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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Cane River Children’s Services, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of the Cane River Children’s Services, Inc. (a
nonprofit organization), which comprise the statement of financial position as of June 30, 2019, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to
the 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. 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. 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 auditor’s judgment, including the assessment of
the risks of material misstatement of the 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.

Members of AICPA Members of AICPA
Governmental Audit Quality Center Members of Society of Louisiana CPA’s
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Cane River Children’s Services, Inc. as of June 30, 2019, and the changes in its net assets and
its cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, Cane River Children’s Services, Inc. implemented
Accounting Standards Update (ASU) 2016-14, “Not-for-Profit Entities (Topic 958) — Presentation of
Financial Statements of Not-for-Profit Entities” in the current year related to the presentation of financial
statements. The update addresses the complexity and understandability of net asset classification, deficiencies
in information about liquidity and availability of resources, and the lack of consistency i the type of
information provided about expenses and investment return. Our opmion is not modified with respect to this
matter.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements of the Cane River
Children’s Services, Inc. taken as a whole. Act 706 of the Louisiana 2014 Legislative Session requires a
Schedule of Compensation, Benefits and Other Payments to Agency Head or Chief Executive Officer,
reflected on page 18, to supplement the financial statements. The accompanying Schedule of Expenditures of
Federal Awards, as required by the Title 2 U.S. Code of Federal Regulations (CFR) Part 200 Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 1s presented on
page 19 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 m the audit of the financial statements and certain additional procedures,
including comparing and reconciling such mformation directly to the underlymg 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 mformation is fairly stated, in all material respects, in relation to the financial statements as a
whole.

Information from the preceding vear is reported in certain financial statements within this report. The
information was taken from our report dated October 12, 2018, in which we expressed an unmodified opinion
on the Cane River Children’s Services, Inc.’s statement of financial position.

Other Reporting Required by Government duditing Standards

In accordance with Government Auditing Standards, we have also 1ssued our report dated December 17, 2019,
on our consideration of Cane River Children’s Services, Inc.’s internal control over financial reporting and on
our tests of its comphiance 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 mternal control over
financial reporting and compliance and the results of that testing. and not to provide an opmion on internal
control over financial reporting or on compliance. That report is an itegral part of an audit performed in
accordance with Government Auditing Standards in considering Cane River Children’s Services, Inc.’s
internal control over financial reporting and compliance.
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Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Louisiana Legislative Auditor, we have issued a report, dated
December 17, 2019, on the results of our statewide agreed-upon procedures performed in accordance with
attestation standards established by the American Institute of Certified Public Accountants and the standards
applicable to attestation engagements contained in Government Auditing Standards. The purpose of that report
is solely to describe the scope of testing performed on those control and compliance areas identified in the
Louisiana Legislative Auditor’s statewide agreed-upon procedures, and the results of that testing, and not to
provide an opinion on control or compliance.

Hamaw Cusnnigham) Burnddumsy + Sradtunkiin, CPA's

Thomas, Cunningham, Broadway & Todtenbier, CPA’s
Natchitoches, Louisiana

December 17, 2019
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Cane River Children’s Services, Inc.
Statement of Financial Position
For the Year Ended June 30, 2019
(With Comparative Totals for June 30, 2018)
2019 018
Assets-
Current Assets:
Cash & Cash Equivalents $ 9108 § 32,137
Revenue Receivables 155,599 115,410
Total Current Assets $ 164,707 S 147.547
Noncurrent Assets:
Prepaid Expenses $ 21694 § 18234
Long-term receivables 128,962 186,712
Restricted Cash 2,419 7,050
Property and Equipment, Net of Accumulated Depreciation 1.323.696 1.349.263
Total Noncurrent Assets $1.476.771 $1.561,259
Total Assets $1.641.478 $1.708.806
Liabilities-
Current Liabilities:
Cash Overdrafts $ 23,060 $ 30,194
Accounts Payable 8,097 8,310
Accrued Payroll & Payroll Liabilities 32,439 27,195
Current Portion of Long-Term Debt 114,365 111,207
Total Current Liabilities $ 177.961 $ 176,906
Noncurrent Liabilities:
Residents’ Deposits $ 2419 $ 7450
Long-Term Debt 719.564 693,827
Total Noncurrent Liabilities $ 721.983 $ 701,277
Total Liabilities $ 899944 $ 878,183
Net Assets-
Without Donor Restrictions 741,534 830,623
Total Liabilities & Net Assets $1.641.,478 $1,708,806

See independent auditor’s report and notes to the financial statements.

