
Other Financial Information 



Our consideration of internal conU:ol would not necessarily disclose all matters in internal control that might be material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the specific internal control components does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected v~thin a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving intemal control and its operation that we consider to be material weaknesses as defined above. 
However, we noted certain matters involving internal control and its operation that we have reported to the management of the affiliates of the Organization in separate letters as indicated in the accompanying Schedule of Letters to Management. This report is intended for the information of the audit committee, the Board of Directors, management of the Organization, and those agencies listed in the accompanying Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards. 
October 7, 1996 "t ~LLP 
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Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

16. Pension Plan (continued) projected benefit obligation by approximately $173,000. Such changes ha the actuarial assumptions used will impact the determination of the net periodic pension cost in 1997. In addition to the above, one of the domestic affiliates maintains a defined contribution plan for substantially all of its employees. The affiliate contributes 4% of eligible employees' compensation pins a matching contribution equal to 50% of the employees' contribution. The expense related to the defined contribution plan was approximately $64,000 during the year ended June 30, 1996. Covenant Honse also maintains a tax deferred annuity plan for its employees. Covenant House does not conlribnte to the plan; contributions are made only by the participants. 17. Negotiation of Program Licenses 
Under 21 maintains a residential program which is not licensed by the New York State Division of Youth (the "Division"). In order to obtain a license, Under 21 is required to obtain operating certificates for certain programs. One operating certificate has been obtained, and management and legal counsel of Under 21 are currently negotiating with the Division regarding attaining compliance with the Division's requirements and are of the opinion that such compliance will be achieved, and the license will be granted. 
18, Tax-Exempt Status Covenant House and its U.S. affiliates are qualified as tax-exempt organizations described in Section 501(c)(3) of the Intemal Revenue Code (the "Code") and, accordingly, are not subject to federal income taxes under Section 501(a) of the Code. Covenant House and its U.S. affiliates, as not-for-profit organizations, are exempt from state and local income taxes and have been classified as publicly-supported charitable organizations under Section 509(a)(1) of the Code and qtmlify for the maximum charitable contribution deduction for donors. 
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ERNST&YOUNG LLP ~ 787 Seventh Avenue ~ Phone: 2]2 773 3OL>L New ',~rk Nev~ York ]00]9 

Report of Independent Auditors on Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards The Board of Dixectors Covenant House Our audit and those of other auditors were made for the purpose of forming an opinion on the combined financial statements of the Organization for the year ended June 30, 1996, taken as a whole. The accompanying Combined Schedule of Federal Awards for the year ended June 30, 1996 and Schedule of State of New Jersey Awards for the year ended June 30, 1996 are presented for purposes of additional analysis and are not a required part of the combined financial statements. The information in those schedules has been subjected to the auditing procedures applied in the audit of the combined financial statements for the year ended June 30, 1996 and, in our opinion, based on our audit and the report of other auditors, are fairly presented in all material respects in relation to the combined financial statements taken as a whole. 
October 7, 1996 
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Specific requirements: - Types of services allowed or unallowed - Eligibility - Matching, level of effort, or earmarking - Special tests and provisions - Special reporting 
Financial reports and claims for advances and reimbursements Amounts claimed or used for matching 
For all the internal control structure categories listed above, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. As reported on the Combined Schedule of Federal Awards, the Organization expended 82% of its total federal awards under major programs. 
We performed tests of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures ffLat we considered relevant to preventing or detecting material noncompliance with specific requirements, general requirements, and requirements governing financial reports and claims for advances and reimbursements and amounts claimed or used for matching that are applicable to each of the Organization's major federal programs and State of New Jersey programs, which are identified in the accompanying Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards. Our procedures were less in scope than would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, we do not express such an opinion. Our consideration of the internal control structare would not necessarily disclose all matters in the internal control structure that might constitute material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal program or a State of New Jersey program may occur and not be detected within a timely period by employees in the normal course of perfomaing their assigned functions. We noted no matters involving the internal Control structure and its operation that we consider to be material weaknesses as defined 
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 ERNST&YOUNG ttP ~ 787 Seventh Avenue New York, New York 10019 

Report of Independent Auditors on Internal Control Required by Government Auditing Standards The Board of Directors Covenant House We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") as of and for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. 
We conducted our audit in accordance with generally accepted auditing standards and for those entities receiving federal and State of New Jersey awards in accordance with 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. The management of the Organization is responsible for establishing and maintaining internal control. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control policies and procedures. The objectives of bltemal control are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Became of inherent limitations in any internal control, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation to future periods is subject to the risk that procedures may become inadequate became of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning" and performing our audit of the financial statements of the Organization for the year ended June 30, 1996, we obtained an understanding ofintemal control. With respect to internal control, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed conlxol risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on intemal control. Accordingly, we do not express such an opinion. 



 F:RNST & YOUNG LLP ~ 787 Sevenlh Avenue New York. New York 10019 

Report of Independent Auditors on Compliance Required by Government Auditing Standards 
The Board of Directors Covenant House We have audited the combined financial statements of Covenant House and Affiliates (tile "Organization") as of and for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. 
We conducted our audit in accordance with generally accepted auditing standards and for those entities receiving federal and State of New Jersey awards in accordance with Government Auditing Standards, issued by the Comps'oiler 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. Compliance with laws, regulations, conlracts, and grants applicable to the Organization is the responsibility of the Organization's management. As part of obtaining reasonable assurance about whether the combined financial statements are free of material misstatement, we performed tests of the Organization's compliance with certain provisions of laws, regulations, contracts and grants. However, the objective of our audit of the combined financial statgments was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such art opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported herein under Government Auditing Standards. This report is intended for the information of the audit committee, the Board of Directors, management of the Organization, and those agencies listed in the accompanying Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards. However, this report is a matter of public record and its distribution is not limited. 
October 7, 1996 
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ERNST&YOUNG LLP ~ 787 Seventh Avonue New York, New York 100~9 

Report of Independent Auditors on Internal Control Used in Administering Federal Programs and State of New Jersey Programs 
The Board of Directors Covenant House We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") as of and for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. We have also audited the Organization's compliance with requirements applicable to major federal programs and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. We conducted our audits in accordance with generally accepted auditing standards; Government Auditing Standards, issued by the Compla'oller General of the United States for those entities receiving federal and State of New Jersey awards; and Office of Management ~md Budget ("OMB") Circular A-133, Audits of Institutions of Higher Education and Other Nonprofit Institutions, for those entities receiving federal and State of New Jersey awards. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are flee of material missta'temem and about whether the Organization complied with laws and regulations, noncompliance with which would be material to a major federal program or a State of New Jersey program. We did not apply procedures to test Covenant House Alaska's internal con~'ol structure used in administering federal awards for the year ended June 30, 1996. Those procedures were performed by other auditors whose report was furnished to us, and our report, insofar as it relates to compliance included for Covenant House Alaska, is based solely on the report of those other auditors. 
In planning and performing our audit for the year ended June 30, 1996, we considered the Organization's internal control structure in order to determine our auditing procedures for the purpose of expressing our opinions on the Organization's combined financial statements and on its compliance with requirements applicable to major programs, and to report on the internal control structure in accordance with OMB Circular A-133. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal pro m'ams and State of New Jersey programs. We have acldressed internal control structure policies and procedures relevant to our audit of the combined financial statements in a separate letter dated October 7, 1996. 
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Covenant House and Affiliates Notes to Combined Financial Statements (continued) 
16. Pension Plan Covenant House has a defined benefit pension plan (the "Plan") covering substantially all of its employees and the employees of certain domestic affiliates. Benefits are generally based on years of service and average salary, as defined under the Plan. Covenant House's policy is to contribute the amount recommended by its actuary. The assets of the Plan consist primarily of common stock, bonds and short-term investments. Total pension expense for the Plan for fiscal year 1996 included the following Service cost--benefits earned during the year Interest cost on projected benefit obligation Actual return on plan assets Net amortization and deferral Total pension cost 

$ 872,773 623,400 (748,822) 84,976 $ 832,327 The actuarially computed benefit obligations and u-usteed net assets, at fair value, of the Plan are presented below: Accumulated benefit obligation, including vested benefits of $5,624,459 Projected benefit obligation for service rendered to date Plan assets at fair value Plan assets in excess of projected benefit obligation Unrecognized prior service cost being amortized over 15 years Unrecognized net loss from past experience different from that assumed Unrecognized net asset being recognized over 15 years Accrued pension expense 

