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LUTHER C . SPEIGHT & C OM PANY 

INDEPENI)ENT AUDITO R 'S REPO RT 

To the Board of Directors of 
Ruach, Inc. 

A Corporotion of Certified Public Accountonts 
ond M onogem ent Censultonts 

W e have audited the accompanying statement of financial position of Ruach, Inc. (a 
Louisiana nonprofit organization) as of Dece mber 31, 1999, and the related statement of 
activities and cash flows for the year then ended. These financial statements are the 
responsibility of the Organization's managem ent. Our responsibility is to express an 
opinion on these financial statem ents based on our audit. 

W e conducted our audit in acco rdance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standmds require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial 
statem ents are free of m aterial m isstatem ent. An audit includes exam ining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. 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 presentation. 
W e believe that our audit provide a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present faM y, in all m aterial 
respects, the financial position of Ruach, Inc. as of December 31, 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. 

In accordance with Government Auditing Standards, we have also issued our report dated 
June 26, 2000, on our consideration of Ruach, Inc.'s internal control over financial 
reporting and our tests of its com pliance with certain provisions of laws, regulations, 
contracts, and grants. 

Our audit was perform ed for the purpose of form ing an opinion on the basic financial 
statem ents of Ruach, Inc. taken as a whole. The acco m panying schedule of expenditures 
of federal awards is presented for purposes of additional analysis as required by U .S. 

Office of Management and Budget Circular A-133, Audits of States, Local Governments, 
and Non-.Profit Organizations, and is not a required part of the basic financial statements. 
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Such information has been subjected to the auditing procedures applied ill the audit of the 
basic financial statem ents and, in our opinion, is fairly stated, in all m aterial respects, in 
relation to the basic financial statements taken as a whole. 

Luther C. Speight & Com pany 

New Orleans, LA 
June 26, 2000 



RUACH, INC 

STATEMENT OF FINANCIAL POSITION 
AS OF DECEM BER 3t, 1999 

ASSETS 
Current Assets 

Cash 
Accounts Receivable 
G rant Receivable 
Due From Other Program s 

Total Currenl Assets 

Fixed Assets 
Property and Equipment 
Accumulated Depreciation 

Total Fixed Assets (Net) 

O ther Assets 
Prepaid Insurance 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS 

Current Liabilities 
Due to O ther P(ogram s 
Accrued Salaries 
Payroll Taxes Payable 
Accounts Payable 
Line Of Credit 

Total Current Liabilities 

NET ASSETS 

Net Assets - Restricted (Property) 
Net Assets - Unrestricted 
Current Year Change In Net Assets 

Total Net As.~;ets 

TOTAL LIABILITI[-S AND NET ASSETS 

1999 

56,250 
689 

15,537 
64.290 

336.766 

75,357 

__  (48,303) 

27.054 

2,843 

$ 366,663 

$ 164,290 
13,841 
30,820 
11,711 
101.075 

321.737 

75,357 
97,568 

__ ~ 7,999) 

44,926 

$ 366.663 

1 he accom panying notes are an integral part of the financial statem ents 
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RUACH. INC 

STATEM ENT O F ACTIVITIES 
FOR THE YEAR ENDED DECEM BER 31. 1999 

REVENUE 
Grant Revenue 
M iscellaneous Income 
Interest Incom e 

Total Revenue 

EXPENSES 
PROGRAM SERVICES 

Target Cities 
DA Juvenile 
D-M etro 

Total Program Services 

SUPPORT SERVICES: 
Managem ent and General 

Total Expenses 

CttANGE IN NET ASSETS 

NET ASSETS, Beginning of Year 

NET ASSET ADJUSTM ENT 

NET ASSETS, End of Year 

t999 

$ 1,249,990 
60,472 

956 

1.311,418 

1,118,720 
167,809 
2.406 

1,288,935 

150.482 

1.439.417 

. (127,999) 

158.947 

13.978 

$ 44,926 

The accom panying notes are an integral part of the financial statem ents 
4 



RUACH, INC 

STATEM ENT OF CASH FLOW S 
FOR THE YEAR ENDED DECEM BER 31 t999 

CASH FLOW S FROM OPERATING ACTIVITIES 

Changes in Net Assets 
Adjustments to Reconcile Net Revenues over Expenditures 
to net Cash Provided by Operating Activities: 

Changes in Operating Assets and Liabilities: 
Depreciation 
Grant Receivable 
Prepaid Insurance 
Due From Other Program s 
Payroll Taxes Payable 
Due to Other Program s 
Accounts Payable 
Accrued Salaries 
LO C-Dryades Bank 

