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WEGMANN DAZET & COMPANY

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
The St. Bernard Project, Inc.
d/b/a SBP, Inc.

New Orleans, Louisiana

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of The St. Bernard Project, Inc.
d/b/a SBP, Inc. (a nonprofit organization), which comprise the consolidated statements of financial
position as of December 31, 2017 and 2016, and the related consolidated statements of activities,
functional expenses, and cash flows for the years then ended, and the related notes to the consolidated
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in 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 from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

WEGMANN DAZET & COMPANY | A PROFESSIONAL CORPORATION | CERTIFIED PUBLIC ACCOUNTANTS
MEMBERS: AICPA PRIVATE COMPANIES PRACTICE SECTION
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of SBP, Inc. as of December 31, 2017 and 2016, and the changes in its net assets and its
cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 12, 2018,
on our consideration of SBP, Inc.’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering SBP, Inc.’s internal control over
financial reporting and compliance.

June 12, 2018 wgﬁ.ﬁwﬁaﬁ *CBM-‘»MV*&



THE ST. BERNARD PROJECT, INC.

DB/A SBP, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Tiecember 31, 2017 and 2016

ABBETS

Current assets

Cash and cash equivalents
Investments
Accounts receivable
Other receivables
Crants receivable
Construction in process
Real estate held for sale
Other current assets

Total current assets

Property and equipment, at cost less accumulated depreciation
Notes receivable - promissory notes

Notes receivable

Deposits

Total assets
LIABILITIES

Current liabilities
Line of credit
Accounts payable and accrued expenses
Accrued payroll and related habilities
Deferred revenue
Due to related party
Current portion of long-term debt
Total current habilities

Long-term debt, less current portion and unamortized tssuance costs
Total liabilities

NET ASSETS
Unrestricted
Temporarily restricted
Tolal net assets

Total habilities and net assets

See accompanying Notes to Consolidated Financial Statements.

-
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2017

$ 10,865,670
5,956,464
2,345,137

143,196
LI77.511
365,914
879,351
447 384

6,450,832
274,383
6,946,000
7,175

$ 35,859,017

5 40,000
625,742
117,655

75,000
702,350
86,853

1.647,598

9.162,100

10,809,698

10,433,527
14,615,792

25.049,319

$ 35,839,017

2016

$ 3,782,707
26,192
2,527,260
144.594
1,092,624
02,905
1,842.292
427,237
8,935.611

6,502,875
458,914
6,946,000
7,575

$ 23,850,975

§ 100,000
653.359
137,045
193,750
635.899

1,625,000

3,345,053

7,725.844

11,070,897

9,996,378
2,783,700

12,780.078

$ 23,850,975



THE ST. BERNARD PROJECT, INC.

I¥B/A SBP, INC.

CONSOLIDATED STATEMENT OF ACTIVITIES

For the Year Inded December 31, 2017

Revenues
Confributions
Grants
Property management fees
Homeowner funding
Sale of propertics
Vendor incentives
Other income
Net assets released from restrictions

Total revenues

Expenses
Program services
Rebuilding
Opporiunity housing
Disaster resilience and recovery lab

Supporting scrvices

General and adminisirative
Fundraising

Total expenses
Change in net asscts

Net assets
Beginning of vear

End of year

Uarestricted

Temporarily
Restricted

Total

$ 4,129,828

$ 16,185,581

$ 20,315,409

2,393,501 7,053,961 9,447,462
490,707 88,605 579,312

- 1,585,480 1,585,480

978,300 22,500 1,001,300
106,572 - 106,572
210,871 45,682 256,553
13,149,717 (13,149,717) -
21,459,996 11,832,092 33,292,088
16,462,263 - 16,462,263
1,774,680 - 1,774,680
622,731 - 622,731
1,725,095 - 1,725,095
438,078 - 438,078
21,022,847 - 21,022,847
437,149 11,832,092 12,269,241
9,996,378 2,783,700 12,780,078

S 10,433,527

$ 14,615,792

$ 25049319

See accompanying Notes to Consolidated Financial Statements.
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THE ST. BERNARD PROJECT, INC.

I¥B/A SBP, INC.

CONSOLIDATED STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2016

Temporarily
Unrestricted Restricted Total
Revenues
Confributions $ 5,259,110 $ 4,607,993 S 9,867,103
Grants 4,907,013 3,152,498 8,059,511
Property management fees 982,825 - 982,825
Homeowner funding - 1,845,841 1,845,841
Sale of propertics 1,616,400 - 1,616,400
Vendor inceniives 107,725 18 107.743
Other income 402,108 148 402,256
Net assets released from restrictions 9,155,998 (9,155,998) -
Tolal revenues 22,431,179 450,300 22,881,679
Expenses
Program services
Rebuilding 15,672,453 - 15,672,453
Opportunity housing 2,695,729 - 2,695,729
Veteran good work good pay 5172 - 5,172
Disaster resilience and recovery lab 810,319 - 810,319
Supporting scrvices
Greneral and administrative 1,307,540 - 1,307,540
Fundraising 373,689 - 373,689
Total expenses 20,864,902 - 20,864,902
Change in net assets 1,566,277 450,500 2,016,777
Net assets
Beginning of vear 8.430,101 2,333,200 10,763,301
End of year S 9.996,378 $ 2783700 § 12780078

See accompanying Notes to Consolidated Financial Statements.
-5



Auto

Bad debt expense
Bank service charges
Construction
Depreciation

401k admirustration fee
Fundraising
Hardware rental
Information technology
Insurance

Interest expense
In-kind labor
Licenses and permits
Marketing

Office supplies
Other expense
Occupancy

Payroll taxes
Postage and delivery
Program expense
Professional services

Repairs and maintenance

Salaries
Seminars
Travel

Workers comp msurance

Total expenses

THE ST. BERNARD PROJECT, INC.

D/B/A SBP, INC.

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2017

Program Services

Disaster
Opportunity Resilience and General & Total
Rebuilding Tousing Recovery Lab Fundraising Administrative Ixpenses
$ 7,206 S - $ - $ - $ 413 $ 7,619
61,667 172.231 - - - 233,808
15,479 75 750 5,410 2.358 24,072
6.179.215 1,471.143 - - 79,464 7.729,822
135,785 22,182 1,232 - 126.934 286,133
- - - - 8,444 8,444
- - - 29,960 - 29,960
456,220 - 4,559 45,400 - 506,179
8,039 - - - 5.674 13,713
231,946 27.965 20,129 {4,530) 67,856 1.343,366
93,375 10,644 - - 142.926 246,945
4.279.339 - - - - 4.279,339
69,326 23,915 2,519 17,283 2172 115,215
75,137 100 50,194 217 U 125,738
37,241 360 7,877 3,013 3.408 52,099
237317 7.562 3,675 2,563 1,054 252,171
163,985 - - - 30.712 194,697
233332 2915 32,814 14,394 77,874 361,329
18,152 7 - 2,269 729 21,157
- - 4,807 - - 4,807
225,684 1,029 7,057 61,737 164.913 460,420
7,127 - - - 15,486 22,613
2,498,853 33,477 39,742 238.100 930.484 4,140,656
36,624 - - 21 368 37,213
261,185 116 45,681 21,507 38.651 367,140
130,029 759 1,695 734 24,885 158,102
$ 16,462,263 S 1,774,680 § 622731 5 438078 5 1,725,095 $ 21,022,847

See accompanying Notes to Consolidated Financial Staternents.
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TIIE ST. BEIRNARD PROJTCT, INC.
D/B/ASBP, INC.
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

For the Year Iinded December 31, 2016

Program Services

Disaster
Opportunity Resilience and General & Total
Rebuilding Housing Veteran Recovery Lab Fondraising Administrative Expenses

Auto S 32,603 & - 3 - $ - S - & 950 3 33,553
Bad debt expense - 76,285 - - 1.000 - 77.283
Bank service charges 2,679 - - 77 737 3.669 7,162
Construction 5,606,557 2,364,816 4,784 - - 50.873 8.027.030
Depreciation 107.447 22,182 - 1,232 - 84,623 215,484
Dues and subscriplions 570 - - - - 15 585
Fundraising - - - - 43,331 - 43,331
Hardware rental 311,228 - - - - - 311,228
Tnformation technology 3,462 - - - - 19,976 23,438
Tnsorance 838,610 61,494 - 34,420 8,864 185,859 1,129,247
Interest expense 14,82 10,147 - - - 128,120 153,005
In-kind labor 5,515,652 - - - - - 5.515,652
Licenses and permits 157,123 61.775 - 946 10,114 3.726 233,684
Marketing - - - - 3,103 435 3,540
Office supplies 989 7T - 12,943 828 4.894 19,731
Other expense 53,077 - - 5,285 323 43.067 101,752
Occupancy 78255 - - 8.423 101 39,980 126,759
Payroll laxes 235,572 8,673 388 36.750 13,662 6,026 301.071
Postage and delivery 13,873 68 - - 673 1,642 16,256
Program expense - - - 1,450 - - 1.450
Professional services 245,656 6,268 - 22,443 70,879 134,076 479,322
Property tax 5,778 - - - - 23,193 28,971
Repairs and maintenance 1,799 - - - - 948 2,747
Salartes 2,143,655 83.692 - 530,830 204.250 566,658 3.529,085
Seminars 8,196 50 - - - 66 8,312
Travel 111,968 202 - 155,238 15,641 8,115 201,164
Workers comp insurance 182,876 - - 282 181 629 183,968

Total expenses 8 15,672,453 $ 2,695729 3 5172 $ 810,319 8 373,689 $ 1,307,540 % 20,864,902

See accompanying Notes to Consolidated Financial Statemoents.
-
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THE ST. BERNARD PROJECT, INC.
DB/A SBP, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2017 and 2016

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change m net assets to net cash
provided (used) by operating activities:

Depreciation
Deferred loan costs
Donated vehicles included in contributions
Forgiveness of debt
{Gain) loss on disposal of assets

(Increase) decrease in operating assets:
Accounts receivable
Other receivables
Grants receivable
Construction in process
Real estate held for rental
Real estate held for sale
Other current assets
Depasits

Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Deferred revenue
Due to related party

Net cash provided (used) by operating activities

Cash flows from investing activities:
Advances on notes receivable - promissory notes
Proceeds from disposal of assets
Purchase of property and equipment
Proceeds from sale of investments. net
Net cash used by investing activities

Cash flows from financing activities:
Repayments of line of credit
Borrowings under long-term debt
Repayments of long-term debt

Net cash used by financing activities
Net increase (decrease) in cash

Cash and cash equivalents at beginning of vear

Cash and cash cquivalents at end of year

See accompanying Notes to Consolidated Financial Statements.
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2017

$ 12,269,241

286,134
23,100

(144,594)

(125,000)

182,123
1.198
(84,887
1,164,820
(226,915)
(247,973
(20,147)
400

66,451

12,978,201

184,531

(89.497)
69,728

{5,835,238)

(60,000)

(60,000)
7.082,963
3,782,707

$ 10,865,670

2016

b 2016777

(1,900)

(1,572.956)
33,971
(146.597)
1,164,820
(226,915)
(1.331.912)
(130,963)
(5.600)

(526,167)
12,943
193.750
164,507

(117,650)

72.835
1,900

(1,801,259)
1.520

(1,724,995

(151,088)
738,106
(1.073.585)

(486,567)

(2,329.212)

6,111,919

$ 3782707
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

Nature of activities

The St. Bernard Project, Inc. ¢/b/a SBP, Inc. (SBP, Inc.) is a non-profit organization established

10 shrink the time between disaster and recovery. The St. Bernard Project, Inc. is a community based
organization that carrics out its mission through three primary programs: Rebuilding Programs, Disaster
Resilience and Recovery Lab, and Opportunity Housing Program.