$ 5,954.347 $8,628,608 9,139A32 510,824 224,287 (442,531) (351,693) $ (5%113) The weighted average discount rate and rate of increase in future compensation levels used in determining the actuarial present value of the projected benefit obligation were 7.25% and 5% (7.5% and 6% in 1995), respectively. The expected long-term rate of return on assets was 8%. The impact in fiscal year 1996 of the change in actuarial assumptions used was to decrease the 



Covenant House and Affiliates Notes to Combined Financial Statements (continued) 
2. Summary of Signitieant Accounting Policies (continued) Conlributions that the donor requires to be used to acquire long-lived assets (e.g., building improvements, furniture, fixtures and equipment) are reported as temporarily restricted. Covenant House reflects the expiration of the donor-imposed restriction when long-lived assets have been placed in service, at which lime temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. Property, P|aut and E,quipmeut 

Covenant House is the lessee of certain equipment under capital leases expiring in various years through fiscal 2000. Generally, assets under capital leases are purchased at the end of the lease term. Amortization of assets under capital leases is included in depreciation and amortization. Contributed Services and Merchandise Contributed services are recognized as revenue if the services create or enhance nonfmancial assets or require specialized skill, are provided by individuals possessing those skills and typically need to be purchased if not provided by donation. Contributed services are recorded at the fair value of the services provided. Contributed services and promises to contribute services that do not meet the above criteria are not recognized as revenues and are not reported in the accompanying financial statements. 
Contributions of clothing and merchandise are valued at their estimated fair value at the date of receipt and recognized as revenue when received and expensed from inventory when used. 
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This report is intended for the information of the audit committee, the Board of Directors, management of the Organization, and those agencies listed in the accompanying Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards. However, this report is a matter of public record and its distribution is not limited. 
October 7, 1996 LLP 
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ERNST&YOUNG LLP ~ 797 ge~enthAvenue New York, New York 10019 

Report of Independent Auditors on Compliance with Specific Requirements Applicable to Nonmajor Federal and State of New Jersey Program Transactions 
The Board of Directors Covenant House We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") as of and for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. In connection with our audit of the combined financial statements of the Organization, and with our consideration of the Organization's internal control structure used to administer federal awards, as reqttired by the Office of Management and Budget ("OMB") Circular A- 133, Audits of Institutions of Higher Education and Other Nonprofit Institutions, we selected certain transactions applicable to certain nonmajor federal and State of New Jersey programs tbr the year ended June 30, 1996. As required by OMB Circular A-133, we have performed auditing procedures to test compliance with the requirements governing types of services allowed or unallowed, matching, level of effort, or earmarking, Slate of New Jersey special tests and provisions, financial reports and claims for advances and reimbursements and amounts claimed or used for matching that are applicable to those transactions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Organization's compliance with these requirements. Accordingly, we do not express such an opinion. With respect to the items tested, the resOlts of those procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that the Organization had not complied, in all material respects, with those requiremems. This report is intended for the information of the audit committee, the Board of Directors, management of the Organization, and those agencies listed in the accompanying Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards, However, this report is a matter of public record and its distribution is not limited. 
October 7, 1996 LLP 



Award 

Covenant House and Affiliates Schedule of State of New Jersey Awards 
Year ended June 30, 1996 

N.J. Grant Number New Jersey Grantor/Pro2ram Title State of New Jersey Deparlment of Health: Covenant House New Jersey "Offthe Slreets--New Jersey" 46.04080 $25.000 Covenant House New Jersey Alcohol/Drug Abuse Prevention, Training and Education 95-56 I-ADA-00 95-524-ADA-00 Covenant House New Jersey Atlantic City Paralership for the Prevention of H1V/AIDS---passed through the City of Atlantic City 96-163-AIDS-00 
10,000 17,905 
41.209 $94.114 
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Covenant House and Affiliates 
Notes to Combined Financial Statemems (continued) 

2. Summary of Significant Accounting Policies (continued) 
Cash and Cash Equivalents 

Use of Estimates 

]Investments and Investment Income 
lviarketable equity securities and debt obligations are carried at quoted market value. Income earned from investments, including realized and unrealized gains and losses, in all net asset classifications, except permanently restricted net assets, is recorded in the net asset class owning the assets. Income earned fi'om permanently restricted investments, including realized and unrealized gains and losses, is recorded as unrestricted, except where the instructions of the donor specify otherwise. 
Investments which are undesignated and are not temporarily or permanently restricted are classified as short-term. All other investments are classified as long-term. The following methods and assumptions were used by the Organization in estimating its fair value disclosures for financial insmunents: 
Cash and cash equivalents: The carrying amounts reported in the statement of financial position for cash and cash equivalents approximate fair value. Common stocks, mutual funds and debt securities: Fair values of common stocks, mutual funds and debt securities are based on quoted market prices. 



Covenant House and Affiliates 
Schedule of Letters to Management 

Covenant House Entity 
Year ended Jtme30, 1996 

Under 21 
Covenant House Alaska 
Covenant House California Covenant House Florida 
Covenant House New Jersey Covenant House New Orleans 
Covenant House Texas 
N/A--No letter to management issued 

Date Letter Issued 
August 15, 1996 
N/A 
August 21, 1996 N/A 
N/A 
N/A 



Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

11. Foreign Currency Translation The managemem of Covettant House has detemfined that the functional currency of certain of its foreign affiliates is the United States dollar and for the remaining foreign affiliate the functional currency is the local currency. Accordingly, for those affiliates that use United States dollars as the functional currency, monetary assets and liabilities are translated using the current exchange rate in effect at the statement of financial position date, while nonmonetary assets and liabilities are translated at historical rates. Opemtious are generally translated at the weighted average exchange rate in effect during the fiscal period. The resulting foreign exchange gains and losses are recorded in the combined statement of activities. For the affiliate whose fanetional currency has been determined to be the local currency, assets and liabilities are translated using the exchange rates in effect at the statement of financial position date. Operations are translated based on a weighted average exchange rate for the fiscal period. ]'he resulting translation gains and losses are reported as a component of the applicable net asset classification, unless the affiliate is operating in a highly inflationary country in which case translation gains and losses are reported in the combined statement of activities. Approximately 13% of Covenant House's assets are held by foreign affiliates. 
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Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

9. Debt Obligations (continued) Covenant House's capitalized lease obligations are for data processing and telephone equipment. These leases provide for the transfer of ownership of the equipment at the end of the lease term. 
Line of Credit Covenant House has an unsecured line of credit agreement with Chase Manhattan Bank ("Chase") (formerly Chemical Bank) to borrow up to an aggregate amount of $2,000,000. Interest is payable at the Chase prime rate plus 75 basis points. There are no outstanding borrowings at June 30, 1996. 
10. Split-Interest Arrangements Covenant House is the beneficiary in a number of split-interest arrangements with donors. Under these arrangements, Covenant House may control donated assets and may share with the donor or the donor's designee income generated from those assets until such time as stated in the arrangement (usually upon the death of the donor or donor's designee) at which time the remaining assets are generally unrestricted for Covenant House's use. 
Covenant House records the assets of the arrangements on its statement of financial position (at market value) if the assets are controlled by Covenant House. At the time of the gift and adjusted annually, Covenant House records contribution income and a liability for amounts payable to annuitants using an actuarial calculation. The discount rate used in the calculation at June 30, 1996 was 7%. At June 30, 1996, approximately $1,981,000 of long-term invesmaents and $1,111,000 of annuities payable in the accompanying financial statements related to such arrangements. State mandated insurance reserves related to these arrangements amounted to approximately $154,000. 
In those situations where assets are con~olled by an independent third party, Covenant House records a receivable and contribution income for its share of the assets based on the present value of the estimated future dislributions expected to be received by Covenant House over the expected term of the arrangement. At June 30. 1996, long-term receivables relating to such ~wmngements were approximately $203,000. 



Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

8. Property, Plant and Equipment (continued) Property held for sale amounted to approximately $14,162,000 at June 30, 1995 of which approximately $8,452,000 was taken offthe market during fiscal year 1996 and is undergoing renovations to be used in the operations of Covenant House and, thus, has been reclassified to properly, plant and equipment. A portion of property held for sale was sold for approximately $4,959,000 in fiscal year 1996 with a resulting gain of approximately $52,000. In fiscal 1996, Covenant House New Jersey ("CHNJ") was awarded a grant of $1,000,000, of which $567,500 was received in 1996, from the City of Atlantic City (the "City") to be used for the construction of a new shelter facility. The grant provides that if CHNJ were to cease utilization of the facility in its prograrn activities, CHNJ would be obligated to the City for the amount of the grant. On September 9, 1996, CHNJ entered into a contract, in the amount of $1,659,500, with a general contractor for renovation and alteration work to be performed on the new shelter facility located in Atlantic City. In fiscal 1992, Covenant House Toronto ("CH Toronto") was awarded two grants totaling Can. $6,800,000 from the province of Ontario ("Ontario") to be used to establish a shelter facility located in Toronto, Ontario. The grant provides, among other things, that in the case of disposition, the net proceeds received from the sale of the facility will be distributed to CH Toronto and Ontario ha an amount proportionate to the funding provided by the parties for the establishment of the facility (56.1% to Ontario and 43.9% to CH Toronto). 
9. Debt Obligations Debt obligations consisted of obligations under capital leases (net of interest of approximately $20,600). As of June 30, 1996, aggregate principal payments of the capital lease obligations during the next four years are approximately as follows: 1997 1998 1999 2000 

$ 59,400 32,600 14,400 7,600 $114.000 



Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

7. Investments (continued) 
Investment income for the year ended June 30, 1996 consisted of the following: 
Interest income Dividend income Realized gains Change in unrealized gains Increase in value of split-interest arrangemenL~ Total investment income 
8. Property, Plant and Equipment 

Temporarily 

Property, plant and equipment, net consisted of the following at June 30, 1996 Land Buildings Building improvements Equipment Equipment under capital leases Leasehold improvements Construction in progress 
Less accumulated depreciation and amortization (including accumulated amortization on equipment under capital leases of approximately $2,600,000) 

$ 13,968,232 27,564,112 13,694,520 12,341,004 2,634,596 10,758,283 1,682,898 82,643,645 
(28.852779) $ 53.790,866 



7. Investments 

Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

Investments at June 30, 1996 consist of the following 

Cash and cash equivalents Common stocks U.S. government and corporate debt securities Mutual funds Other Real estate held for sale 

Board Designated Temporarily Pemanently Short-term Unrestricted Restricted Restricted Total 

In fiscal 1996, the Organization changed its method of recording marketable securities from cost to fair value resulting from the adoption of Statement of Financial Accounting Standards No. 124, Accounting for Certain Investments Held by Not-for-Profit Organizations ("SFAS 124"). SFAS 124 requires not-for-profit organizations to record invesmaents in all debt securities and marketable equity securities at fair value, x~ith gains and losses (realized and unrealized) recorded in the statement of activities. The cumulative effect of this change in accounting principle as of June 30, 1995 was approximately $688,000. The effect on the change in net assets before cumulative effect of change in accounting principle for fiscal 1996 was approximalely $102,000. 



Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

5. Contributions Receivable 
At June 30, 1996, conlributions receivable, net of estimated uncollectible amounts, and discounted to present value, are due to be collected as follows: 

One year One to five years More than five years 
$1,517,633 182,421 898,749 $2,598,803 Included in contributions receivable is approximately $1,056,000, discounted to present value, relating to the fair value of rent-flee use of a facility in Anchorage, Alaska contributed by an unrelated third party. 

6. Grants and Contracts Grants receivable of $1,213,150 are expected to be received by the Organization during fiscal 1997. 
During fiscal 1996, Covenant House and its affiliates received funding under grants and con- tracts from various federal, state, and local, govemraem agencies. Irt accordance with the terms of certain govemmem contracts, the records of certain affiliates are subject to audit for varying periods after the date of final payment of the contracts. The affiliates are liable for any disallowed costs; however, the managements of the affiliates believe that the amount of costs disallowed, if any, would not be significant. 
As of June 30, 1996, the Organization had been approved for a number of government cost reimbursable grants in which conditions stipulated in the grant agreements have not been met. Accordingly, these grants are considered conditional promises to give and are not included in the accompanying financial statements. 
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Covenant House and Affiliates Notes to Combined Financial Statements (continued) 
1. Organization and Basis of Combination (continued) Basis of Combination 
The combined financial statements include the accounts of Covenant House, the aforementioned affiliated organizations and the entities, including masts, for which Covenant House exercises direct or indirect control and possesses an economic interest. All significant intercompany Iransactions and balances have been eliminated in combination. 
2. Summary of Significant Accounting Policies Fund Accounting and Net Asset Classifications 
To ensure compliance with restrictions placed on the resources available to Covenant House, Covenant House's accounts are maintained in accordance with the principles of fund accounting. This is the procedure by which resources are classified for accounting and report- ing into funds established according to their nature and purposes. In the financial statements, ~hnds that have similar characteristics have been combined into three net asset categories: permanently reslricted, temporarily restricted and unrestricted. 
Permanently restricted net assets contain donor-imposed restrictions that stipulate the resources be maintained permanently, but permit Covenant House to use or expend all of the income derived from the donated assets for unrestricted purposes. Temporarily restricted net assets contain donor-imposed restrictions that permit Covenant House to use or expend the assets as specified. The restrictions are satisfied either by the passage of time or by actions of Covenant House. Unrestricted net assets are not restricted by donors, or the donor-imposed restrictions have expired. ,as reflected in the accompanyh~g combined statement of financial position, Covenant House's Board of Directors has designated a portion of the unrestricted net assets of Covenant House for tong-term invesunem purposes. 



Covenant Itouse and Affiliates Notes to Combined Financial Statements (continued) 
2. Summary of Significant Accounting Policies (continued) Real estate held for sale: Market values for real estate held for sale are not readily determinable and are shown at historical cost if purchased or estimated fair value at date of gift if donated. See Note 7 for additional information regarding investments. Summarized Financial Information for Fiscal 1995 and Reclassifications 

Certain 1995 amounts have been reclassified to conform to the current fiscal year presentation. Supplemental Disclosures of Non-Cash Activities 
During fiscal 1996, land, building, equipment and leasehold improvements of $8A51.840 (net of accumulated depreciation and amortization of $728,696) were Iransferred fi'om property held for sale to property, plant and equipment. 3. Corn.portents of Program and Supporting Services The Shelter and Crisis Care program provides crisis care, shelter, food, clothing, counseling and legal advice to abandoned and runaway youths through Covenant House programs in North and Central America. The Outreach program is an effort to reach youths who would otherwise not fred their way to the shelters. Outreach vans cruise the city streets every night, searching for these youths and providing them with food, a Irained counselor and a safe ride to a shelter. 



Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

14. Reclassification of Net Assets Net assets were: released from donor restrictions by incurring expenses satisfying the restricted purposes specified by the donors as follows: 
Covenant House California new shelter facility Fixed asset acquisitions Various time restrictions expired Shelter and crisis care---mother/child Health services Hogar Santa Cecilia group homes Outreach programs Nineline internship program Nujuyu project Rights of passage Mother/child programs Other 
15. Faith Community 

$2,131,022 201,903 163,000 73,320 66,274 36,332 39,933 20,147 18,153 4,945 3,982 15,755 $2,774,766 
Contributed services were provided by Covenant House Faith Community members. Community members are full-time volunteers who commit themselves to a year of service to runaway and homeless youth. Room and board, $15 stipend per week, health insurance and reimbursement for other personal expenses are provided to Community members. The expenses associated with Community members were approximately $779,000 for the year ended June 30, 1996 and are reported in the accompanying financial statements. The value of contributed services performed by community members was approximately $641,000 and was not recognized in the accompanying financial statements. 



Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

2. Summary of Significant Accounting Policies (continued) 
Functional Expense Allocation The majority of expenses can generally be directly identified with the program or supporting service to which they relate and are charged accordingly. Other expenses by function have been allocated among program and supporting services classifications on the basis of square footage of office space occupied, salaries, and other bases determined by the managements of Covenant House and its affiliates. Revenue Recognition 
Covenant House records earned revenues on an accrual basis; investment income is recognized in accordance with policies enumerated below. In addition, Covenant House records as revenue the following types of contributions, when they are received uncon- ditionally, at their fair value: cash, promises 1o give, certain contributed services and gifts of long-lived assets. Conditional contributions are recognized as revenue when the conditions on which they depend have been substantially met. Substantially all of Covenant House's government grants are cost reimbursement type grants and are considered conditional contributions for applying revenue recognition policies. Contributions are recorded net of estimated uncollectible amounts. Temporarily Restricted Contributions 
Covenant House records contributions as temporarily restricted if they are received with donor stipulations that limit their use either through purpose or time restrictions. When donor restrictions expire, that is, when a time restriction ends or a purpose restriction is fulfilled, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. It is Covenant House's policy to record temporarily restricted contributions received and expended in the same accounting period in the unrestricted net assel class activity. 



Covenant House and Affiliates 
Notes to Combined Financial Statements 

June 30, 1996 
1. Organization and Basis of Combination 
Organization Covenant HotLse is a not-for-profit organization which was founded in 1968 and incorporated in 1972. Covenant House and its affiliates provided shelter, food, clothing, counseling, medical attention, crisis intervention and other services to approximately 44,000 runaway and homeless youths during fiscal 1996. In addition, Covenant House offers a national toll-free crisis intervention hotline. Covenant House is the sole member of the following not-for-profit affiliates 
Under 21 Covenant House Alaska Covenant House California Covenant House Florida Covenant House New Jersey Covenant House New Orleans Covenant House Texas Covenant House Washington, D.C Covenant House Western Avenue Testamentum In addition, Covenant House is the sole shareholder of Covenant International Foundation ("CIF"), a not-for-profit corporation. CIF is a member of the following international not-for- profit affiliates: 
Covenant House Toronto Asociacion Casa Alianza (Guatemala) Casa Alianza De Honduras Fundacion Casa Alianza Mexico, I.A.P Covenant House is also a member of the above international not-for-profit affiliates except for Fundacion Casa Alianza Mexico, I.A.P. 



Covenant House and Affiliates 
Combined Statement of Cash Flows (Note,?) 

Cash flows from operating activities Change in net assets Adjustments Io reconcile change in net assets to net cash provided by operating activities: Cumulative effect of change in accounting principle Conlribution of invemnents Contributed occupancy costs Contribution restricted for building conslructiun Depreciation mid amorlization Pemaanently restricted contributions Contributed inventory Contributed property, plant and equipment Gain on sale of fixed assets and property held for sale Changes in operating assets and liabilities: Contributions receivable Grants receivable Other receivables Prepaid expenses Other assets Accounts payable, accrued expenses and refundable advances Annuities payable Net cash provided by operating activities (.'ash flows from investing activities l%trchases of investments, net Purchases of property, plant and equipment and construction in progress Proceeds from sale of property held for sale Proceeds from sale of property, plant and equipment Proceeds from cash surrender value of keyman life insurance Net cash used in investing activities (:ash flows from financing activities Contributions restricted for building construction Payment of tong-term debt and other debt obligations Permanently restricted contributions Net cash provided by (used in) fmartcing activities Net increase in cash and cash equivalents Cash and cash equivalents at beginning of year Cash and cash equivalents at end of year Supplemental information Interest paid See accompanying notes 

Year ended June 30 1996 1995 $ 10,525,150 $ 12,301,088 
(687511) (336,800) 20,605 (2,622,206) 3,291,195 (59,070) 35,137 (9,300) (25,774) (736,696) 311,628 (463,494) 138517 9~,278 1,101,113 

(2,206,170) 3,301,075 (lO 1,408) 140,524 (894,322) (1,823,401) (279,350) (259,156) (83,093) 134,594 (261,751) (644,142) 423.103 159,844 



 



Con~ibutions, revanue mid reclassifications: Contzibufions: Con~xibuti~ from indivld~ foun- dmions and corporations~ includm8 legacies and bequests of $5,398,947 Conlributed selvices and merchandise Gow.wnment grants and contracts Special events revenue Less direct costs of events Net special events income Total contributions 

Covenant House and Affiliates Combined Statement of Activities Year ended June 30, 1996 with summarized financial information for the year ended June 30, 1995 

Revenue; lnvasament income tTV'ote 7) Other" L~come "Net income of unconsollda~ed affdime Gain on sale of fixed assets and properly held for sale T~'~ revenue Total contributions and revenue Reclassifications 6Vote 14): Net a~sels released from restrictions Total conuibutions, revenue and reclassifications Expenses/Notes 4, 15 and 16) Prograr~ services Supporting services: Management and general Ftmd-raJsing Total SUl)poning services Total expenses Current year translation adjustment (Note 11) "Total expenses and lranslafmn afjumment Change in net assets before cumulative effect of change in accounting principle: Cumu~a~.ive effecx of change in accounting for investments (Note 7) Change in net assets N~~ ~.~e~ beginning of yeas Nel assets end of year 
See accompanying notes 

$2,795,955 599.586 

Temporarily Permanently Unrestricted Restricted Restrleted To~I 
$66,471.593 1,069,737 7,411,739 $ 522,285 $ 59,070 $ 634,736 
169.619 26.750 

67,052,948 L069~737 8,046A75 
2,1 
$65,801.937 1.125.744 7,401,202 

77,122,688 1,183,771 59,070 78,365,529 75,658,803 
3,185,124 105,081 1,415,754 
25.774 

3390305 1,415,754 1,676,302 1,195,376 17,963 25,774 1.823A0 4.626.652 81,749,340 105.081 ,288,852 59,070 
2,774.766 (2.774.766) 

83,097262 ,1,713.042 80.371,845 
84.524.106 (I.485.914) 59.070 83.097,262 80.371.845 
49,554.858 49,554,858 46,511,688 7,649.404 - - 7,649,404 7,033.912 6.112.361 - - 16.112,361 15.122.575 



Assets 

Covenant House and Affiliates Combined Statement of Financial Position 

Cash and cash equivalents Short-term investments (Note 7) Short-term contributions receivable (Note 5) Orants receivable (Note 6) Other receivables Inventory prepaid expenses Property held for sale, net (Note 8) Property, plant and equipment, net (Note 8) I..ong-term contributions receivable (Note 5) Long-term other receivables (Note 10) Long-term investments (Note 7) (~her assets Total assets 
Liabilities and net assets Accounts payable, accrued expenses and refundable advances (Note 16) Annuities payable (Note 10) Debt obligations (Note 9) q'otal liabilities Commitments and contingencies (Notes 6, 17, 19and20) Net assets: Unrestricted: Undesignated Investment in property, plant and equipmem Board designated Acctmaulated translation adjustment Total unrestricted Temporarily restricted (Note 12) Permanently restricted (Note 13) Total net assets Total liabilities and net assets 
See accompanying notes 

June30 
$ 17,806,967 2,461,652 1,517,633 1,213,150 1,128,311 856,289 1,088,162 801,987 53,790,866 1,081,170 202,521 32,277~74 655.745 

$ 13,889,397 4,142,226 618,146 1,524,778 594,547 891,426 1,164,250 14,161,652 35,178,645 1,267,363 199,723 28,281,903 984.389 $114,882A27 $102,898.445 

8,208,445 6,749,613 

18,422,081 54,922,275 27,169,582 (1.044.062 
16,581,663 48,801,542 23,237,631 (1.101.062 99,469,876 2,804,959 87,519,774 4,288,981 4,399,147 4,340,077 



House and Affiliates 
inancial Statements (continued) 

Temporarily restricted net assets are available for the following purposes Donated use of facility Covenant House New Jersey new shelter facility Split-interest mrangements Time restrictions Covenant House California new shelter facility Various acquisitions of fixed assets Food service European Economic Community grant Community service center Special pilot program Donation fi'om CEE legal support Clinic operations Playground and GED equipment Pastoral ministry Shelter and crisis care GED program Substance abuse programs Outreach programs Scholarship funds Mother/child programs Educational/vocational programs Nineline internship program Miscellaneous other 
13. Permanently Restricted Net Assets 

$1,056,462 567,500 510,826 271,320 75,148 59,325 44,446 35,587 34,000 24,875 20,239 15,121 10,000 4,410 6,062 8,462 9,530 5,048 9,425 2,900 6,276 401 27,596 $2,804,959 
Permanently restricted net assets are restricted to inveslment in perpetuity. The income is not designated for specific programs and is expendable for unrestricted purposes. 
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Covenant House and Affiliates 
Notes to Combined Financial Statements (continued) 

3. Components of Program and Supporting Services (continued) 
The Mother~Child program provides emergency shelter, food, and counseling to homeless mothers under the age of 21 and their children. Nineline is Covenant House's toll fi'ee number which provides immediate counseling to runaway or potential runaway adolescents and their families. Medical services include clinics maintained by Covenant House affiliates to provide youths in the programs with needed medical attention. Rights of Passage provides transitional home services for up to 18 months to youths, includ- ing individual counseling and help with completing their education and finding jobs and housing. The Community Service Center program provides comprehensive services to youths who have left Covenant House "affiliates' crisis centers, and other youths in the community who need support to maintain themselves in stable living situations. 