Exhibit A




Cane River Children’s Services, Inc.
Statement of Activities
For the Year Ended June 30, 2019

(With Comparative Totals for June 30, 2018)

Exhibit B
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Without Donor Restrictions

2019 2018
Revenues-
Governmental Grants and Contract Income $ 971,197 $ 907,524
Donations 28,396 13,365
Interest and Dividend Income 4,964 7,948
Other 66 17,125
Total Unrestricted Revenues $1.004,623 $_945.962
Expenses-
Program Services:
Non-Medical Group Home $ 610,167 $ 558,483
Child Placing 248,989 238,211
Community Counseling 211,798 227,570
Supportive Services:
Administrative & General 22.758 23.130

Total Expenses $1.093.712 $1.047.394

Change in Net Assets $ (89,089) § (101,432)
Net Assets-Beginning of Year 830,623 932.055

Net Assets-End of Year $_741.534 $_830,623

See independent auditor’s report and notes to the financial statements.
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Cane River Children’s Services, Inc.
Statement of Functional Expenses
For the Year Ended June 30, 2019
(With Comparative Totals for June 30, 2018)

Supporting
Program Services Services

Total Management Total Comparative

Non-Medical Child Community Program and 2019 Total 2018

Group Home Placing Counseling Services General Expenses Expenses
EXPENSES: i i | i |

Salaries & Payroll Taxes | $385,408 $140,050 $154267 | 8§ 679725 | $ 0 | $ 679725 | § 694411
Employee Benefits | 14,704 7,340 7,448 | 29,492 ! 0 | 29492 | 25,851
Advertising | 213 23 0 | 236 | 0 | 236 | 290
Bad Debt Expense ! 21.425 28,150 19479 | 69,054 ! 0 ! 69,054 | 0
Computer Software ! 2,062 0 (A 2,062 | 0 ! 2,062 | 0
Dietary i 33,704 8,217 te6 | 42,087 | 98 i 42,185 | 42,234
Household Supplies | 5,887 1,274 354 | 7,515 | 242 | 7,757 | 5,188
Insurance | 21,638 15,360 435 | 44,433 ! 0 | 44,433 | 49,062
Interest and Penalties | 12,555 6,065 1,735 | 20,355 | 16,706 | 37,061 | 36,642
Licenses and Dues ! 4.458 3,101 2322 | 9,881 ! 183 ! 10,064 | 7.970
Medical & Nursing i 79 0 o | 79 f 0 i 79 | 140
Office Supplies i 2,573 108 145 | 2,826 | 0 i 2,826 | 11,897
Personnel Expenses | 2,139 0 144 | 2,283 | 93 | 2,376 | 3,330
Postage & Printing | 407 1 0 | 408 ! 408 | 813 | 1,017
Professional Services | 4,949 4,538 2,598 | 12,085 | 1,132 | 13,217 | 9,860
Repairs & Maintenance ! 9.096 4,820 1,592 | 15,508 ! 0 ! 15,508 | 12.662
Recreational i 1,481 0 o | 1,481 f 2,146 i 3,627 | 2,258
Resident Expenses i 2,184 390 4 2,578 | 1,507 i 4,085 | 11,368
Telephone | 7,355 5,282 3,769 | 16,406 | 0 | 16,406 | 16,223
Therapy Expenses | 1,064 0 989 | 2,053 ! 190 | 2,243 | 3,198
Training & Travel | 1,044 200 0 | 1,244 | 0 | 1,244 | 2,103
Utilities ! 30.046 8,058 43805 | 42,909 ! 0 ! 42,909 | 43.721
Vehicle Expenses i 7,550 154 132 | 7.836 f 26 i 7,862 | 12,612
Depreciation i 37,526 15,138 4414 | 57,078 | 0 i 57,078 | 53,549
Other | 620 720 0 | 1,340 | 30 | 1,370 | 1,808
Total Expenses | $610,167 $248,989 $211,798 | $1,070,954 | $22.758 | 81,093,712 |  $1,04739%4