Toulouse Commercial, Inc. is a non-profit organization established on March 27, 2015 to operate

exclusively for the bencefit of, to perform the functions of, and o carry oui the purposes of The St
Bernard Project, Inc.

Summary of sienificant accounting policies

(a)

(b)

(©

The significant accounting policies followed by the Organization are summarized as follows:

Financial statement presentation

The Organizalion’s policy is to prepare ils financial statements on the accrual basis of accounling,
which recognizes all revenues and the related assets when carned and all expenses and the related
obligations when incurred.

The accompanying consolidated financial statements present the consolidated staiements of
financial position and changes in net assels and cash flows of The St. Bernard Project, Inc. and
Toulouse Commercial, Inc. (together referred to as the “Organization™). Toulouse Commercial,
Inc. is a supporting organmization of SBP, Inc.  All significant inter-company accounts and
transactions have been eliminated.

Basis of presentation

Financial Accounting Standards Board (FASB), Accounting Standards Codification (ASC) 9358,
Financial Statementis for Not-for-Profit Entities, requires the net asscts and changes in net asscts
be reported for three classifications -~ permanently restricted, temporarily restricted and
unrestricted based on the existence or absence of donor imposed restrictions.

The Organization reports gifts of cash and other assets as resiricted support if they are received
with donor imposed restrictions or requirements that limit the use of the donation. A donor
restriction ends when a time restriction is met or a purpose restriction is accomplished. As
resirictions are meft, assets are reclassified {o unrestricted net assets.

Revenue recognition

Contributions are recorded as revenue when received and are generally available for unrestricled
use unless specifically restricted by the donor. Grant funds are considered to be earned when
qualifying expenditures are made and all other grant requirements have been met. Unreimbursed
expenses are recorded as revenue and as grants reccivable when requests for reimbursement arc
submiited to the grantors. Real estate sales are recognized at the time the sale is compleie and title
has transferred to the buyer.
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

Summary of sisnificant accounting policies (continued

(@

(©)

®

(g

(h)

@

@)

Cash and cash equivalenis
All cash-related items having a maturity of three months or less from the original maiurity date
are classificd as cash and cash cquivalents.

Investments

Investments in equity securities with readily determinable fair values are reported at their fair
values in the statements of financial position. Unrealized gains and losses are included in the
change in net assets. Investments with a maturity of onc year or less arc classified as current.

Accounts receivable

Accounts are considered overdue if uncollected within ninety davs of original invoice. The
Organization considers grant receivables to be fully collectible and when a balance becomes
uncolicctible, they arc written off.

An allowance for uncollectible accounts has been maintained for estimated losses resulting from
the inability of its customers to make required pavments. The Organization’s estimate for the
altowance for doubtful accounts is based on a review of the cwirent accounts receivable.
Accounts receivable is presented net of an allowance for doubtful accounts of $123,634 and
$23.858 as of December 31, 2017 and 2016, respectively.

Property and equipment

Property and cquipment arc carried at cost.  Depreciation of property is provided over the
estimated uselul lives of the assets using the straighi-line method. Repairs and maintenance are
expensed as incurred. Expenditures that increase the value or productive capacity of assets are
capitalized. When property and equipment are retired, sold, or otherwise disposed of, the assets
carrying amount and related accumulated depreciation are removed from the accounts and any
gain or loss is included in operations. The estimated uscful lives of depreciable assets are:

Useful Lives

Building 39 vears
Real Estate Held for Rental 39 years
Equipment 5 years
Vehicles S years

Construction in process

Construction in process includes houses owned by the Organization that are in the process of
being rehabilitated and are carried at cost plus construction costs and an overhead allocation. The
property is transferred to real estate held for sale once it is completed and ready to be put on the
market for sale.

Real estate held for sale
Real estate held for sale is carried at cost plus construction costs and an overhead allocation. The
real estate has been acquired to be rehabilitated and sold to qualified homeowners.

Real estate held for rental
Real estate held for rental is carried at cost plus construction costs and an overhead allocation.
The real estate has been acquired lo be rehabilitated and rented to qualified homeowners.

=10-
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

 of sienificant accounting policies {continued

Income taxes
SBP, Inc. is exempt from income taxes under Section 501(¢)(3) of the U.S. Internal Revenuc
Code. SBP, Inc.’s determination letter is as of May 30, 2008.

Toulouse Commercial, Inc. is exempt from income taxes under Section 501{c)3) of the U.S.
Iniernal Revenue Code. Toulouse Commercial, Inc.’s defermination letfer is as of March 27,
2015.

The Organization adopted the provisions of ASC 740, Income Taxes. Management of the
Organization believes it has no material uncertain tax positions and, accordingly it will not
recognize any lability for unrecognized tax benefils. With few exceptions, the Organizalion is
not subject to U.S. federal and state income tax examinations by tax authorities bevond three
years from the filing of those returns.

Functional expenses

The costs of providing the various programs and activities has been summarized on a funciional
basis in the statements of activities. Accordingly, certain costs have been allocated among the
programs and supporting services benefited.

Fundraising
All expenses associated with fundraising events are expensed as incurred.

Use of estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management {o make estimates and assumptions that affect the reporied
amounis of assets and liabilities and disclosure of conlingent assels and liabilities al the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Concentrations of credit risk

Financial instruments that potentially subject the Organization fo concenirations of credit risk
consist principally of cash deposits. Accounts at each institution are insured by the Iederal
Deposit Insurance Corporation (FDIC) up {o cerlain limits. The Organization has not experienced
any losses in such accounts. The Organization has no policy requiring collateral or other security
to support its deposits.

The Organization gencrally requires a deed of trust to support its notes receivable.

Donated services

Donated services are recognized as contributions if the services create or enhance nonfinancial
assets or require specialized skills, are performed by people with those skills, and would
otherwise be purchased by the Organization.

The Organization received volunleer help to renovate homes desiroved by natural disasters. The

estimated value of the coniributed services for the years ended December 31, 2017 and 2016 was
$4,673,000 and $5,516,000, respectively.

=11-
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

olicies {(conlinued

~ of sienificant accountin

Donated property and equipment

Noncash donations are recorded as contributions at their fair value at the date of donations. Such
donations arc reported as increases in unrestricted net asscts unless the donor has restricted the
donated asset to a specific purpose.

Iinancing and loan acquisition costs

Certain costs related to the New Market Tax Credit Financing Commitment have been capitalized
and arc being amortized over the cstimated life of the related note payable. Financing and loan
acquisition costs totaled $808,820 as of December 31, 2017 and 2016, Accumulated amortization
totaled $57,773 and $34,664 as of December 31, 2017 and 2016, respectively.

New accouniing standard

In 2017, the Organization adopted new Financial Accounting Standards Board (FASB) guidance
regarding the presentation on the statement of financial position of the costs of issuance of debt
and related amortization expense in the statement of activities. The new guidance requires
presenting such unamortized costs as a direct deduction from the face amount of the debt (See
Note 12, Long-term debt). Amortization is required o be included with inferest expense in the
statement of activities. Previously, the Organization reflected unamortized debt issuance costs as
deferred loan costs in the statements of financial position, and has retroactively reclassified 2016
amounts to accord with the new debt deduction presentation. The reclassification reduced total
assets and debt at December 31, 2016 by 8774,156 with no effect on net asscts.

Reclassifications
Certain accounts in the prior-year financial statements have been reclassified for comparative
purposes to conform with the presentation in the current-year financial statements.

Property and equipment

Property and equipment is summarized as follows:

2017 2016
Land $ 1.080,000 $ 1,080,000
Building 4,187,464 4,097.967
Equipment 32,232 32.232
Real estate held for rental 950,503 950.503
Vehicles 818,417 675.423
Total costs 7,068,616 6,836,125
Less: accumulated depreciation 617,784 333,250
Property and equipment $ 6,450,832 $ 6,502,875
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

Noles receivable - promissory notes

The Organization has various notes receivable totaling $274,383 and $458,914 in connection with
the sale of various properties as of December 31, 2017 and 2016, respectively. The promissory notes
become due and payable if the borrower fails to occupy the residence for a five or ten year period afier
initial purchase date, fails to maintain homeowner’s and flood insurance during the five or ten vears or
fails to pay property taxes when they become due during the five or ten vear period. There has been no
breach of the promissory noies as of December 31, 2017,

The Organization will reduce the balance on the notes over the next ten vears as outlined in the
notes based on compliance with the terms of the agreement. A total of $184,531 and $72,835 was written
off in 2017 and 2016, respectivelv.,

Notes receivable

SBP, Inc. entered into an agreement on January 16, 2014, as part of a New Markets Tax Credit
Transaction, to lend FNBC NMTC Hybrid Fund, LLC, $2,122,500 in the form of a subordinate loan note.
The outstanding principal as of Dcecember 31, 2017 and 2016 totaled $2,122,500. The note accrucs
interest at a rate of 1.41% and interest is paid quarterly. Interest carned and received on the loan as of
December 31, 2017 and 2016 was $30,000 and $30,000, respectively.

SBP, Inc. enfered into an agreement on Junc 30, 2015, as part of a New Markets Tax Credit
Transaciion, to lend GSNMF SUB-CDE 13, LLC, $4,823,500 in the form of a subordinalte loan note. The
outstanding principal as of December 31, 2017 and 2016 totaled $4,823,500. The note accrues interest at
arate of 2.02% and interest is paid quarterly. Interest carned and received on the loan as of December 31,
2017 and 2016 was $97,500 and $97,500, respectively.

