFIT PLANS (Continued) 

Exhibit E 

(Continued) 

Subsequent to June 30, 1999, the School term inated the non-contributory profit sharing 
plan and replaced it w ith the M agnolia School

, Inc. 401(k) Retirement Plan. Under the 
term s of this plan, em ployees who are age 21 or older and have at least one year of service 

with the School m ay elect to contribute a percentage of their annual com pensation not to 
exceed statutory lim its. The School m ay m ake discretionary contributions of 50% of the 
first 6%  of each participants com pensation. 

The School has established a flexible benefit plan (cafeteria plan) to provide supplemental 
health and certain other em ployee benefits. Contributions to the plan will be paid by the 
participants. The School benefits from the plan by realizing a reduction of payroll taxes 
for those em ployees w ho elect to participate in this plan. 

The School m akes retirem ent paym ents to a form er em ployee of the School
. W hile an 

actuary has not been engaged to project the estimated benefit obligation to this employee, 
m anagem ent estim ates the benefit obligation to be $99,658 as of June 30

, 1999. For the 
year ended June 30, 1999, retirem ent paym ents m ade under the term s of this plan totaled 

$19,200. 

N ote 7- EC O N O M IC DEPENDEN CY 

The School's residential and adult day program s are licensed by the State of Louisiana 

Departm ent of Social Services and are certified Title XIX facilities. The education 
program is certified by the Louisiana State Departm ent of Education. The School receives 
the majority of its support and revenue from M edicaid which is administered through the 
State of Louisiana D epartm ent of Social Services. If significant budget cuts are m ade at 
the federal and/or state levels, the am ount of funds the School receives could be reduced 
significantly and which w ould have an adverse im pact on its operations

. M anagem ent is 
not aware of any actions that w ill adversely affect the am ount of funds the School w ill 
receive in the next fiscal year. 



 



REPO RT O N CO M PLIAN CE A ND O N 
IN TER N A L CO N TR O L O V ER  FIN A N C IA L 

To the Board of Governors, 
The M agnolia School, Inc., 

Jefferson, Louisiana 

W e have audited the financial statements of The M agnolia School, Inc. (a nonprofit 
organization) as of and for the year ended June 30, 1999, and have issued our report thereon dated 
August 26, 1999. W e conducted our audit in accordance with generally accepted auditing standards 
and the standards applicable to financial audits contained in Governm ent Auditing Standards, issued 
by the Com ptroller G eneral of the U nited States. 

C om pliance 

A s part of obtaining reasonable assurance about w hether The M agnolia School, Inc.'s 
financial statem ents are free of m aterial m isstatem ent, w e perform ed tests of its com pliance with 
certain provision of law s, regulations, contracts and grants, noncom pliance with which could have a 
direct and m aterial effect on the determ ination of financial statem ent am ounts. H owever, providing 

an opinion on compliance with those provisions was not an objective of our audit and, accordingly, 
w e do not express such an opinion. The results of our tests disclosed no instances of noncom pliance 

that are required to be reported under 

Internal C ontrol O ver Financial R eporting 

In planning and perform ing our audit, w e considered The M agn olia School, lnc.'s internal 
control over financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing our opinion on the financial statem ents and not to provide assurance on the intern al control 

over financial reporting. Our consideration of the intern al control over financial reporting would not 
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