Net Increase In Cash F:rom Operating Activities 

CASH FLOW S FROM INVESTING ACTIVITIES 

Property and Equipm ent Purchases 

Net Decrease in Cash From Investing Activities 

CASH FLOW S FROM FINANCING ACTIVITIES 

Net Increase in Cash From Financing Activities 

NET INCREASE IN CASH 

CASH, BEG INNING O F YEAR 

CASH. END OF YEAR 

lhe accom panying notes are an 

$ (127,999) 

18,839 
214,255 
2,024 

(78,244) 
(2,465) 
78,244 
(6,105) 
13,841 

._ _(.~ ,76_A  

57.623 

(14,158) 

0 

43,465 

12.785 

$ 56,250 

ntegral part of the financial statements 
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R UACH , INC 

NO TES TO "FILE FINANCIAL STATEM ENTS 
FO R TIlE YEAR ENDED DECEM BER 31, 1999 

1. SUM M ARY O F SIG NIFICANT ACCO UNTING PRINCIPLES 

General - Ruach, Inc. (the Organization) is a nonprofit corporation which is located at 
1515 Poydras St., in N ew Orleans, Louisiana. The Organiza tion provides m anagem ent 
consulting services to several substance abuse treatment centers in the New Orleans area. 
The program is prim arily funded by grants [tom the Departm ent of Health and Hospitals, 
O ffi ce of A lcohol and Drug Abuse. 

Basis of Accounting - The financial statements of the Organization are prepared on the 
accrual basis of accounting. Accordingly, revenue is recorded when earn ed and expenses 
are recorded when incurred. 

Property and Equipm ent - Depreciation is provided over the estim ated useful lives, 
which ranges from 3 to 40 years, of the related assets using primarily the straight-line 
m ethod. 

Incom e Taxes - The Organization has been determ ined to be tax exempt under Section 

501 (c) of the Internal Revenue Code. 

Cash - Cash is com prised of cash on hand and in banks 

Grant Receivable - M anagem ent does not consider any of the receivables to be 
uncollectible at Decem ber 31, 1999. Therefore, no allow ance for doubtful accounts has 
been provided for. 

2. I'I/OPERTY AND EQUIPM ENT 

Property and equipm ent consist of the follow ing as of Decem ber 31, 1999 

Furniture and Fixtures 
Equipm enl 

TOTAL 

1999 

$ 1,422 

_$.
7
._~  ~ 5.7 



3. FUND BALANCE ADJUSTM ENT 

The organizations' 1999 beginning fund balance did not agree with the prior year's audit. 
M anagem ent was unable to identify the difference and accordingly recorded a fund 

balance adjustment totaling $13,978. 

4. TARGET CITIES' PROJECT 

The Target Cities' Project which is Ruach, lnc.'s main source of funding was a five year 
demonstration program . The program w as due to end on September 30, 1998, however 
the agency was able to operate from a combination of carryover m onies fiom the five 
fiscal years of the program through December 31, 1999. 

5. D .A. JUVENILE DIVERSIO NARY PRO G IL~kM  

Ruach, Inc. entered into a contractual agreement on February 1, 1999, with the Orleans 

Parish District Attorney's Office to provide services for diverted juveniles referred by the 
DA 's office. Ruach, Inc. w as responsible for establishing a licensed intensive outpatient 
substance abuse treatment program with funding from this project as provided by the 
District Atlom ey in the sum of $558,477. Payments were made to Ruach, Inc. monthly 
on a cost reim bursem ent basis. 
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SC H ED U LE O F FED ERA L A W A RD S 



Federal G rantor/ 

RUACH, INC. 
SCH EDULE O F FEDEI~ L AW ARDS 

FO R TH E YEAR ENDED DECEM BER 31, 1999 

Pass Through Grantor 

Federal 
Contract 
Number Expenses 

Deparlmenl of Health and ADA-98-HP-522342 $ 1,118,720 
Hospitals/O ffice of Alcohol and 
Drug Abuse 



LUTHER C . SPEIGHT & C OM PANY 

A Corporotion of Certified Public Accountonts 
ond M onagement Consultonts 

REPO RT O N CO M PLIANCE AND O N INTERNAL CO NTRO L O VER 
FINA NCIAL REPO RTING BASED O N A N A UDIT O F FINA NCIAL 
STATEM ENTS PERFO RM ED IN ACCORDANCE W ITH GOVERNM ENT 
A UDITING STANDARDS 

To the Board of D irectors of 
Ruach, Inc. 

W e have audited the financial statements of Ruach, Inc. as of and for the year ended 
Decem ber 31, 1999, and have issued our report thereon dated June 26, 2000. W e 
conducted our audit in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Com ptroller General of the United States. 