Commitments and contingencies

SBP, Inc. is the guaranior in a New Markets Tax Credit Indemnity Agreement between SBP Real
Estate, Inc. and a bank. Should a recapture event occur, SBP, Inc. could be obligated to pay the recapture
amount according to the agreement.  Management belicves there are no breaches of the agreement as of
December 31, 2017.

SBP, Inc. is a guarantor in a credit agreement between SBP Real Estate, Inc. and a lender. The
nole payable balance at December 31, 2017 and 2016 was $3,000,000.

SBP, Inc. is the guarantor in a New Markets Tax Credit Indemmnity Agreement between Toulouse
Commercial, Inc. and a bank. Should a recapture event occur, SBP, Inc. could be obligaied to pay the
recapture amount according to the agreement. Management believes there are no breaches of the
agreement as of December 31, 2017.

SBP, Inc. is a guarantor in a credit agreement between Toulouse Commercial, Inc. and a lender.
The note pavable balance at December 31, 2017 and 2016 was $7,000,000.

Any breach of the loan agreement between Toulouse Commercial, Inc. and GSNMF SUB-CDE

13, LI.C may require the Organization to pay a recapture amount according to the agreement.
Management believes there are no breaches of the agreement as of December 31, 2017.
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

Toulouse Commercial, Inc. acquired land and started the development of a commercial facility
focated in New Orleans. In order to obtain the land and start development of the building a credit
agreement was exccuted on June 30, 2015 by and among Toulouse Commercial, Inc. and GSNMF SUB-
CDE 13, LLC, a Delaware limited hability company (“Lender”). The loans qualify as a “quality low
income community investment” and generate cerfain tax credits called New Markets Tax Credits
("NMTC”)Y under Section 45D of the Internal Revenue Code. To qualify, Toulouse Commercial must
comply with certain represeniations, warrantics, and covenants, including bul not limited to, maintaining
its’ non-profit status and will continuc to qualify as a qualificd low-income community business.
Toulouse Commercial, Inc. will potentially realize benefits from the New Markets Tax Credit Program of
the Community Development Financial Institution Fund (“CDFI™), a branch of the U.S. Department of
Treasury.

Investments

Investments are carried at fair value and consist of the following at December 31, 2017 and 2016:

2017 2016
Fair Valuc Fair Valuc
Equity securities $ 16,106 $ 26,192
U.S. treasruy securities 1,297,432 -
.S, government bonds 878,821 -
Corporatc bonds 3,764,105 -
T'otal investments $ 5.956,464 S 26,192

A summary of return on investments consists of the following for the vears ended December 31,
2017 and 2016:

2017 2016
Interest and dividends $ 380 $ 45
Net unreahized loss (1,227 -
Total return § (847 A 45
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

9) Granis receivable

SBP, Inc. was awarded various grants through federal, state and other agencics. Most of the
grants are considered to be exchange transactions. Accordingly, revenue is recognized when carned and
expenses are recognized as incurred. Balances due from the grants at year end are included in grants
receivable. Grants receivable for the year ended December 31, 2017 consists of the following:

Federal financial assistance

AmeriCorp national grant from
Corporation for National and Community Service
U.S. Dept. of Housing and Urban
Development - City of New Orleans
U.S. Dept. of Housing and Urban
Development - City of New Orleans
UL.S. Dept. of Housing and Urban
Development - New York
U.S. Dept. of Housing and Urban
Development - City of New Orleans
U.S. Dept. of Housing and Urban
Development - County of Lexington
LS. Dept. of Housing and Urban
Development - City of San Marcos
Total federal financial assistance

Other Grants
The American National Red Cross
Louisiana Housing Corporation ! HRP

Total

Due from grant Due from
at beginning Grant Grant grant at end
of year Receipts Expenditures of vear
§ 219216 $ 1,122880 S 1468569 S 564,905

9,467 539,036 833,337 303,768
61.738 61,738 - -
305,753 808.786 756,605 253,572
366,450 366,450 - -
- - 18,550 18,550

- 157,717 194,433 36,716
962,624 3,056,607 3,271,494 1.177.511
60,000 60,000 - -
70,000 70,000 - -

§ 1092624

$ 2.186,607

$ 3,271,494

$ 1,177511




THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

9) Granis receivable (conlinued

Granis receivable for the year ended December 31, 2016 consists of the following:

Federal financial assistance

AmeriCorp national grant from
Corporation for National and Community Service

UL.S. Dept. of Housing and Urban
Development - Louisiana Ilousing Finance

U.S. Dept. of Housing and Urban
Development - City of New Orleans

UL.S. Dept. of Housing and Urban
Development - City of New Orleans

U.S. Dept. of Housing and Urban
Development - New York

U.S. Dept. of Housing and Urban
Development - City of New Orleans

U.S. Dept. of Housing and Urban
Development - City of New Orleans

U.S. Dept. of Housing and Urban
Development - City of New Orleans
Total federal financial assistance

Other Grants

The American National Red Cross
Louisiana Housing Corporation / HRP
Greater New Orleans Housing Alliance
Neighborhood Revitalization NYC, LI.C

Total

Due from grant Due from
at beginning Grant Grant grant at end
of year Receipts Expenditures of vear
$ 301,506 % 2,809.840 5 2727550 5 219216

35,785 35.785 - -
51,121 203,749 162.095 9.467
56,098 204,527 210,167 61,738
- - 305,753 305,753
356,250 356,250 366,450 366,450
17,199 17,199 - -
13,058 13,058 - -
831,017 3,640,408 3,772,015 962,624
- - 60,000 60,000

85,000 15,000 - 70,000
29,960 29,960 - -
50 50 - -

5 946,027

$ 3,685,418

5 1092624

=-16-



10)

11)

THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

Line of credit

The Organization has a $850,000 unsccured line of credit with a bank for its working capital
needs with a maturity date of September 30, 2018. The interest rate on the line is determined based on the
LIBOR basc rate. The balance at December 31, 2017 and 2016 was 540,000 and $100,000, respectively.,

Granl note pavable

SBP, Inc. was awarded a grant from the New Orleans Redevelopment Authority (“NORA™) to
assist with the development of single familv housing for low income familics. The grant awarded up to
$75,000 of assistance per property and of this total $50,000 per property is payable back to NORA. As of
December 31, 2017 and 2016, SBP, Inc. had a $143,256 and $293,256 payable to NORA, respectively,
recorded in accrued expenses.

Long-term debt
Long-term debt of the Organization at December 31, 2017 and 2016 consists of the following:

2017 201

=2

Note payable to grantor with interest at a rate of 2%, secured by

the assets of the Organization. The note matured in February

2015. The note was forgiven in 2017. <
¢ note was forgiven in g i g 125,000

Notes payable to a bank with interest at a rate of 5.5%. payable

m quarterly interest only payvments through the maturity date

and full principal balance due at maturity. secured by the assets

of the Organization. The note matures July 29, 2022. 1.500.000 1.500.000

Notes pavable to a lender with interest at a rate of 1%, payable

n monthly principal and mterest payments of 510,855 starting

April 10, 2018, secured by the assets of the Organization. The

notes mature June 10, 2030. 1,500,000

Note payable to a bank with interest at a rate of LIBOR plus
2.8%, payable in monthly interest only pavments through the
maturity date and full principal balance duc at maturity, sccurcd
by the assets of the Organization. The note matured February

28, 2017. - 1,500.000
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

12) Long-term debt (conlinued)

2017 2016
Note payable to GSNMF SUB-CDE 13, LLC with interest at a
rate of 1.50%, payable in quarterly interest only pavments
through June 2022 and remaming principal and wnterest due on
maturity date of the loan. secured by the assets of the
Organization. The notes mature in July 2022, § 1,500,000 S 1,500,000
Note payable to GSNMF SUB-CDE 13, LLC with interest at a
rate of 1.50%, payable in quarterly interest only pavments
through June 2022 and quarlerly principal and interest
payments commencing in September 2022, secured by the
assets of the Organization. The notes mature in June 2050. 1,500,000 1,500,000
Note payable to GSNMF SUB-CDE 13, LLC with mterest at a
rate of 1.50%. payable in quarterly interest only payments
through Junc 2022 and quarterly principal and interest
pavments commencing in September 2022, secured by the
assets of the Organization. The notes mature in June 2050. 1,823,500 1,823,500
Note pavable to GSNMF SUB-CDE 13, LLC with interest at a
rate of 1.30%, payable in quarterly interest only payments
through June 2022 and quarterly principal and interest
payments commencing in September 2022, secured by the
assets of the Organization. The notes mature in June 2050. 2,176,500 2,176,500
Total long-term debt 10,000,000 10,125,000
Less current portion 86,853 1,625,000
I.ess unamortized issuance costs 751,047 774,156
Long-term debt, less current portion $ 9,162,100 S 7,725,844
The maturities of long-term debt are as follows:
2018 $ 86,853
2019 116,472
2020 117,658
2021 118,857
2022 3,120,068
Thereafter 6,440,092
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016
13) Restrictions on nel assels

Temporarily restricted net assets are available for the following programs:

2017 2016
AmeriCorp Grant $ 856,062 5 700,728
Disaster Resilienee & Recovery Lab 976,721 512,327
Capital Campaign 82,604 -
Rebuild New York - 72,163
Rebuild West Virginia 50,000 266,779
Rebuild South Carolina - 302,366
Rebuild Baton Rouge 659,027 628.815
Rebuild Texas 11,694,551 -
Rebuild New Orleans 296,827 -
Rebuild New Jersey - 300,522
Total temporarily restricted assets $ 14.615,792 S 2.783,700

14) Operating lcases

SBP, Inc. leases office space for its headquarters and warchouse space from Toulouse
Commercial, Inc. The lease runs through 2050. Total rent expense, which is included in occupancy
expense under the lease was $249,097 and $201,276 for the years ended December 31, 2017 and 2016,
respectively.  The rent expense associated with this lease agreement has been eliminated on the
consolidated statemenis of activities.

Tuture minimum rental payments under the leases are as follows:

2018 $ 271056
2019 279.188
2020 287.564
2021 296,191
2022 305,076
Thereafter 12,966,661

The Organization leases office space for its New York, South Carolina, Baton Rouge, Louisiana
and New Jersey locations. The leases expire at various dates through September 2018, Total rent
expense, which is included in occupancy expense; under the leases was $38,120 and $47,710 for the vears
ended December 31, 2017 and 2016, respeciively.

Tuture minimum rental payments under the leases are as follows:

2018 $ 113,015
2019 81,103

=19-



14)

15)

THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

Operaling leases {continued)

SBP, Inc. sublcascs office space to various other non-profit organizations. The lcascs expire at
various dates through December 2022.