See independent auditor’s report and notes to the financial statements.
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Cane River Children’s Services, Inc.
Statement of Cash Flows
For the Year Ended June 30, 2019
(With Comparative Totals for June 30, 2018)
2019 018
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from program service operations $ 919,770 $931,316
(Cash received from contributions 28,396 13,365
Cash payments for salaries, benefits and payroll taxes (709,217) (720,262)
Cash payments to vendors (261,823) (268,413)
Interest and dividends received 4,964 7.948
Net Cash Used by Operating Activities $_(17.910) $_(36.046)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment $_(3LS1DH $_(14.802)
Net Cash Used by Investing Activities $_(3L31hH $_(14.802)
CASH FLOWS FROM FINANCING ACTIVITIES:
Loan proceeds $ 286,339 $ 55,000
Principal payments on loans (257.444) (93.566)
Net Cash Provided (Used) by Financing Activities §_28,895 $_(38.566)
Net Change in Cash, Cash Equivalents and Restricted Cash $ (20,526) S (89,414)
Cash, Cash Equivalents and Restricted Cash at Beginning of Year 8,993 98,407
Cash, Cash Equivalents and Restricted Cash at End of Year $ (11,533 $_ 8993

Reconcihiation of Cash, Cash Equivalents and Restricted Cash:

Cash & Cash Equivalents $ 9,108
Restricted Cash 2,419
Cash Overdrafts (23,060)
Net Cash at End of Year $(11,533)
SUPPLEMENTAL DISCLOSURE

Cash payments for interest during the years ended June 30, 2019 and 2018 totaled $37,060 and $36,642,
respectively.

See independent auditor’s report and notes to the financial statements.
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

Introduction

Cane River Children’s Services, Inc. (“Agency”) was incorporated as a non-profit corporation on
May 18, 1978, under the laws of the State of Louisiana. The Agency maintains and operates
residential group homes for undomiciled and troubled youth, provides support for transitional living
for boys and girls as placed by the State of Louisiana, and provides therapeutic foster care and
counseling, as authorized by its charter. The agency operates under a ten-member Board of Directors.
Revenues are derived primarily from the Title IV-E Foster Care Program passed through the State of
Louisiana, Department of Social Services, as well as Crime Victim Assistance grants, Medicaid, and
contributions from the general public.

1. Summary of Significant Accounting Policies:

The accounting and reporting policies of Cane River Children’s Services, Inc., conform to generally
accepted accounting principles as applicable to non-profit organizations, and are applied on a
consistent basis between periods.

The following s a summary of certain significant accounting policies and practices:

A. Financial Statement Presentation — Effective July 1, 2018, the Agency has adopted FASB
Financial Accounting Standards Update 2016-14, Noi-for-Profit Entities (Topic 958):
Presentation of Financial Statements of Not-for-Profit Entities. Under FASB ASU 2016-14, the
Agency is required to report information regarding its financial position and activities according
to the following net asset classifications:

e Net assets without donor restrictions — Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of
the organization. These net assets may be used at the discretion of the Agency’s management
and the board of directors. The revenues received and expenses incurred in conducting the
mission of the Agency are included in this category. The Agency has determined that any
donor-imposed restrictions for current or developing programs and activities are generally
met within the operating cycle of the Agency: therefore, the Agency’s policy is to record
these net assets as without donor restrictions.

» Net assets with donor restrictions — Net assets subject to stipulations imposed by donors and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of the Agency or by the passage of time. Other donor restrictions are perpetual in
nature, whereby, the donor has stipulated the funds be maintained in perpetuity.