Fund-raising services J~elate to the activities of the development department in raising general ~md specific contributions. Management and General services include administration, finance and general support activi- lies. Certain administrative costs that relate to specific programs have been allocated to such programs. 
4. AIIoealion of Joint Costs 

13 



Covenant House New Orleans Notes to Financial Statements (continued) 
2. Summary of Significant Accounting Policies (continued) Investments anti Investment Income 
Marketable equity securities and debt obligations are carried at quoted market value. Income earned flom investments, including realized and unrealized gains and losses, in all net assets classifications, except permanently restricted net assets, is recorded in the net asset class owning the assets. Income earned from permanently restricted investments, including realized and unrealized gains and losses, is recorded as unrestricted, except where the instructions of the donor specify otherwise. 
hwestments which are undesignated and are not temporarily or permanently restricted are classified as short-term. All other investments are classified as long-term. The following methods and assumptions were used by the Organization in estimating its fair value disclosures for financial instruments: Cash and cash equivalents and other investments: The carrying amounts reported in the statement of fmancial position for cash and cash equivalents and other investments approximate fair value. Common stocks, mutual funds and debt securities: Fair values of common stocks mutual funds and debt securities are based on quoted market prices. Real estate held for sale: Market values for real estate held for sale are not readily determinable and are shown at historic cost ff purchased or estimated fair value at date of gift if donated. 
See Note 6 for additional information regarding investments Land, Building and Equipment 
Land, building and equipment are recorded at cost if purchased or, if donated, at lair value at the date of the gift, less accumulated depreciation and amortization. Depreciation is computed on the straight-line basis over the estimated usetul lives of the assets, ranging from three to five years. Leasehold improvements are amortized over the lesser of the term of the lease or their estimated useful lives. 



Covenant House New Orleans Notes to Financial Statements (continued) 
2. Summary of Significant Accounting Policies (continued) Contributed Services and Merchandise 
Contributed services are recognized as revenue ff the services received create or enhance nonfmancial assets, require specialized skills provided by individuals possessing those skills and typically need to be purchased if not provided by donation. Contributed services are recorded at the fair market value of the services provided. Contributed services and promises to contribute services that do not meet the above criteria are not recognized as revenues and are not reported in the accompanying financial statements. Contributions of clothing and merchandise are valued at the estimated fair market value at the date of receipt and recognized as revenue when received and expensed from inventory when used. Use of Estimates 
The preparation of the financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amount of assets, liabilities, additions to net assets and deductions from net asseLs. Actual results could differ from those estimates. 3,. Components of Programs and Supporting Services 
The Shelter and Crisis Care program provides crisis care, shelter, food, clothing, coun- seling and legal advice to abandoned and runaway youths in the New Orleans area. 
Medical services include basic medical services, referrals, HIV testing and counseling Mother~Child services include shelter, assessment, counseling, case management, referral, parenting education, and nursery services for mothers and their children while in residence. Community Service Center provides comprehensive services to youth who have left Covenant House afl-fliates' crisis centers, and other youth in the community who need support to maintain themselves in stable living situations. Rights of Passage provides transitional housing services for up to 24 months to youths, including individual counseling and help with completing their education and finding jobs and housing. 



Salaries Payroll taxes Employee benefits Donated services Medical fees Consultant lees Supplies Telephone Printing and r~stage Occupancy: Fuel and utilities Repairs and maintenance Other Equipment Travel Special assistance to individuals: Food Medical Clothing, allowances and misceltanex)us Donated clothing and merchandise. Other purchased services Dues, licenses and permits Subscriptions and publications Staff recruiunent Insurance Community expenses Miscellaneous Total functional expenses belore amortization and depreciation Amorlization Depreciation Total lhnctional expenses Less direct costs of special events Total expenses 

Covenant House New Orleans Statement of Functional Expenses Year ended June 30, 1996 with summarized financial information for the year ended June 30. 1995 
Proeram Services 



Supl~ortin~ Services Management Total and Fund- Expenses General RaisinR 1996 1995 

171,226 
234 
3,120,259 2,904 74.538 171,460 3,197,701 

171,46{) $ 3.197.701 See accompanying notes 



Covenant House New Orleans Statement of Cash Flows 

Operating activities Increase (decrease) in net assets Adjustments to reconcile increase (decrease) in net assets 1o net cash provided by (used in) operating activities: Cumulative effect of change in accounting plinciple Depreciation and amortization Net unrealized gain on investments Loss on disposition of equipment Bequest of land. building and stocks Contributed inventory Contributed equipment Change in operating assets and liabilities: Receivables Prepaid expenses and other assets Accounts payable and accrued expenses Refundable advances Due to parent Net cash provided by (used in) operating activities 
Investing activities Acquisition of land, building and equipment Sale of real estate held for resale Purchase of investments Sa~e of investments Transfer to board-designated assets Net cash provided by (used in) investing activities 
Net decrease in cash and cash equivalents Cash and cash equivalents at beginning of year Cash and cash equivalents at end of year 
See accompanying notes 

Year ended June 30 1996 1995 $ (52,874) $ 764.526 
(138,387) 85,030 56.236 (5,404) 285 
6,077 (9,300) 
19,688 (8,792) (50,923) (20,501)) (6,270) 

(879,965) 11,016 (10,557) 
88,216 (2,958) (58.493) 2,485 30.672 (181,370) 1,178 

(102,065) 40,000 (269,112) 1,048,722 
(312,599) (797,310) 758,826 574,020) (301.665) 



1. Organization 

Covenant House New Orleans 
Notes to Financial Statements 
June 30, 1996 

Covenant House New Orleans is a not-for-profit corporation established in 1984 for the purpose of providing programs for the care and shelter of runaway and homeless youths under the age of 21. Covenant House New Orleans is affiliated with similar organizations in other locations, all of which are affiliates of Covenant House, the parent, a not-for- profit corporation which provides guidance and support for various activities related to the care of youths. Affiliated organizations are as follows: 268 West 44th Corp. Asociacion Casa Alianza (Guatemala) Casa Alianza de Honduras Covenant House Alaska Covenant House California Covenant House Florida Covenant House New Jersey Covenant House Texas Covenant House Toronto Covenant House Washington, D. C. Covenant House Western Avenue Covenant International Foundation Fundacion Casa Alianza Mexico, I. A. P Testamentum Under 21 (New York) C.ovenant House provides management and organizational support for its affiliated organi- zations. In addition to fund-raising activities for its own programs, Covenant House con- ducts certain fund-raising activities on behalf of the affiliates. 
2. Summary of Significant Accounting Policies Summarized Financial Information for 1995 
The financial statements include certain prior-year summar~ed comparative information in total but not by net asset class or functional category. Such intbrmation does not include sufficient detail to constitute a presentation in conformity with generally accepted accounting principles. Accordingly, such information should be read in conjunction with Covenant House New Orleans' financial statements for the year ended June 30, 1995, from which the summarized information was derived. 