Future minimum rental income under the lcascs are as follows:

2018 § 7479
2019 67.500
2020 68.864
2021 70.229
2022 71,636

Tair value measurement

Financial Accounting Standards Board Accounting Standards Codification 820, Farr Value
Measurements, establishes a framework for measuring fair value. That framework provides a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(level 1 measurements) and the lowesl priorily to unobservable inpuis (level 3 measurements). The three
levels of the fair value hierarchy under FASB ASC 820 are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilitics in active markets.

Tevel 2 Inputs to the valuation methodology include:
Quoted prices for similar assets or labilities in active markets;
e Quoled prices [oridentical or similar assels or Habililies in inactive markels;

¢ Inputs other than quoted prices that are observable for the asset or liability;

¢ Inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

If the asset or liability has a specified (contractual) lerm, the Level 2 inpuf must be
observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s or lability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation techniques used

need to maximize the use of observable inputs and minimize the use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at December 31, 2017 and 2016.
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DV/B/A SBP, INC.

NOTES TO CONSOLIDATED I'INANCIAL STATEMENTS
For the Years Ended December 31, 2017 and 2016

Fair value measurement {continued)

Equity sccuritics and U.S. treasury securitics: Valued at net assct value, which approximates fair

value.

U.S. government bonds and Corporate bonds: Valued at net asset value, which approximates fair

value.

The following table sets forth by level, within the fair value hierarchy, the Organization’s assets

at fair value as of December 31, 2017:

Quoted Prices in
Active Markets Significant Other Significant
Total Fair for Identical Observable Inputs Unobservable
Value Assets  Assets (Tevel 1) (Ievel 2) Inputs (I.evel 3)
Equity securities § 16,106 § 16,106  $ - 8 -
ULS. treasury securities 1,297,432 1,267.432 - -
UL.S. government bonds 878,821 878.821 - -
Corporate bonds 3,764,105 3,764,105 - -
Total £5,956,464  § 5,956,404 8 - $ -

‘The following table sets forth by level, within the fair value hierarchy, the Organization’s assets

at fair value as of December 31, 2016:

Quoted Prices in

Active Markets Significant Other Significant
Total Fawr for Identical Observable Inputs Unobscrvable
Value Assets  Assets (Level 1) (Level 2) Inputs (Level 3)
Equity securities 5 26,192 % 26,192 % 5 -
Total S 26,19 $ 26,192 $ - 5 -

Economic dependence

In 2017, the Organization received approximately 28% of its revenue from federal, state and other
grants and 47% from contributions. Another 14% of the Organization’s revenue was volunteer labor that

was contributed in 2017.

In 2016, the Organization received approximately 34% of its revenue from federal, state and other
grants and 19% from contributions. Another 23% of the Organization’s revenue was volunieer labor that

was contributed in 2016.
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THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO CONSOLIDATED TFINANCIAL STATEMIENTS

For the Years Ended December 31, 2017 and 2016

Supplementary disclosures of cash flows informalion

Cash paid during the year for:

017 2016

Interest S 216,153 B 245,712

The Organization had noncash financing transactions of $1,500,000 relating to the refinancing of
aloanin 2017.

Related party transactions

SBP, Inc. has an economic interest in SBP Real Estate, Inc., it does not have control. Theretors,
its operations of SBP Real Estate, Inc. arc not consolidated in the financial statcments of the
Organization.

SBP, Inc. and SBP Real Lstate, Inc. share a common focus on providing assistance to disaster-
impacted communities through the construction, renovation and promotion of affordable housing.

SBP, Inc. received property management fees from SBP Real Estate, Inc. in the amount of
$38,226 for the year ended December 31, 2017.

SBP, Inc. received properly managemenl fees [rom SBP Real Estaie, Inc. in the amount of
$119,403, and paid $98,878 for the purchase of properties from SBP Real Estate, Inc. for the year
December 31, 2016,

SBP, Inc. had a balance of $702,350 due to SBP Real Lstate, Inc. and a $1,040,242 balance due
from SBP Real Esiale, included in accounis receivable, at December 31, 2017, SBP, Inc. had a balance of
$635,899 due to SBP Real Estate, Inc. and a $956,939 balance due from SBP Real Estate, included in
accounis receivable, at December 31, 2016.

Employee benefit plan

The Organization maintains a 401(k) retirement plan for the benefit of all eligible emplovees,
whereby the emplovees may elect to defer compensation pursuani to a salary reduction agreement. The
Organization contributions a match as described in the plan documents. For the vear ended December 31,
2017, the Organization contributcd $8,444.

Subsequent events

Management has evaluated subsequent events through the date of the auditors’ report, the date
which the financial statements were available to be issucd. There were no material subscquent cvents that
required recognition or additional disclosures in these financial statements.



INDEPENDENT AUDITORS® REPORT ON SUPPLEMENTARY INI'ORMATION

To the Board of Directors
The St. Bernard Project, Inc.
d/b/a SBP, Inc.

New Orleans, Louisiana

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The consolidating statements of financial position and consolidating statements of activities is presented
for purposes of addilional analysis and is not a required parl of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlving accounting and other
records used to prepare the consolidated financial statements. The informaiion has been subjected to the auditing
procedures applied in the audit of the consolidated financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the consolidated financial statements or to the consolidated financial statements themselves, and
other additional procedures in accordance with auditing standards gencrally accepted in the United Siates of
America. In our opinion, the information is fairly stated in all material respects in relation to the consolidaied
financial statements as a whole.

Wegmann Dazet & Company

Junc 12, 2018



THE ST. BERNARD PROIJECT, INC.
D/B/A SBP, INC.
SUPPLEMENTARY INFORMATION - CONSOLIDATING STATEMENT OF FINANCIAL POSITION

ABBETS

Current assets
Cash and cash equivalents
Investments
Accounts receivable
Other receivables
Grants receivable
Construction in process
Real estate held for sale
Due from relaty party
Other current assets

Total current assets

Property and equipment, at cost less accumulated depreciation
Notes receivable - promissory noles
Notes receivable

Deposits

Total assets

LIABILITIES

Current liabilities
Line of credit
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Deferred revenue
Due to related party
Current portion of long-lerm debt
Total current liabilities

Long-term debt. less current portion
Total liabilities

NET ASSETS
Unrestricted
Temporarily restricted

Total net assets

Total liabilities and net assets

December 31,2017
Toulouse Totals Before

Commercial, Consolidating Consolidating Consolidated

SRP, Inc. Inc. Enlriey Entries Totals
$ 10,786,776  § 78,894 8 10,865.670 S - % 10,865,670
5,936,464 - 5,956,464 - 5,936,464
2,345,137 52,645 2,397,782 (52.615) 2,345,137
143196 - 143,196 - 143196
177,511 - 1177511 - 177,511
365,914 - 365,914 - 365,914
879,351 - 879,351 - 879,351
- 32.851 32,851 (32,851) -
413,335 34,049 447,384 - 447,384
22,067.684 198,439 22,266,123 (85,406) 22,180,627
1,394,925 5,908.364 7,303,289 (852,457 6,450,832
274,383 - 274,383 - 274,383
6,946,000 - 6,946,000 - 6,946,000
1,078 6,100 7,175 - 7,475
$ 30.684,067 $ 6,112,903 $ 36,796,970 8 (937953 § 35835%,017
$ 40,000 k3 - 3 40,000 8 - $ 40,000
678.387 - 678,387 (52,645) 625.742
117,653 - 117.653 - 117,653
75,000 - 75,000 - 75,000
735.201 - 735,201 (32,851) 702359
86,853 - 86.853 - 86,853
1.733,094 - 1,733,094 (85,496) 1.647.598
2,013,147 6.248 953 0,162,100 - 9,162,100
4,646,241 6,248,953 10,895,194 (85,4961 10.809,698
11,422.034 (136,050) 11,285,984 (852,457) 10,433.527
14,615,792 - 14,615.792 - 14,615,792
26,037,826 (136.050) 25,901,776 (852,457) 25,049,319
3 30.684,067 8 6,112,903 $ 36,796,970 §  (937,953) § 35839017
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THE ST. BERNARD PROIJECT, INC.
D/B/A SBP, INC.
SUPPLEMENTARY INFORMATION - CONSOLIDATING STATEMENT OF FINANCIAL POSITION

ABBETS

Current assets
Cash and cash equivalents
Investments
Accounts receivable
Other receivables
Grants receivable
Construction in process
Accrued revenue
Real estate held for sale
Due from relaty party
Other current assets

Teotal current assefs

Properly and equipment, at cost less accurmulated depreciation
Notes receivable - promissory notes

Notes receivable

Deposits

Total assets

LIABILITIES

Current liabilities
Line of credit
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Deferred revenue
Due to related party
Current portion of long-term debt
Total current liabilities

Long-term debt, less current portion
Totul liabilities

NET ASSETS
Unrestricted
Temporarily restricted

Totul net ussels

Total liabilities and net assets

December 31,2016
Toulouse Tolals Before
Commercial, Consolidating Consolidating Consolidated
SRP, Inc. Inc. Enlriey Entries Totals

$ 35394853 0§ 187854 § 3782707 8 - % 3782707
26,192 - 26,192 - 26,192
2,527,260 93,180 2,620,410 (93.180) 2,527,260
144.394 - 144,394 - 144.394
1.092,624 - 1.092,624 - 1.092,624
92,905 - 92,905 - 92,905
- 40,819 40,819 (40,819) -
1.842,292 - 1,842,292 - 1.842,292
- 23,139 23,139 (23.139) -
414.298 12,939 427,237 - 427.237
9.734,818 387,931 10.092,749 (157.138) 9.935,611
1,409,531 5,045,801 7,355,332 (852,457) 6,502,875
458,914 - 458,914 - 458,914
6,946,000 - 6,946,000 - 6,946,000
1.478 6,100 575 - 7.578

$ 18,550.738

$ 6309832

$ 24,860,570

$ (1.009,595)

$ 23,830.975

$ 100,000 § - % 100,000 8 - % 100,000
784.608 2,750 787,358 (133,999) 653.359
137,045 - 137,045 - 137,045
193,750 - 193,750 - 193,750
659.038 - 659,038 (23,139) 635.899

1,625,000 - 1,625,000 - 1,625,000
3,499,441 2,750 3,502,191 (157,138) 3,345,053
1,500,000 6,225,811 7.725,814 - 7,725,844
4,999 441 6,228,504 11,228,035 (157,138) 11,070,897
10,767.597 81,238 10,848,835 (852,457 9,996.378
2,783,700 - 2,783,700 - 2,783,700
13,551,207 31,238 13,632,535 (852,457 12,780,078