Com pliance 
As part of obta ining reasonable assurance about whether Ruach, lnc.'s financial 
statem ents are free of m aterial m isstatement, we perform ed tests of its compliance w ith 
certain provisions of laws, regulations, contracts and grants, noncompliance w ith which 
could have a direct and material effect on the determination of financial statement 
am ounts. However, providing an opinion on com pliance w ith those provisions w as not 

an objective of our audit and accordingly, we do not express such an opinion. The results 
of our tests disclosed instances of noncompliance that are required to be reported under 
Government Auditing Standards which are described in tile accompanying schedule of 
findings and questioned costs as item 99-1. 

nternal Control Over Financial Reoortine 
In planning and perform ing our audit, we considered Ruach, Inc.'s intern al 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 
internal control over financial reporting. However, we noted certain matters involving 
the intcrnal control over financial reporting and its operation that we consider to be 
reportable conditions. Reportable conditions involve matters com ing to our attention 
related to significant deficiencies in the design or operation of the intenlal control over 

financial leporting that, in our judgement, could adversely affect Ruach, Inc.'s ability to 
record, process, sum m arize and rcpo~ financial data consistent with the assertions of 
m anagem ent in the financial statem ents. Reportable conditions arc described in the 
accom panying schedule of findings and questioned  costs as item 99-1. 

A inatelial weakness is a condition in which the design or operation of one or m ore of the 
inteHlal control com ponents does not reduce to a relatively low level the risk that 
Inisslatem ents in amounts that would be material in relation to the financial statem ents 
being audited m ay occur and not be detected w ithin a tim ely period by employees in thc 
norm al cotnse of perfornring their assigned functions. O ur consideration of the internal 
control ow:t financial reporting would not necessarily disclose all matters in the internal 
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control that m ight be reportable conditions and, accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be m aterial wcat~lesses. W e 
believe tiro l item 99-1 as described above is a m aterial weakness. 

This report is intended for the inform ation of the audit com m ittee, managem ent and 
federal awarding agencies and pass-through entities. However, this report is a m atter of 
public record and its distribution is not lim ited. 

New O rleans, Louisiana 
June 26, 2000 



LUTHER C . SP~IGHT & C OM PANY 

A Corporation of Certified Public Accountants 
and M anagement Consultants 

REPORT ON COM PLIANCE W ITH REQUIREM ENTS APPLICABLE TO 
EA CH M AJO R PR O G R AM  AND INTERN AL CO NTRO L O VER CO M PLIANCE 
IN A CCO RDA NCE W ITH  OM B CIRCULAR A -133 

To the Board of Directors of 
Ruach, Inc. 

Com pliance 

W e have audited the compliance of Ruach, Inc. with the types of compliance 

requirements described in the U.S. Offi ce of Management and Budget (OMB) Circular A- 
133 Compliance Supplement that are applicable to each of its major federal programs for 
the year endest December 31, 1999. Ruach, Inc.'s Major federal programs are identified 
in the summary of auditor's results section of the accompanying schedule ot' findings and 
questionexl costs. Compliance with the requirements of laws, regulations, contracts and 
grants applicable to its' major federal program is the responsibility of Ruach, Inc.'s 
m anagem ent. Our responsibility is to express an opinion on Ruach, Inc.'s compliance 
based on our audit. 

W e conducted our audit of com pliance in acco rdance w ith generally accepted auditing 
standards; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OM B Circular A- 

133, Audits of States, Local Governments, and Non-Profit Organizations. Those 
standards and OM B Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance w ith the typ es of compliance 
requirements referred to above that could have a direct and material affect on a major 
federal program occurred. An audit includes exarnining, on a test basis, evidence about 
Ruach, lnc.'s compliance w ith those requirem ents and performing such other procedures 
as we considered ~ecessary in the circum stances. W e believe that our audit provides a 
reasonable basis for our opinion. O ur audit does not provide a legal determ ination on 
Ruach, lnc.'s com pliance w ith those requirem ents. 

As described in item 99-1 in the accompanying schedule of findings and questioned 
costs, Ruach, Inc. did not com ply with requirements regarding procurement, suspension 
and debarment that are applicable to its New Orleans Target Cities' Project. Compliance 
w ith such requirem ents is necessary, in our opinion, for Ruach, Inc. to com ply w ith 
requirem ents applicable to that program . 

In our opinion, except for the noncompliance described in the preceding paragraph, 
Ruach, Inc. com plied, in all m aterial respects, w ith the requirem ents refelTed to above 

that are applicable to each of its major federal programs for the year endcd December 31, 
1999. 
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Internal Control Over Compliance 

The m anagem ent of Ruach, Inc. is responsible for establishing and m aintaining effective 
intern al control over compliance w ith the requirem ents of laws, regulations, contracts, 
and grants applieable to federal programs. In planning and perform ing our audit, we 
considered Ruaeh's internal control over com pliance w ith requirem ents that could have a 

direct and material effect on a major federal program in order to determine our auditing 
proce dure,,; for th e purpose of expressing our opinion on co m pliance and to test and report 
on internal control over compliance in accordance  w ith OM B Circular A-133. 