Covenant House New Orleans Notes to Financial Statements (continued) 
2. Summary of Significant Accounting Policies (continued) Fund Accounting and Net Asset Classification To ensure compliance with restrictions placed on the resources available to Covenant House New Orleans, Covenant House New Orleans' accounts are maintained in accor- dance with the principles of fund accounting. This is the procedure by which resources are classified for accounting and reporting into funds established according to their nature and purpose. In the financial statements, funds that have similar characteristics have been com- bLned into three net asset categories: permanently restricted, temporarily restricted and unrestricted. 
Permanently restricted net assets contain donor-imposed restrictions that stipu- late the resources be maintained permanently, but permit Covenant House New Orleans to use or expend all of the income derived from the donated assets for unrestricted purposes. Temporarily restricted net assets contain donor-imposed restrictions that permit Covenant House New Orleans to use or expend the assets as specified. The restrictions are satisfied either by the passage of time or by actions of Covenant House New Orleans. Unrestricted net assets are not restricted by donors, or the donor-imposed restrictions have expired. As reflected in the accompanying statement of financial position, Cowmant House New Orleans' board of directors has designated a portion of the unrestricted net assets of Covenant House New Orleans for long- term investment purposes. 

Functional Expense Allocation The majority of expenses can generally be directly identified with the program or sup- porting service to which they relate and are charged accordingly. Other expenses by func- tion have been allocated among program and supporting service classifications on the basis of square footage of orifice space occupied, salaries and other bases determined by Cove- nant House New Orleans' management. 



In our opinion, based on our audit and the report of other auditors, the Organization complied, in all material respects, with the requirements governing types of services allowed or unallowed, eligibility, matching, level of effott, or earmarking, allowable costs/cost principles, special tests and provisions, special repoMng, financial reports and claims for advances or reimbursements, and amounts claimed or used for matching that are applicable to each of its major federal programs for the year ended June 30, 1996. ]'his report is intended for the information of the audit committee, the Board of Directors, management of the Organization, and those agencies listed in the accompanying Combined Schedule of Federal Awards. However, this report is a matter of public record and its distribution is not limited. 
October 7, 1996 

LLP 
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Covenant House New Orleans Notes to Financial Statements (continued) 
2. Summary of Significant Accounting Policies (continued) Revenue Recognition 
Covenant House New Orleans records earned revenues on an accrual basis; investment ir~come is recognized irk accordance with policies enumerated below. In addition, Covenant House New Orleans records as revenue the following types of contributions, when they are received unconditionally, at their fair value: cash, promises to give, certain contributed se, rvices and gifts of long-lived assets. Substantially all of Covenant House New Orleans' government grants are on cost reimbursement basis and are considered to be conditional cuntributions for applying revenue recognition policies. Conditional contributions are rec- ognized as revenue when the conditions on which they depend have been substantially met. Contributions are recorded net of estimated uncollectible amounts. Temporarily Restricted Contributions 
Covenant House New Orleans records contributions as temporarily restricted ff they are received with donor stipulations that limit their use either through purpose or time restric- tions. When donor restrictions expire, that is, when a time restriction ends or a purpose restriction is fulfilled, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released fi'om restrictions. It is Covenant House New Orleans' policy to record temporarily restricted contributions received and expended in the same accounting period ha the unrestricted net asset class activity. Contributions that the donor requires to be used to acquire long-lived assets (e.g., building improvements, furniture, fixtures and equipment) are reported as temporarily restricted. Covenant House New Orleans reflects the expiration of the donor-imposed restriction when long-lived assets have been placed in service, at which time temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. 
Cash and Cash Equivalents For the purpose of the statement of cash flows, Covenant House New Orleans considers al~t highly liquid investments purchased with a maturity of three months or less, other than those held in the long-term investment portfolio, to be cash equivalents. 



 
l?RNsr a YouN6 Lip ~ 787 Sevenlh Avenue ~ Phone: 212 773 31~t~l'J New York, New York 10019 

Report of Independent Auditors on Compliance with Specific Requirements Applicable to Major Federal Programs 
The Board of Directors Covenant House We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") as of and for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. 
We have also audited the Organization's compliance with the requirements governing types of services allowed or unallowed, eligibility, matching, level of effort or earmarking, allowable costs/cost principles, special tests and provisions, special reposing, financial reports and claims for advances and reimbursements, and amounts claimed or used for matching that are applicable to each of its major programs, which are identified in the accompanying Combined Schedule of Federal Awards for the year ended June 30, 1996. We did not audit Covenant House Alaska's compliance with specific requirements governing its federal awards for the year ended June 30, 1996. That compliance was audited by other auditors whose report was furnished to us, and our opinion, insofar as it relates to compliance included for Covenant House Alaska, is based solely on the report of those other auditors. The management of the Organization is responsible for the Organization's compliance with those requirements. Our responsibility is to express an opinion on compliance with those requirements based on our audit. We conducted our audit of compliance with those requirements in accordance with generally accepted auditing slandards, Government Auditing Standards, issued by the Comptroller General of the United States for those entities receiving federal awards, and the Office of Management and Budget ("OMB") Circular A-133, Audits of Institutions of Higher Education and Other Nonprofit Institutions. for those entities receiving federal awards. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the Organization's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. 
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Covenant House New Orleans Statement of Financial Position 

Assets Cash and cash equivalents Contributions receivable - short-term Grants receivable O~er receivables Donated inventory. Prepaid expenses and other assets Real estate held for resale Land, building and equipment, net of accumulated depreciation of $885,763 as of 1996 and $801,357 as of 1995 Contributions receivable - long-term Long-term investments Total assets 
Liabilities and net assets Liabilities: Accounts payable and accrued expenses Refundable advances Due to parent Total liabilities 
Net assets: Unrestricted: Board designated Investment in land, building and equipment Total unrestricted Temporarily restricted Total net assets Total liabilities and net assets 
See accompanying notes 

June 30 1996 1995 $ 49,506 57,537 178,796 4,793 10,760 38,673 20,000 
1,031,385 6,538 2,327,778 

$ 87,351 92,641 121,387 9,324 16,837 29,881 60,000 
1,005,336 44,000 2,389.576 $ 3,725,766 $ 3.856,333 

297,728 375,421 
2,327,778 1,031,385 2,389,576 1,005,336 3,359,163 68.875 3,394,912 86,000 3,428,038 3,480,912 $ 3,725,766 $ 3.856,333 



 
ERNsT & YOUNC Ue ~ 787 Seventh #,ver~ue New York New "Tork 10019 
Report of Independent Auditors on Compliance with the General Requirements of Federal Programs 

The Board of Directors Covenant House We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") as of and for the year ended June 30, 1996, and have issued our reports thereon, which expressed reliance on other auditors, dated October 7, 1996. 
We have applied procedures to test the Organization's compliance with the following requirements applicable to its federal programs which are identified in the accompanying Combined Schedule of Federal Awards for the year ended June 30, 1996: political activity; cash management; civil fights; federal financial reports; allowable costs/cost principles; drug- free workplace; and administrative requirements. We did not apply procedures to test Covenant House Alaska's compliance with the general requirements of its federal programs for the year ended Jtme 30, 1996. Those procedures were performed by other auditors whose report was furnished to us, and our report, insofar as it relates to compliance included for Covenant House Alaska, is based solely on the report of those other auditors. Our procedures were limited to the applicable procedures described in the Office of Management and Budget's Compliance Supplement for Audits of Institutions of Higher Learning and Other Non-Profit Institutions. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Organization's compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. 
With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to items not tested, nothing came to our attention that caused us to believe that the Organization had not complied, in all material respects, with those requirements. This report is intended for the information of the audit committee, the Board of Directors, management of the Organization, and those agencies listed in the accompanying Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards. However, this report is a matter of public record and its dismbution is riot limited. 
October 7, 1996 
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ERNST& YOUNG LIP ~ 4200 ()r~e Shell Souar(! 701 Poxdras Street New Orleans Louisiana 70139 9869 

Report of Independent Auditors 
The Board of Directors Covenant House New Orleans 
We have audited the accompanying statement of financial position of Covenant House New Orleans as of June 30, 1996, and the related statements of activities, functional expenses and cash flows for the year then ended. These financial statements are the responsibility of Covenant House New Orleans management. Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan and pefforua the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the finan- cial statements. An audit also includes assessing the accounting principles used and signifi- cant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 
]in our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Covenant House New Orleans at June 30, 1996, and the changes in its net assets and its cash flows for the year then ended in conlbrmity with gen- erally accepted accounting principles. ,M discussed in Note 6 to the accompanying financial statements, during ftscal 1996, Covenant House New Orleans adopted the accounting and disclosure requirements of newly promulgated Statement of Financial Accounting Standards No. 124 related to financial instruments held by not-for-profit organizations. 
September 11, 1996 