$ 18,550,738

3 6,309,832

$ 21.860,57G

S (1,609.595)

$ 23,830,973




Revenues
Contributions
Grants
Property management fees
Homeowner funding
Sale of properties
Vendor incentives
Rental income
Other income
Net assets released from restrictions

Total revenues
Expenscs
Program services
Rebuilding

Opportunity housing
Disaster resilience and recovery lab

Supporting services
General and administrative
Fundraising

Total expenses

Change 11 net assets

Net assets
Beginning of year

End of year

THE ST. BERNARD PROJECT, INC.
D/B/A SBP, INC.
SUPPLEMENTARY INFORMATION - CONSOLIDATING STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2017

Toulouse
Commercial, Totals Before
SBP, Inc. SBP, Inc. Tne. Consolidating  Couschidating  Comsolidated
Unrestricted Restricted Unrestricted Fntries HEntries Totals

3 4.279,828 $ 16,185,581 5 - $ 20,465,409 3 (150,000)  $ 20,315,409
2,393,501 7.053,961 - 9,417 162 - 9,417,162
490,707 RE,605 - 579,312 - 579,312

- 1,585,480 - 1,585,480 - 1.585,480

978,800 22,500 - 1,001,300 - 1,001,300
106,572 - - 106,572 - 106,572

- - 249,097 249,097 (249.097) -

210,871 45,682 - 256,553 256,553
13,149,717 (13,149,717 - - - -
21,609,996 11,832,092 249,097 33,691,185 (399,097) 33,292,088
16.462.263 - - 16,462,263 - 16,462,263
1,774,680 - - 1,774,680 - 1,774,680
622,731 - - 622,731 - 622,731
1,657,807 - 466,385 2124192 (399,097) 1,725,095
438,078 - - 438,078 - 438,078
20,955,559 - 466,385 21,421,944 (399.097) 21.022.847
654,437 11,832,002 (217,288) 12,269,241 - 12,269,241
10,767,597 2,783,700 81,238 13,632,535 (852,457) 12,780,078

$ 11,422,034

3 (136,050)

$ 25.901.776

$ 25049319
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THE ST. BERNARD PROJECT, INC.

D/B/A SBP, INC.

SUPPLEMENTARY INFORMATION - CONSOLIDATING STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2016

Revenues
Contributions
Grants
Property management fees
Homeowner funding
Sale of properties
Vendor incentives
Rental income
Other income
Net assets released from restrictions

Total revenues

Expenscs
Program services
Rebuilding
Opportunity housing
Veteran good work good pay
Disaster resihience and recovery lab

Supporting services
General and admirmstrative
Fundraising

Total expenses

Change in net assets

Nel assels

Beginmug of year

End of year

Toulouse
Commercial, Totals Before

SBP, Inc. SBP, Inc. Tne. Consolidating  Couschidating  Comsolidated

Unrestricted Restricted Unrestricted Entries Entries Totals
$ 35,259.110 $ 4,607,993 % - $ 9.867.103 b - $ 9867103
4,907,013 3,152,498 - 8.059,511 - 8,059,511
982825 - - 982,825 - 982825
- 1,845,841 - 1,845,841 - 1.845,84]
1,616,400 - - 1,616,400 - 1,616,400
107,725 18 - 107,743 - 107,743
- - 201,276 201,276 (201.2763 -
1,041,451 148 - 1,041,599 (639,343) 402,256
9,155,998 (9,155,998) - - - -
23,070,522 450,500 201,276 23,722 298 (840,619) 22.881.679
15.796.487 - - 15,796,487 (124.034Y 15,672,453
2,695,729 - - 2,695,729 - 2,695729
5172 - - 5,172 - 5172
810,319 - 810,319 - {10,319
1,121,494 - 263,288 1,384,782 (77,242 1,307,540
373,689 - - 373,689 - 373,689
20,802,890 - 263.288 21,066,178 (201,276) 20,864,902
2,267,632 450.500 (62.012) 2,656,120 {639,343) 2016777
8,499,965 2,333,200 143,250 10,076,415 (213,114 10,763,301
S 10,767,597 $ 2783700 § 81,238 3 13.632.535 S (852457 S 12.780.078



Aunto

Bad debtl expense
Bunk service charges
Construction
Depreciation
Donations

Tmployee benefits
Fundraising

Grants awarded
Information technology
Tnsurance

Interest expense
In-kind labor

Licenses arxd pernils
Marketing

Gffice supplies

Other expense
Cecnupancy

Payroll taxes

Postage and delivery
Program expense
Protessional services
Repairs and maintenance
Salaries

Serninurs

‘Travel

Workers comp insurance

Total expenses

THE ST, BERNARD PROJECT, INC.
SUPPLEMENTARY INFORMATION - CONSOLIDATING STATEMENT OF FUNCTIONATL EXPENSES

For the Year Ended December 31. 2017

Touwlouse
Cormmercial,
SBP, lnc. Inc.
Program Services
Disaster Totals Before
Opportunity Resilience and General & General & Consolidating  Censolidating Conselidated
Rebuilding Housing Recovery Lab Fundraising Administrative  Administrative Entries Yntries ‘T'otals
$ 7206 % - 8 -8 -3 413 % -8 7610 % - % 7,619
61,667 172,231 . . - . 233 808 - 233,898
15479 75 750 5410 2,358 - 24,072 - 24,072
6,179.215 1,471,143 - - 79,461 - 7720822 - 7.729,822
135,785 22,182 1,232 - - 126,934 286,133 - 286,133
- - - - - 150,000 150.000 (150,600) -
- - - - 8 444 - 8,444 - 8,444
- - - 29,960 - - 29,960 - 29960
456,220 - 4559 45,400 - - 506,179 - 506,179
8,039 - - - 5.674 - 13,713 - 13,713
1.231.946 27.965 20,129 (4.530) 21.388 46,268 1343366 - 1.343,366
93,373 10,644 - - 14.806 128,120 246,945 - 246,945
4279339 - . . - . 4279339 - 4,279.330
69,326 23,015 2,519 17,283 2,172 - 115,215 - 115215
75,137 100 50,194 217 Q0 - 125,738 - 128,738
37,241 560 7,877 3,013 3.408 - 52,099 - 52,099
237.317 7,562 3,675 2.563 1,054 - 25217 - 252,171
163,985 - - - 266,739 13,070 443,754 249.097) 194,697
233,332 2,915 32.814 14,394 77,874 - 361,329 - 361.329
18,152 7 - 2,260 729 - 21,157 - 21,157
- - 4.807 - - - 4,807 - 4.807
225,684 1.029 087 61.737 164.913 - 460,420 - 460,420
7127 - - - 13.493 1,993 22,613 - 22,613
2.498.853 33477 439,742 238,100 930,484 - 4.140.636 - 4.140,656
36,624 - - 21 568 - 37,213 - 37.213
261,188 116 45,681 21,507 38,651 - 367,140 - 367,140
130,029 759 1,695 34 24,885 - 158,102 - 158,102
$ 16,462,263 $ L,774.680 0§ 622,731 §  438.078 $ 1657807 & 466,385 § 21.421.944 $ 399097y  § 2).022,847

)
228



THE 3T, BERNARD PROJECT. INC.

STUPPLEMENTARY INFORMATION - CONSOQLIDATING STATEMENT OF FUNCTIONATL EXPENSES

For the Year Hnded Decemnber 31, 2016

Toulouse
Comnercial,
SBP, Inc. Inc.
Program Services
Disaster Totals Before
Opportunity Resilience and General & General & Consolidating  Consolidating Consolidated
Rebuilding Housing Veteran Recovery Lab Fundraising Administrative  Adrninistrative Yntries Hntries Totals

Aunto $ 32,603 $ - $ g 3 - b - $ 925 25 $ 33,553 $ - $ 33,553
Bad debtl expense - 76,285 - - 1,000 - - 77,285 - 77,288
Bunk service charges 2,679 - - 77 TR 3,649 20 7,162 - 162
Construction 5,615.947 2,364,816 4,784 - - 50,873 - 8,036,420 (9,390 §,027.030
Depreciation 107,447 22,182 - 1,232 - - 84,623 215.484 - 215,484
Dues and subscriptions 570 - - - - - 15 585 - 585
TFundraising - - - - 43,331 - - 43,331 - 43331
Grants awarded 311,228 - - - - - - 311,228 311,228
Information technology 3,462 - - - - 19,976 - 23,438 - 23,438
Insurance 838,610 61.494 - 34,420 8.864 163,705 22,154 1,128,247 - 1,129,247
Tnterest expense 14,828 10,147 - - - - 128120 153,098 - 153,095
In-kind labor 5.515,652 - - - - - - 5,515.652 - 5.515,652
Licenses and perrnits 157,123 61,775 - Q46 10,114 3,726 - 233,684 - 233,684
Maurketing - - - - 3,105 435 - 3,540 - 3,540
Office supplies gL 77 - 12,943 828 4,894 - 19,731 - 19,731
Other expense 53,077 - - 5,285 323 43,0668 (9,390) 92,303 9,390 161,753
Occupancy 192,899 - - 8.123 101 115,012 11600 328,035 (201,276) 126.759
Pavroll taxes 235,572 8.673 388 36,750 13.662 6,026 - 301,071 - 301,071
Postage and delivery 13,873 68 - - 673 1.642 - 16,256 - 16,256
Program expense - - - 1,450 - - - 1,450 - 1,450
Professional services 245,656 6,268 - 22,443 70,879 131.321 2,758 479,322 - 479,322
Property tax 5778 - - - - - 23.193 28,974 28.971
Repairs and maintenance 1,799 - - - - T 173 2.747 2,747
Salaries 2.142.655 83.692 - 530.830 204.250 566,658 - 3,529,085 - 3.529.085
Serninary 8,196 50 - - - 66 - 8,312 - 8,312
‘Travel 111,968 202 - 185,238 15,641 8114 - 291,163 - 291,163
Workers comp insurance 182,876 - - 282 181 28 - 183,968 - 183,968
Total expenses § 15796487 $ 2695729 3 5,172 $§ 810319 $ 373689 0§ 112149 $ 263288 $20L,066178 § (201,276 § 20.864.902
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UNIFORM GUIDANCE COMPLIANCE AND
GOVERNMENT AUDITING STANDARD REPORTS



JON S. FOLSE JONATHAN P. KOENIG
Lisa D. ENGLADE * JOHN D. WHITE
KERNEY F. CRAFT, JR. VALERIE L. LOWRY

WEGMANN DAZET & COMPANY

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
The St. Bernard Project, Inc.
d/b/a SBP, Inc.