W e noted certain m atters involving the intern al control over com pliance and its operation 
that w e consider to be reportable conditions. Reportable conditions involve matters 
com ing to our attention relating to significant deficieneies in the design or operation of 

the internal control over compliance that, in our judgment, could adversely affect ABC 
Organization's ability to administer a major federal program in acco rdance with the 
applicable requirem ents of laws, regulations, contracts, and grants. Reportable conditions 
are described in the accompanying schedule of findings and questioned costs as item 
99-1. 

A material weakness is a condition in which the design or operation of one or m ore of th e 
intern al control components does not reduce to a relatively low level th e risk that 
noncompliance with applicable requirements of laws, regulations, contract,;, and grants 
that would bo material in relation to a major federal program being audited may occur 
and not be detected w ithin a tim eiy period by em ployees in the norm al course of 
performing their assigned functions. Our consideration of the intern al control over 
com pliance  w ould not necessarily disclose all m atters in the intern al control that m ight be 
reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions th at are also considered to be material weaknesses. However, we believe that 
item 99-1 described above is a m aterial weakness. 

Tiffs report is intended for the inform ation of the audit com m ittee, m anagem ent and 
federal aw~trding agencies, and pass-through entities. However, this report is a m atter of 
public record and its distribution is not lim ited. 

Luther C. Speight & Com pany 

New Orleans, Louisiana 
Julle 26, 2000 



SCItEDULE OF FINDINGS AND QUESTIONED COSTS 



 

RUACH , INC. 
Schedule of Findings and Questioned Costs 

Year Ended Decem ber 31, 1999 

Section I - Sum m ary of A uditor's Results 

Financial Statem ents 

An unqualified opinion was issued on the financial statem ents of the auditee 

Internal control over financial reporting: 

M aterial weakness(es) identified ? 
Reportable condition(s) identified 
not considered to be m aterial weaknesses ? 

N oncom pliance m aterial to financial statements noted? 

.Federal Awards 

Internal control over major programs: 
M aterial weakness(es) identified? 
Reportable condition(s) identified 
not considered to be m aterial weaknesses ? 

X _ __  yes no 

__ _ __ yes X no 

_  
X _ yes no 

X yes no 

_  yes X~__no 

An qualified opinion was issued on compliance for the major program 

Any audit findings disclosed that are required to be 
Reported in accordance with Circular 

A- 133, Section 510(a)? X yes __ no 

The major program for the year ended December 31, 1999 was as follows 

Target Cities' Project ADA - 96-HP-0237 
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RUACH , INC. 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FO R TH E YEAR ENDED DEC EM BER 31, 1999 

99-1: INADEQUATE SUPPORTING DOCUM ENTATION FOR CONTRACTED 
SERVICE EXPENDITURES 

QUESTIONED COST: $ 230,000 

CO N DITIO N: During our audit fieldwork we noted expenditures in the am ount of 
$230,000 to one contractor. W e requested supporting documentation associated with 
these expenditures and there was only a signed contract on file. There were no contract 
deliverables on file to support that the scope of services was achieved, nor were there any 
monitoring records on file w ith the agency regarding this contract. 

CRITER IA : The agency should not m ake paym ents to contractors until they have been 
provided docum entation of services perform ed . The agency should also m onitor the 
progress m ade on the scope of services of all contracts. 

EFFECT: W e were unable to determ ine whether or not paym ent to the contractor was 
for services perform ed and/or services defined in the contract. 

CAUSE: Expenditures were incurred without following federal ro les and regulations as 
well as the agency's grant agreem ent. 

RECO M M ENDATIO N : These contract service expenditures are considered questioned 
costs. W e recom m end that the agency follow all rules and regulations regarding the 
spending of grant fim ds prior to incurring expenditures. 



 

RUACH , IN('. 
UPDATE O F PRIO R YEAR FINDING S 

12/31/99 

FIN DIN G #1 Accounting Records Not Available Tim ely 

FIN DIN G #2 Inadequate Cash Receipt Procedures X 

FIND IN G #3 Consolidated General Ledger Lacks Detail 
O f Expenses 

FIN DIN G #4 Related Party Transactions 

FIN DIN G #5 Improper Recognition Of Prior Year Audit 

Adjustments 
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X 

X 

X 
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RUACIt, INC. 
M ANAG EM ENT RESPONSE 

DECEM BER 31, 1999 

M anagem ents' response to the current year finding 99-1 and update of prior year findings 
was not available upon completion of this audit report. 