Mr. Bruce Henry Executive Director Under 21 460 West 41st Street New York, NY 10036 Dear Mr. Henry 

~ 787 Seventh Avenue New York, New "~igr k 10019 

We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. We have also audited the Organization's compliance with general requirements of federal programs, specific requirements applicable to major federal programs and compliance with specific requirements applicable to nonmajor program transactions and have issued our reports thereon dated October 7, 1996. The results of our procedures disclosed no instances of noncompliance with those requirements related to Under 21's federal programs. This report is intended solely for the information of the Finance Committee, Board of Directors, management of Under 21, and those agencies listed in the Combined Schedule of Federal Awards which provided funds to Under 21. We would be pleased to discuss the above matters or respond to any questions, at your convenience. 
October 7, 1996 /./.~ 

45 



 
ERNST& YOUNG I_te 

Mr. James White Executive Director Covenant House New Jersey 14 William Street Newark, NJ 07104 
Dear Mr. White 

~ 787 Seventh Avenue ~ Phone: 212 7.3 300( New "lbrk, New York 10019 

We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") for tile year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. We have also audited the Organization's compliance with general requirements of federal programs, specific requirements applicable to major federal programs and compliance with specific requirements applicable to nonmajor program transactions and have issued our reports thereon dated October 7, 1996. The results of our procedures disclosed no instances of noncompliance with those requirements related to Covenant House New Jersey's federal programs. This report is intended solely for the information of the Finance Committee, Board of Directors, management of Covenant House New Jersey, and those agencies listed in the Combined Schedule of Federal Awards which provided funds to Covenant House New Jersey. We would be pleased to discuss the above matters or respond to any questions, at your convenience. 
October 7, 1996 



 
I'!RNST & YOUNG LLP 

Mr. Fred Ali Executive Director Covenant House California 1325 N. Western Avenue Hollywood, California 90027 
Dear Mr. Ali 

~ 787 Seventh Avenue New York. New York 10019 

We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. 
We have also audited the Organization's compliance with general requirements of federal programs, specific requirements applicable to major federal programs and compliance with specific requirements applicable to nonmajor program transactions and have issued our reports thereon dated October 7, 1996. The results of our procedures disclosed no instances of noncompliance with those requirements related to Covenant House Califomia's federal programs. This report is intended solely for the information of the Finance Committee, Board of Directors, maJlagement of Covenant House California and those agencies listed in the Combined Schedule of Federal Awards which provided funds to Covenant House California. We would be pleased to discuss the above matters or respond to any questions, at your convenience. 
October 7, 1996 

LLP 
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ERNST& YOUNG LLP 

Ms. Maudelle Cade Executive Director Covenant House New Orleans 611 North Rampart Street New Orleans, Louisiana 70112 
Dear Ms. Cade: 

~ 787 Seventh Avenue New York, New York 10019 

We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. 

This report is intended solely for the information of the Finance Committee, Board of Directors, management of Covenant House New Orleans, and those agencies listed in the Combined Schedule of Federal Awards which provided funds to Covenant House New Orleans. 
We would be pleased to discuss the above matters or respond to any questions, at your convenience. 
October 7, 1996 t/.e 
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F'RNST ~ YOUNG LL P 

Ms. Carolyn Larsen Executive Director Covenant House Texas 1111 Lovett Boulevard Houston, TX 77006 
Dear Ms. Larsen: 

~ 787 Seventh Avenue New York, New York 10019 

We have audited the combined financial statements of Covenant House and Affiliates (the "Organization") for the year ended June 30, 1996, and have issued our report thereon, which expressed reliance on other auditors, dated October 7, 1996. We have also audited the Organization's compliance with general requirements of federal programs, specific requirements applicable to major federal programs and compliance with specific requirements applicable to nonmajor program transactions and have issued our reports thereon dated October 7, 1996. The results of our procedures disclosed no instances of noncompliance, with those requirements related to Covenant House Texas' federal programs. This report is intended solely for the information of the Finance Committee, Board of Directors, management of Covenant House Texas, and those agencies listed in the Combined Schedule of Federal Awards which provided funds to Covenant House Texas. We would be pleased to discuss the above matters or respond to any questions, at your convenience. 
October 7, 1996 

LLP 
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Covenant House New Orleans 
Notes to Financial Statements (continued) 

8, Temporarily Restricted Net Assets 
Temporarily restricted net assets consisted of the following at June 30, 1996 Community Service Center activities Specified organization pilot program For periods after June 30, 1996 
9, Reclassification of Net Assets 

$ 34.000 24,875 10,000 $ 68,875 
Net assets of $42,000 were released from donor restrictions through the passage of specified time for which donations would be received. 10. Faith Community 
Contributed services were provided by members of the Covenant House Faith Community (Community). Community members are full-time volunteers who commit themselves to a year of service to runaway and homeless youths. Room and board, $15 per day stipend, health insurance and reimbursement for other personal expenses are provided to Commu- nity members by Covenant House New Orleans. The expenses associated with Community members were approximately $99,000 for the year ended June 30, 1996, and are reported in the accompanying fmancial statements. The value of services performed by Community members was approximately $76,000 in 1996 anti was not recognized in the accompany- ing financial statements. 11. Tax-Exempt Status Covenant House New Orleans is exempt from federal income taxes under Section 501(a) of the Internal Revenue Code as an organization described in Section 501(c)(3). Covenant House New Orleans qualifies as a public charity, 



Covenant House New Orleans Notes to Financial Statements (continued) 
6. Investments (continued) Under Covenant House New Orleans' spending rate policy, all of the investment returns are appropriated to support current operations. The following schedule summarizes the investment return and its classification in the statement of activities for fiscal 1996: 
Dividends and interest Net realized and unrealized gains Return on long-term investments Interest on short-term investments Investment return designated for current operations 

7. Land, Building and Equipment 
Land Building and improvements Furniture and equipment 
Less accumulation depreciation and amortization 

Unrestricted $ 89,201 5,404 94,605 14.263 $ 108.868 
June 30 1996 $ 97,500 817,889 1.001.759 1,917,148 885.763 $ 1,031.385 

Covenant House New Orleans completed the construction and renovation of a community services center (the Project) which became operational in October 1994. The total cost of the Project was approximately $926,000, which was funded by a Special Project Grant of $486,000 from the City of New Orleans, a $75,(100 Community Development Block Grant (CDBG) and Capital Appeal contributions from private donors. Refundable advances included $75,000 received through the CDBG. This amount has been donated to Covenant House New Orleans in equal amounts over five years beginning October 1995 provided the facility is used for its intended purposes and not sold by Cove- nant House New Orleans. Grant revenue recognized in 1996 related to this grant totaled $15,000, resulting in a refundable advances balance of $60,000 at June 30, 1996. 
14 



Covenant House New Orleans Notes to Financial Statements (continued) 
6. Investments Investments at June 30, 1996 consisted of 

Cash and cash equivalents Common stocks Debt securities Mutual funds Other 

Long-Term Board- Designated Total Unrestricted Market Cost 

In fiscal 1996, Covenant House New Orleans changed its method of recording marketable securities from cost to market value resulting from the early adoption of Statement of Financial Standards No. 124, Accounting for Certain Investments Held by Not-for-Profit Organizations (SFAS 124). SFAS 124 requires not-for-profit organizations to record investments in all debt securities and marketable equity securities at fair value, with gains and losses (realized and unrealized) recorded in the statement of activities. The effect of tt~; change in accounting principle as of June 30, 1995 was an increase in net assets of approximately $138,000. The effect on the change in net assets before the cumulative effect of a change in accounting principle for fiscal 1996 was an increase of approximately $6,000. Marketable securities are recorded at fair market value as of June 30, 1996. The fair values for debt securities and marketable equity securities are based on quoted market prices. 