New Orleans, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the consolidated financial statements of SBP, Inc. (the Organization), which comprise
the consolidated statement of financial position as of December 31, 2017, and the related consolidated statements of
activities, functional expenses, and cash flows for the year then ended, and the related notes to the consolidated
financial statements, and have issued our report thereon dated June 12, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered SBP, Inc.’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of SBP, Inc.’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given
these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether SBP, Inc.’s consolidated financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,

WEGMANN DAZET & COMPANY | A PROFESSIONAL CORPORATION | CERTIFIED PUBLIC ACCOUNTANTS
MEMBERS: AICPA PRIVATE COMPANIES PRACTICE SECTION | AN INDEPENDENT MEMBER OF THE BDO SEIDMAN ALLIANCE
NEW ORLEANS OFFICE | 111 VETERANS BLVD. | SUITE 800 | METAIRIE | LA 70005
NORTHSHORE OFFICE | 109 NEW CAMELLIA BLVD. | SUITE 106 | COVINGTON | LA 70433
[504]1 837-8844 | FAX [504] 837-0856 | WWW.WDCO.BIZ
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and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose. Under Louisiana Revised Statue 24:513, this report is distributed by the Legislative
Auditor as a public document.

WW%J*C‘“’G“%

Metairie, Louisiana
June 12, 2018
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JON S. FOLSE JONATHAN P. KOENIG
LiIsSA D. ENGLADE * JOHN D. WHITE
KERNEY F. CRAFT, JR. VALERIE L. LOWRY

WEGMANN DAZET & COMPANY

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY UNIFORM GUIDANCE

To the Board of Directors
The St. Bernard Project, Inc.
d/b/a SBP, Inc.

New Orleans, Louisiana

Report on Compliance for Each Major Federal Program

We have audited SBP, Inc.’s compliance with the types of compliance requirements described in the OMB
Compliance Supplement that could have a direct and material effect on each of SBP, Inc.’s major federal programs
for the year ended December 31, 2017. SBP, Inc.’s major federal programs are identified in the summary of
auditors’ results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of SBP, Inc.’s major federal programs based on
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards
and the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about SBP,
Inc.’s compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of SBP, Inc.’s compliance.

Opinion on Each Major Federal Program

In our opinion, SBP, Inc. complied, in all material respects, with the types of compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended
December 31, 2017.

WEGMANN DAZET & COMPANY | A PROFESSIONAL CORPORATION | CERTIFIED PUBLIC ACCOUNTANTS
MEMBERS: AICPA PRIVATE COMPANIES PRACTICE SECTION | AN INDEPENDENT MEMBER OF THE BDO SEIDMAN ALLIANCE
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Report on Internal Control over Compliance

Management of SBP, Inc. is responsible for establishing and maintaining effective internal control over compliance
with the types of compliance requirements referred to above. In planning and performing our audit of compliance,
we considered SBP, Inc.’s internal control over compliance with the types of requirements that could have a direct
and material effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program and to test
and report on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of SBP, Inc.’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis.
A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance with a type of compliance requirement of a federal program that is less severe than
a material weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose. Under Louisiana Revised Statue 24:513, this report is
distributed by the Legislative Auditor as a public document.

Metairie, Louisiana
June 12, 2018 wWM%QI\j *Cﬁ'\'\.u»m\*a,



THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
SCITEDULL OF EXPENDITURES O FEDERAL AWARDS

For the Year Ended December 31, 2017

CFDA
Number
Federal Grantor/Program Title
Corporation for National and Community Service
ARRA — AmeriCorp Grant 94.006
U.S. Depariment of Housing and Urban Development
Passed through the City of San Marcos
Community Development Block Grant 14.218
Passed through the County of Lexington
Community Development Block Grant 14.218
Passed through the Iousing Trust I'und Corporation
Community Development Block Grant 14.239
Passcd through the City of Noew Orlcans
HOME Investment Partnerships Act 14.239
Total Expenditures of Federal Awards
See accompanying notes Lo Schedule of Expendilures of Federal Awards.

-34-

Federal
Expenditures

$1,468,569

194,433

18,550

756,605

833.337

$3.271.494



Nole 1

Note 2

Note 3

Note 4

THE ST. BERNARD PROJECT, INC.
DV/B/A SBP, INC.
NOTES TO TIHE SCIIEDULE OF EXPENDITURLES OF T'EDERAL AWARDS

For the Year Ended December 31, 2017

General

The accompanying Schedule of Expenditures of Federal Awards presenis the activily of all federal
award programs of SBP, Inc. The reporling entity is defined in Note 1 o SBP, Inc.’s consolidated
financial statements. All federal award programs received directly from federal agencies, as well as
federal awards passed through other government agencies, are included on the schedule.

Basis of accounting

The accompanying Schedule of Expenditures of Federal Awards is presenied on the accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements of 7Title
2 U8 Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles.
and Audit Reguirements for Fedeval Awards (Uniform Guidance.) Therefore, some amounts presented
in this schedule mav differ from amounts presented in, or used in the preparation of the basic financial
statcments. SBD, Inc. has not applicd for its own indircct cost rate.

Risk-based audit approach
The dollar threshold used to distinguish between Type A and Type B programs is $750,000. The
Organization does qualify as a low-risk auditee.

Possible ineligible. disallowed and questioned costs
SBP, Inc. is subject to audit(s) and investigation(s) by state and federal agencies or their designees for
compliance with contractual and programmatic requirements with regard fo funding provided to SBP,
Inc. The determination of whether any instances of noncompliance that will ultimately result in
remillance by SBP, Inc. of anv ineligible or disallowed costs cannot be presently determined.




THE ST. BERNARD PROJECT, INC.
D/B/A SBP, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2017

We have audited the basic consolidated financial statements of SBP, Inc. as of and for the year ended December
31, 2017, and have issued our report thereon dated June 12, 2018. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Our
audit of the consolidated financial statements as of December 31, 2017 resulted in an unmodified opinion.

SUMMARY OF THE AUDITORS’ RESULTS

1.

9.

10.

Type of report issued on the consolidated financial statements: Unmodified Opinion.

Significant deficiencies in internal control were disclosed by the audit of the
financial statements: No. Material weaknesses: No.

Noncompliance which is material to the consolidated financial statements: No.
Significant deficiencies in internal control over major programs: No. Material weaknesses: No.

Type of report issued on compliance for major programs: Unmodified Opinion.

Any audit findings which are required to be reported under Section 501(a) of Circular A-133 or in
accordance with 2CFR 200.516(a): No.

Major programs for the fiscal year ended December 31, 2017 were:
U.S. Department of Housing and Urban Development
Community Development Block Grant (CFDA #14.239)
HOME Investment Partnership Act (CFDA #14.239)
Dollar threshold used to distinguish between Type A and Type B programs: $750,000.
Auditee qualified as a low-risk auditee under Uniform Guidance: Yes.

A management letter was issued: No.

SCHEDULE OF FINDINGS RELATED TO THE CONSOLIDATED FINANCIAL STATEMENTS

There were no findings related to the consolidated financial statements for the year ended December
31, 2017.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS RELATED TO FEDERAL AWARDS

There were no items identified in the course of our testing during the current year required to be
reported.
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THE ST. BERNARD PROJECT, INC.
D/B/A SBP, INC.
SUMMARY OF COMPENSATION, BENLETITS, AND OTIIER
PAYMENTS TO AGENCY HEADS
For the Year Ended December 31, 2017

SEMMARY OF COMPENSATION

Zack Rosenburg
CEO & Co-Founder

*No agency head expenses were derived [rom stale and/or local assislance.
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THE ST. BERNARD PROJECT, INC.
D/B/A SBP, INC.

STATEWIDE AGREED-UPON PROCEDURES

FOR THE YEAR ENDED DECEMBER 31, 2017



JON S. FOLSE JONATHAN P. KOENIG
LisA D. ENGLADE JOHN D. WHITE
KERNEY F. CRAFT, JR. VALERIE L. LOWRY

WEGMANN DAZET & COMPANY

INDEPENDENT ACCOUNTANTS” REPORT
ON APPLYING AGREED-UPON PROCEDURES

To the Board of Directors of The St. Bernard Project, Inc.
d/b/a SBP, Inc.

and the Louisiana Legislative Auditor:

We have performed the procedures enumerated below, which were agreed to by The St. Bernard
Project, Inc. d/b/a SBP, Inc. (Entity) and the Louisiana Legislative Auditor (LLA) on the control
and compliance (C/C) areas identified in the LL.A’s Statewide Agreed-Upon Procedures (SAUPs)
for the fiscal period January 1, 2017 through December 31, 2017. The Entity’s management is
responsible for those C/C areas identified in the SAUPs.

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants and applicable standards of
Government Auditing Standards. The sufficiency of these procedures is solely the responsibility
of the specified users of this report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been
requested or for any other purpose.

The procedures and associated findings are as follows:

Written Policies and Procedures

1. Obtain the entity’s written policies and procedures and report whether those written policies
and procedures address each of the following financial/business functions (or report that the
entity does not have any written policies and procedures), as applicable:

a) Budgeting, including preparing, adopting, monitoring, and amending the budget
We performed the procedures noted above and noted no exceptions.

b) Purchasing, including (1) how purchases are initiated; (2) how vendors are added to the
vendor list; (3) the preparation and approval process of purchase requisitions and purchase
orders; (4) controls to ensure compliance with the public bid law; and (5) documentation
required to be maintained for all bids and price quotes.

We performed the procedures noted above and noted no exceptions.
c) Disbursements, including processing, reviewing, and approving

We performed the procedures noted above and noted no exceptions.
d) Receipts, including receiving, recording, and preparing deposits

We performed the procedures noted above and noted no exceptions.
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g)

h)

Payroll/Personnel, including (1) payroll processing, and (2) reviewing and approving time
and attendance records, including leave and overtime worked.

We performed the procedures noted above and noted no exceptions.

Contracting, including (1) types of services requiring written contracts, (2) standard terms
and conditions, (3) legal review, (4) approval process, and (5) monitoring process

We performed the procedures noted above and noted no exceptions.

Credit Cards (and debit cards, fuel cards, P-Cards, if applicable), including (1) how cards
are to be controlled, (2) allowable business uses, (3) documentation requirements, (4)
required approvers, and (5) monitoring card usage

We performed the procedures noted above and noted no exceptions.

Travel and expense reimbursement, including (1) allowable expenses, (2) dollar
thresholds by category of expense, (3) documentation requirements, and (4) required
approvers

We performed the procedures noted above and noted no exceptions.

Board (or Finance Committee, if applicable)

2. Obtain and review the board/committee minutes for the fiscal period, and:

a)

b)

Report whether the managing board met (with a quorum) at least monthly, or on a
frequency in accordance with the board’s enabling legislation, charter, or other equivalent
document.

We performed the procedures noted above and noted meetings are held three times a year
and not monthly.

Report whether the minutes referenced or included monthly budget-to-actual comparisons
on the General Fund and any additional funds identified as major funds in the entity’s prior
audit (GAAP-basis).

» If the budget-to-actual comparisons show that management was deficit spending during
the fiscal period, report whether there is a formal/written plan to eliminate the deficit
spending for those entities with a fund balance deficit. If there is a formal/written plan,
report whether the meeting minutes for at least one board meeting during the fiscal
period reflect that the board is monitoring the plan.

We performed the procedures noted above and noted that the budget to actuals reports
were reviewed by the finance committee and not the board and the finance committee
reports to the board.

Report whether the minutes referenced or included non-budgetary financial information
(e.g. approval of contracts and disbursements) for at least one meeting during the fiscal
period.



We performed the procedures noted above and noted no exceptions.
Management Response:

2 a) Board Meetings: Per the Organizations Bylaws, regular meetings may be held at such
place and time as may be fixed by the Board of Directors. The Orgamization is m
compliance with bylaws and 1s currently meeting three times a vear.

The Organization also has a Finance Cominittee that meets every other month and reports
to the board.

2 b) Budget to Actuals: Budget to actuals are reviewed by the linance commuttee and the
finance commuittee reports to the board.

Bank Reconciliations

3. Obtain a listing of client bank accounts from management and management’s representation
that the listing is complete.

We performed the procedures noted above and noted no exceptions.

4. Using the listing provided by management, select all of the entity’s bank accounts (if five
accounts or less) or one-third of the bank accounts on a three year rotating basis (1 more than
5 accounts). If there is a change n practitioners, the new practitioner is not bound to follow
the rotation established by the previous practitioner. Note: School studeni activity fund
accounts may be excluded from selection if they are otherwise addressed in a separate audit
or AUP engagement. For each of the bank accounts selected, obtain bank statements and
reconciliations for all months in the fiscal period and report whether:

a) Bank reconciliations have been prepared;
We performed the procedures noted above and noted no exceptions.

b} Bank reconciliations include evidence that a member of management or a board member
(with no mvolvement 1 the transactions associated with the bank account) has reviewed
each bank reconciliation; and

We performed the procedures noted above and noted no exceptions.

c) I applicable, management has documentation reflecting that it has researched reconciling
items that have been outstanding for more than 6 months as of the end of the fiscal period.

We performed the procedures noted above and noted no exceptions.

Collections

5. Obtain a hsting of cash/check/money order (cash) collection locations and management’s
representation that the listing 1s complete.

We performed the procedures noted above and noted no exceptions.
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6.

Using the listing provided by management, select all of the entity’s cash collection locations
(if five locations or less) or one-third of the collection locations on a three year rotating basis
(if more than 5 locations). If there is a change in practitioners, the new practitioner is not
bound to follow the rotation established by the previous practitioner. Note: School student
activity funds may be excluded from selection if they are otherwise addressed in a separate
andit or AUP engagement. For each cash collection location selected:

ay Obtain existing written documentation (e.g. msurance policy, policy manual, job
description) and report whether each person responsible for collecting cash is (1} bonded,
(2) not responsible for depositing the cash in the bank, recording the related transaction, or
reconciling the related bank account (report if there are comipensating controls performed
by an outside party), and (3) not required to share the same cash register or drawer with
another emplovee.

We performed procedures noted above and noted that individual emplovees are not bonded
however the company has a dishonesty policy in place.

b) Obtain existing written documentation (e.g. sequentially numbered receipts. system report,
reconciliation worksheets, policy manual) and report whether the entity has a formal
process to reconcile cash collections to the general ledger and/or subsidiary ledgers, by
revenue source and/or agency fund additions, by a person who is not responsible for cash
collections i the cash collection location selected.

We performed the procedures noted above and noted no exceptions.

¢) Select the highest (dollar) week of cash collections from the general ledger or other
accounting records during the fiscal period and:

» Using entity collection documentation, deposit slips, and bank statements, trace daily
collections to the deposit date on the corresponding bank statement and report whether
the deposits were made within one day of collection. I deposits were not made within
one day of collection. report the number of days from receipt to deposit for each day
at each collection location.

We performed the procedures noted above and noted in some cases we were unable to
determine the timing of the deposits.

» Using sequentially numbered receipts, system reports, or other related collection
documentation, verify that daily cash collections are completely supported by
documentation and report any exceptions.

We performed the procedures noted above and noted no exceptions.

Obtain cxisting written documentation (e.g. policy manual, written procedure) and report
whether the entity has a process specifically defined (identified as such by the entity) to
determine completeness of all collections, including electronic transfers. for each revenue
source and agency fund additions (e.g. periodic confirmation with outside parties,
reconciliation to utility billing after cutoff procedures, reconciliation of traffic ticket number
sequences, ageney fund forfeiture monies confirmation) by a person who is not responsible for
collections.

We performed the procedures noted above and noted no exceptions.
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Management Response:

6 a) Cash Collections: SBP., Inc. employees are not individually bonded. but the
Organization does have an emplovee theft policy with a limit of 51,000,000.

6 ¢) Cash Collections: For the period tested. the Organization did not have a policy in
place to determine if deposits were made within one day of collection. Processes are now
in place where checks will be stamped with the date they were received in order to
determine the timing of deposits. Check deposits are deposited to the bank using the
automated check scanners. Any checks that are not scanned and deposited the day recetved
are kept mn a locked sale where only the controller and CFO have access o the safe. The
organization very rarely receives cash for deposit.

Disbursements — General (excluding credit card/debit card/fuel card/P-Card purchases or
payments)

8.

Obtan a listing of entity disbursements from management or. alternately. obtain the general
ledger and sort/filter for entity disbursements. Obtain management’s representation that the
listing or general ledger population is complete.

We performed the procedures noted above and noted no exceptions.

Using the disbursement population from #8 above, randomly select 25 disbursements (or
randomly select disbursements constituting at least one-third of the dollar disbursement
population if the entity had less than 25 transactions during the fiscal period), excluding credit
card/debit card/fuel card/P-card purchases or payments. Obtain supporting documentation
{e.g. purchase requisitions, systemn screens/logs) for each transaction and report whether the
supporting documentation for each transaction demonstrated that:

a) Purchases were mitiated using a requisition/purchase order system or an equivalent
electronic svstem that separates initiation from approval functions in the same manner as a
requisition/purchase order system.

We performed the procedures noted above and noted the [ollowing:
Nomne of the items tested were initiated using a requisition/purchase order system or
an equivalent electronic system and written policies and procedures do not require
such documentation.

b) Purchase orders, or an electronic equivalent, were approved by a person who did not inttiate
the purchase.

We performed the procedures noted above and noted the [ollowing:

Nomne of the items tested were initiated using a requisition/purchase order system or
an equivalent electronic system and written policies and procedures do not require
such documentation.



¢) Payments for purchases were not processed without (1) an approved requisition and/or
purchase order, or electronic equivalent; a receiving report showing receipt of goods
purchased, or electronic equivalent; and an approved mvoice.

We performed the procedures noted above and noted the following:

None of the items tested had a receiving report. None of the items tested were
mnitiated using a requisition/purchase order system or obtain receiving reports and
procedures do not require such documentation.

10. Using entity documentation {e.g. electronic system control documentation, policy manual,
written procedure), report whether the person responsible for processing payments is
prohibited from adding vendors to the entity’s purchasing/disbursement systen.

We performed the procedures noted above and noted no exceptions.

11. Using entity documentation {(e.g. electronic system control documentation, policy manual,
wrilten procedure), report whether the persons with signatory authority or who make the final
authorization for disbursements have no responsibility for initiating or recording purchases.

We performed the procedures noted above and noted no exceptions.

12. Inquire of management and observe whether the supply of unused checks is maintained in a
locked location, with access restricted to those persons that do not have signatory authority,
and report any exceptions. Alternately, if the checks are electronically printed on blank check
stock, review entity documentation (electronic system control documentation) and report
whether the persons with signatory authority have system access to print checks.

We performed the procedures noted above and noted no exceptions.

13. If a signature stamp or signature machine 1s used. mquire of the signer whether his or her
signature 1s maintained under his or her control or 1s used only with the knowledge and consent
of the signer. Inquire of the signer whether signed checks are likewise maintained under the
control of the signer or authorized user until mailed. Report any exceptions.

We performed the procedures noted above and noted no exceptions.
Management Response:
9 a) Disbursements: None of the ilems tested were mitiated using a requisition/purchase order

system or an equivalent electronic system and written policies and procedures do not require such
documentation. Procedures are in place where purchases are approved as follows:

Managers approve disbursements based on budgets created for the operation or the
department within the operation. Managers create the budget and as expenses are realized,
Managers compare the expenditure against budget and approve the expense. Purchase
orders are used 1n some aspects of construction. Pre-approval is required on costs such as
cquipment purchases, travel costs and some operational costs over a certain threshold.
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9 b) Disbursements: None of the items tested were initiated using a requisition/purchase order
system or an equivalent electronic system and written policies and procedures do not require such
documentation. Procedures are in place where purchases are approved as follows:

Managers approve disbursements based on budgets created for the operation or the
department within the operation. Managers create the budget and as expenses are realized,
Managers compare the expenditure against budget and approve the expense. Purchase
orders are used in some aspects of construction. Pre-approval is required on costs such as
equipment purchases, travel costs and some operational costs over a certain threshold.

9 ¢) Disbursements: Purchase orders and receiving reports are currently not used and procedures
do not require such documentation. Procedures are in place where purchases are approved as
follows:

All invoices are approve by Managers prior to entering invoices into the accounting

system. The Accounting Administrator ensures proper approval and pre-approval, if
applicable, is obtained and enters invoices into the accounting system.

Credit Cards/Debit Cards/Fuel Cards/P-Cards

14. Obtain from management a listing of all active credit cards, bank debit cards, fuel cards, and
P-cards (cards), including the card numbers and the names of the persons who maintained
possession of the cards. Obtain management’s representation that the listing is complete.

We performed the procedures noted above and noted no exceptions.

15. Using the listing prepared by management, randomly select 10 cards (or at least one-third of
the cards if the entity has less than 10 cards) that were used during the fiscal period, rotating
cards each year. Ifthere is a change in practitioners, the new practitioner is not bound to follow
the rotation established by the previous practitioner.