Covenant House New Orleans Notes to Financial Statements (continued) 
3. Components of Programs and Supporting Services (continued) The Outreach program is an effort to reach youths who would otherwise not lhad their way to the shelters. Outreach vans cruise the city streets, searching out these youths and providing them with food, a trained counselor and a safe ride to a shelter. 
The Public Education program informs and educates the public on how to identify poten- tial "runaway" and "throwaway" adolescents, the public and private resources available to help such adolescents before they leave home, and the public support services available to these families to improve the home environment. 
Management and General services include administration, finance and general support activities. Certain administrative costs that relate to specific programs have been allocated to such programs. 
Fund-Raising services relate to the activities of the development department in raising general and specific contributions. 4..Allocation of Joint Costs The joint costs of certain informational mailings that contain an appeal for funds are allo- cated between the public education program and fund-raising. Approximately $85,000 of $1!97,141 total joint cosls in 1996 were allocated to public education. 5. Contributions Receivable 
At June 30, 1996, contributions receivable consisted substantially of unconditional prom- ises to give and are due to be collected during lhe following fiscal years ending June 30: 

1997 1998 $ 57,537 6,538 $ 64,075 

12 
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Financial Statements and Audit Reports Related to Office of Management and Budget Circular A- 13 3 Covenant House and Affiliates 
Year ended June 30, 1996 



Covenant House New Orleans Statement of Activities Year ended June 30. 1996 with summarized financial information for the year ended June 30. 1995 

Contributions. revenue and reclassifications Contributions: Contribution from Covenant ttouse Contribuoons including wills and bequests totaling $22,105 in 1996 Grant income Donated services and merchandise, including inventory adjustments Special events revenue, net of direct costs of $11,803 in 1996 Total contributions Revenue: Investment income Other income Total revenue Total contributions and revenue Reclassifications: Net assets released from restrictions Tolal contributions, revenue and reclassifications Expenses: Program services Supporting services: Management and general Fund..ralsing Total supporting services Total expenses Changes in net assets before cumulative effect of a change in accounting principle Cumulative ellect of a change in accounting principle Change let net assets Net assets, at beginning of year Net assels, at end of year See accompanying notes 

Total Temporarily June 30 Unrest ric(ed Restricted 1996 1995 

3,575,592 24,875 3,600,467 4,385,286 
108,868 233.622 108,868 233,622 63.767 11.674 342.490 342,49(I 75.441 3,918,082 24,875 3,942,957 4.460.727 
42,000 (42,000) 3,960,082 (17,125) 3,942,957 4.460.727 
3,197,701 365,288 571.229 

3,197,701 2.869.431 365,288 571,229 323.774 502.996 
(174,136) (17,125) (191,261) 764.526 138.387 - 138.387 



Covenant House and Affiliates 
Financial Statements and Audit Reports Related to Office of Management and Budget Circular A-133 
Year ended June 30, 1996 
Contents 

Report of Independent Auditors Combined Statement of Financial Position Combined Statement of Activities Combined Statement of Functional Expenses Combined Statement of Cash Flows Notes to Combined Financial Statements 
Other Financial Infonnation Report of Independent Auditors on Combined Schedule of Federal Awards and Schedule of State of New Jersey Awards 25 Combined Schedule of Federal Awards 26 Schedule of State of New Jersey Awards 32 Report of Independent Auditors on Internal Control Required by Government Auditing Standards 33 Report of Independent Auditors on Compliance Required by GovernmentAuditingStandards 35 Report of Independent Auditors on the Internal Control Used in Administering Federal Programs and State of New Jersey Programs 36 Report of Independent Auditors on Compliance with Specific Requirements Applicable to Nonmajor Federal and State of New Jersey Program Transactions 40 Report of Independem Auditors on Compliance with Specific Requirements Applicable to Major Federal Programs 41 Report of Independent Auditors on Compliance with the General Requirements of Federal Programs 43 Schedule of Letters to Management 44 



Olher Matters Statement on Auditing Standards No. 61 also requires communications to the board of directors in the following areas: 
~ Sensitive accounting estimates. Significant audit adjustments. ~ Other information in documents containing audited financial statements. ~ Disagreements with management. 
~ Consultations with other accountants Major issues discussed with management prior to retention ~ Difficulties encountered in dealing with management when performing the audit. Methods of accounting for significant unusual transactions and for controversial or emerging areas. 
During the course of our audit, we did not encounter any circumstances and we are un- aware of any items in any of these areas which require discussion with the board of directors. 
This report is intended solely for the information and use of the board of directors 
September 11, 1996 ~ ~ ~LLP 



 
ERNST,~ YOUNC. ~_~P 

The Board of Directors Covenant House New Orleans ~.lease Date~_~"~" ~Y - We have audited, in accordance with generally accepted auditing standards, the financial statements of Covenant House New Orleans for the year ended June 30, 1996, and have issued our report thereon dated September 11, 1996. Statement on Audithlg Standards No. 61, Communication With Audit Committees, re- quires the independent auditor to communicate to the board of directors certain information regarding the scope and results of the audit to assist the committee in over- seeing the financial reporting and disclosure process for which management is responsible. This letter summarizes the reporting requirements of this statement for our 1996 audit. 
Auditors' Responsibility Under Generally Accepted Auditing Standards Our audit, conducted in accordance with generally accepted auditing standards, is designed to provide reasonable, rather than absolute, assurance that the Covenant House New Orleans financial statements are free of material misstatement. These financial state- ments are the responsibility of management and it is our responsibility to express an opin- ion on these financial statements based on our audit results. Significant Accounting Policies The accounting principles followed by Covenant House New Orleans and the methods of applying these principles conform, in all material respects, with generally accepted accounting principles generally used by voluntary health and welfare organizations. The annual audited financial statements include a summary of these significant accounting policies. During the course of our audit, we noted no changes in significant accounting policies or their application other than those described below. Adoption of or a Change in an Accounting Principle In 1996, Covenant House New Orleans early adopted the Financial Accounting Standards Board Statement (FAS) No. 124, Accounting for Certain Investments Held by Not-for- Profit Organizations. The effect of adopting FAS 124 resulted in an increase to net assets of approximately $138,000 at July 1, 1995. 



Covenant House New Orleans Notes to Financial Statements (continued) 
12. Related Party Transactions Covenant House provides financial support as well as management and organizational support for its organizations and also conducts fund-raising activities for its programs. Contributions and pledges received directly by Covenant House are allocated and recorded in the accounts of the entity designated by the donor. In fiscal 1996. Covenant House New Orleans received support contributions from Covenant House totaling $632,000. In addition, Covenant House New Orleans paid approximately $476,000 in 1996 to Covenant House for fund-raising expenses. Covenant House provides certain of its affiliates with insurance and computer access services. Covenant House has allocated expenses of approximately $56.000 in 1996 related to such services to Covenant House New Orleans. 
Covenant House New Orleans leases its program facility from Covenant House on a munth-to-month basis. Rent paid to Covenant House amounted to approximately $208,000 in fiscal year 1996. Covenant House New Orleans participates in a defined benefit pension plan covering sub- stantially all Covenant House employees. Total pension cost is allocated to Covenant House New Orleans from Covenant House. Pension costs were approximately $20,000 in 1996. 
The amounts due to Covenant House at June 30, 1996 resulted from the transactions described above. 



 



 



 
ERNST& YOUNG LLP 

Board of Directors Covenant House 

~ 787 Sevenm Avenue New York New "~c.rk 10olq 

Report of Independent Auditors 
We have audited the accompanying combined statement of financial position of Covenant House and Affiliates (the "Organization") as of June 30, 1996, and the related combined statements of activities, functional expenses and cash flows for the year then ended. These combined financial sl~tements are the responsibility of the Organization's management. Our responsibility is to express an opinion on these financial statements based on our audit. We did not audit the financial statements of Covenant House Alaska, Covenant House Toronto and Fundacion Casa Aliax~a Mexico, LA,P. which statements reflect total assets of $12,348,233 as of June 30, 1996 and total public support and revenues of $7,731,877 for the year then ended. Those statements were audited by other auditors whose reports have been furnished to us, and our opinion, insofar as it relates to data included for those organizations, is based solely on the ~ports of the other auditors. 
We conducted our audit over the entities receiving federal and State of New Jersey awards in accordance with generally accepted auditing standards 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 includes examining, 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 eslirnates made by management, as well as evaluating the: overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 
In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above present fairly, in all material respects, the financial position of Covenant House and Affiliates a.s of June 30, 1996, and the changes in its net assets and its cash flows Jbr the year then ended in conformity with generally accepted accounting principles. As discussed in Note 2 to the accompanying financial statements, during fiscal 1996 the Organization changed its method of accounting for investments by adopting Statemem of Financial Accounting Standards No. 124. 