We performed the procedures noted above and noted no exceptions.

Obtain the monthly statements, or combined statements if multiple cards are on one statement,
for the selected cards. Select the monthly statement or combined statement with the largest
dollar activity for each card (for a debit card, select the monthly bank statement with the largest
dollar amount of debit card purchases) and:

a) Report whether there is evidence that the monthly statement or combined statement and
supporting documentation was reviewed and approved, in writing, by someone other than
the authorized card holder. [Note: Requiring such approval may constrain the legal
authority of certain public officials (e.g., mayor of a Lawrason Act municipality); these
instances should not be reported.)]



We performed the procedures noted above and noted no evidence of review and approval
was noted on the credit card statements selected for testing,

b) Report whether finance charges and/or late fees were assessed on the selected statements.

We performed the procedures noted above and noted no finance charges or late fees
assessed on the selected statement.

16. Using the monthly statements or combined statements selected under 15 above, obtain
supporting documentation for all transactions for each of the 10 cards selected (1.e. each of the
10 cards should have one month of transactions subject to testing).

a) For each transaction, report whether the transaction is supported by:
» An original itemized receipt (i.¢., identifies precisely what was purchased)
We performed the procedures noted above and noted no exceptions.

» Documentation of the business/public purpose. For meal charges, there should also
be documentation of the individuals participating.

We performed the procedures noted above and noted no exceptions.

v

Other documentation that may be required by written policy (e.g., purchase order,
written authorization.)

We performed the procedures noted above and noted no exceptions.

b) For each transaction, compare the transaction’s detail (nature of purchase, dollar amount
of purchase, supporting documentation) to the entity’s writien purchasing/disbursement
policies and the Louisiana Public Bid Law (i.e. transaction is a large or recurring purchase
requiring the solicitation of bids or quotes) and report any exceptions.

We performed the procedures noted above and noted no exceptions.

¢) For cach transaction, compare the entity’s documentation of the business/public purpose
to the requirements of Article 7, Section 14 of the Louisiana Constitution, which prohibits
the loan, pledge, or donation of funds, credit. property, or things of value, and report any
exceptions (e.g. cash advances or non-business purchases. regardless whether they are
reimbursed). If the nature of the transaction precludes or obscures a comparison to the
requirements of Article 7, Section 14, the practitioner should report the transaction as an
exception.

We performed the procedures noted above and noted no exceptions.

Management Response:

15 a) Credit Cards: No evidence of review and approval was noted on the credit card
statements selected for testing.  The Organization reviews and approves the credit card
statements during the check signing process. The signing of the check 1s the approval of
the statement. Procedures will be implemented by the Organization that require the actual
approval to be noted on the credit card statement



Travel and Expense Reimbursement

17.

18.

19.

Obtain from management a listing of all travel and related expense reimbursements, by person,
during the fiscal period or, alternately, obtain the general ledger and sort/filter for travel
reimbursements. Obtain management’s representation that the listing or general ledger is
complete.

We performed the procedures noted above and noted no exceptions.

Obtain the entity’s written policies related to travel and expense reimbursements. Compare
the amounts in the policies to the per diem and mileage rates established by the U.S. General
Services Administration (www.gsa.gov) and report any amounts that exceed GSA rates.

We performed the procedures noted above and noted no exceptions.

Using the listing or general ledger from #17 above, select the three persons who incurred the

most travel costs during the fiscal period. Obtain the expense reimbursement reports or prepaid

expense documentation of each selected person, including the supporting documentation, and
choose the largest travel expense for each person to review in detail. For each of the three
travel expenses selected:

a) Compare expense documentation to written policies and report whether each expense was
reimbursed or prepaid in accordance with written policy (e.g., rates established for meals,
mileage, lodging). If the entity does not have written policies, compare to the GSA rates
(#18 above) and report each reimbursement that exceeded those rates.

We performed the procedures noted above and noted no exceptions.

b) Report whether each expense is supported by:

» An original itemized receipt that identifies precisely what was purchased. [Note: An
expense that is reimbursed based on an established per diem amount (e.g., meals) does
not require a receipt. |

» Documentation of the business/public purpose (Note: For meal charges, there should
also be documentation of the individuals participating).

» Other documentation as may be required by written policy (e.g., authorization for
travel, conference brochure, certificate of attendance)

We performed the procedures noted above and noted no exceptions.

c) Compare the entity’s documentation of the business/public purpose to the requirements of
Article 7, Section 14 of the Louisiana Constitution, which prohibits the loan, pledge, or
donation of funds, credit, property, or things of value, and report any exceptions (e.g. hotel
stays that extend beyond conference periods or payment for the travel expenses of a
spouse). If the nature of the transaction precludes or obscures a comparison to the



dy

requirements of Article 7, Section 14, the practitioner should report the transaction as an
exceplion.

We performed the procedures noted above and noted no exceptions.

Report whether each expense and related documentation was reviewed and approved, in
writing, by someone other than the person receiving reimbursement.

We performed the procedures noted above and noted no exceptions.

Contracts

20. Obtain a listing of all contracts in effect during the fiscal period or, alternately, obtain the
general ledger and sort/filter for contract payments. Obtain management’s representation that
the listing or general ledger is complete.

21

We performed the procedures noted above and noted no exceptions.

Using the listing above. sclect the five contract “vendors™ that were paid the most moncy
during the fiscal period (excluding purchases on state contract and excluding payments to the
practitioner). Obtam the related contracts and paid mvoices and:

a)

b)

€)

Report whether there is a formal/written contract that supports the services arrangement
and the amount paid.

We performed the procedures noted above and noted no exceptions.

Compare each contract’s detail to the Towsiana Public Bid Taw or Procurement Code.
Report whether each contract 1s subject to the Louisiana Public Bid Law or Procurement
Code and:
» If yes, obtain/compare supporting contract documentation to legal requirements and
report whether the entity complied with all legal requirements (e.g., solicited quotes
or bids, advertisement, selected lowest bidder)

» Ifno, obtain supporting contract documentation and report whether the entity solicited
quotes as a best practice.

We performed the procedures noted above and noted no exceptions.

Report whether the contract was amended. If so, report the scope and dollar amount of' the
amendment and whether the original contract terms contemplated or provided for such an
amendment.

We performed the procedures noted above and noted no exceptions.
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Select the largest pavment from each of the five contracts, obtain the supporting invoice,
compare the mvoice to the contract terms, and report whether the mvoice and related
payment complied with the terms and conditions of the contract.

We performed the procedures noted above and noted no exceptions.

Obtain/review contract documentation and board minutes and report whether there 1s
documentation of board approval, if required by policy or law (e.g. Lawrason Act or [Tome
Rule Charter).

We performed the procedures noted above and noted no exceptions.

Payroll and Personnel

22. Oblain a listing of employees (and elected officials, if applicable) with their related salaries,
and obtain management’s representation that the listing is complete. Randomly select five
employees/officials, obtain their personnel files, and:

a)

b)

Review compensation paid to each employee during the fiscal period and report whether
pavments were made n strict accordance with the terms and conditions of the employment
contract or pay rate structure.

We performed the procedures noted above and noted no exceptions.

Review changes made to hourly pay rates/salaries during the fiscal period and report
whether those changes were approved in writing and in accordance with written policy.

We performed the procedures noted above and noted no exceptions.

. Obtain attendance and leave records and randomly select one pay period in which leave has

been taken by at least one employee. Within that pay period, randomly select 25
employees/officials (or randomly select one-third of emplovees/oflicials if the entity had less
than 25 employees during the fiscal period), and:

a)

b)

Report whether all selected employees/officials documented their daily attendance and
leave (c.g., vacation, sick, compensatory). (Note: Generally, an clected official is not
eligible to eamn leave and does not document his/her attendance and leave. However, if the
elected official 1s eaming leave according to policy and/or contract. the official should
document his/her daily attendance and leave.)

We performed the procedures noted above and noted no exceptions.

Report whether there 1s written documentation that supervisors approved. electronically or
m writing, the attendance and leave of the selected emplovees/officials.

We performed the procedures noted above and noted no exceptions.

Report whether there is wrilten documentation that the entity maintained written leave
records (e.g.. hours ecarned, hours used, and balance available) on those selected
employees/officials that earn leave.

We performed the procedures noted above and noted no exceptions.
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24.

23,

Obtain from management a list of those employees/officials that terminated during the fiscal
period and management’s representation that the list is complete. If applicable, select the two
largest termination payments (e.g., vacation, sick, compensatory time) made during the fiscal
period and obtain the personnel files for the two employees/officials. Report whether the
termination payments were made in strict accordance with policy and/or contract and approved
by management.

We performed the procedures noted above and noted no exceptions.

Obtain supporting documentation (e.g. cancelled checks, EFT documentation) relating to
payroll taxes and retirement contributions during the fiscal period. Report whether the
employee and employer portions of payroll taxes and retirement contributions, as well as the
required reporting forms, were submitted to the applicable agencies by the required deadlines.

We performed the procedures noted above and noted no exceptions.

Other

26.

27.

28.

Inquire of management whether the entity had any misappropriations of public funds or assets.
If so, obtain/review supporting documentation and report whether the entity reported the
misappropriation to the legislative auditor and the district attorney of the parish in which the
entity 1s domiciled.

No misappropriations of public funds or assets

Observe and report whether the entity has posted on its premises and website, the notice
required by R.S. 24:523.1. This notice (available for download or print at
www.lla.la.gov/hotline) concerns the reporting of misappropriation, fraud, waste, or abuse of
public funds.

We performed the procedures above and exceptions were noted.

Management Response:

Notice required by R.S. 24:523.1 was posted on the Organization’s premises and the notice
was not posted on the Organization’s website. As of the date of this report, Management
has added the notice to the Organization’s website.

If the practitioner observes or otherwise identifies any exceptions regarding management’s
representations in the procedures above, report the nature of each exception.

We performed the procedures and noted no exceptions.

We were not engaged to and did not conduct an examination or review, the objective of which
would be the expression of an opinion or conclusion, respectively, on those C/C areas identified in
the SAUPs. Accordingly, we do not express such an opinion or conclusion. Had we performed
additional procedures, other matters might have come to our attention that would have been reported
to you.
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The purpose of this report is solely to describe the scope of testing performed on those C/C areas
identified in the SAUPs, and the result of that testing, and not to provide an opinion on control or
compliance. Accordingly, this report is not suitable for any other purpose. Under Louisiana
Revised Statute 24:513, this report is distributed by the LLA as a public document.
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June 12, 2018
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