Donor-restricted contributions are reported as increases in net assets with donor restrictions. When a
restriction expires, net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the Statement of Activities as net assets released from restrictions.

As of June 30, 2019 and 2018, all net assets were without donor restrictions.

B. Basis of Accounting - The Agency uses the accrual basis of accounting. Revenues are recognized
when they become measurable and available as net current assets. Expenditures are generally
recognized when they are incurred. Purchases of various operating supplies are regarded as
expenditures at the time purchased.
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

Summary of Significant Accounting Policies (continued):

C.

Use of Estimates - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities and disclosures of contingent assets and liabilities at 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.

Capital Assets - Capital assets purchased with unrestricted funds are recorded at cost when
purchased or at market value at time of donation. Depreciation on all exhaustible fixed assets 1s
charged as an expense against the operations of the Agency. Depreciation is calculated using the
straight-line method over the estimated useful lives of the assets ranging from 3 to 50 years.
Accumulated depreciation was $1,073,628 at June 30, 2019, and $1,016,550 at June 30, 2018.

In accordance with FASB ASC 958-360-50-3 and 50-4, property and equipment purchased with
grant funds are expensed when purchased and not recorded on the statement of financial position
because reversionary title is held by the grantor.

Income Taxes - The Agency is a not-for-profit organization that is exempt from income taxes
under Section 501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue
Service as “other than a private foundation”. Therefore, no provision for income taxes has been
made in the financial statements, but the Agency 1s required to file an annual information tax
return. The Agency’s Form 990, Return of Organization Exempt from Income Tax, for the years
ending 2016 and beyond remains subject to examination by the IRS, generally for three years
after filing.

Unpaid Accumulated Vacation Pay - Employees of the Agency eam one to two days of vacation
per month depending upon the number of years of employment, beginning on the seventh month
of employment. At the end of each year, employees may carry forward vacation time earned but
not taken, up to a maximum of 360 hours. Subject to this limitation, unused vacation pay is paid
to employees upon separation at hourly rates being earned. Due to the immateriality of this
amount in relation to total agency payrolls, no accrual has been made for accumulated vacation

pay.

Cash and Equivalents - For the purpose of the statements of cash flows, the Agency considers all
highly hiquid mvestments available for current use with an initial maturity of three months or less
to be cash equivalents.

Functional Allocation of Expenses — Functional expenses are allocated between program services
and supporting services. Supporting services include fundraising and general and administrative
activities. General and admunistrative expenses include those expenses that are not directly
identifiable with any other specific function, but provide for the overall support and direction of
the Agency. The financial statements report certain categories of expenses that are attributed to
more than one program or supporting function, which require allocation on a reasonable basis that
1s consistently applied. Salaries, payroll taxes, and benefits are allocated on the basis of estimates
of time and etfort.
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

1. Summary of Significant Accounting Policies (continued):

1. Comparative Data - Comparative total data for the prior year have been presented in the
accompanying financial statements in order to provide an understanding of changes in the
Agency’s financial position and results of operations. Certain reclassifications from prior year
formation were made to conform to current year presentation.

J.  Advertising Costs — Advertising costs are expensed as incurred, and approximated $236 and $290
during the years ended June 30, 2019 and 2018, respectively.

K. Change in Accounting Principle — On August 18, 2016, FASB issued Accounting Standards
Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958), Presentation of Financial Statements
of Not-for-Profit Entities. The update addresses the complexity and understandability of net asset
classification, deficiencies in information about liquidity and availability of resources, and the
lack of consistency in the type of information provided about expenses and nvestment return.
The Agency has implemented ASU 2016-14 and has adjusted the presentation in these financial
statements accordingly. The ASU has been applied retrospectively to all periods presented. The
implementation of ASU 2016-14 had no impact on the Agency’s total net assets.

2. Asset Liquidity and Availability of Resources:

The Agency regularly monitors the availability of resources required to meet its operating needs and
other contractual commitments. For purposes of analyzing resources available to meet general
expenditures over a 12-month period, the Agency considers all expenditures related to its regular,
recurring, and ongoing program service activities, as well as the conduct of services undertaken to
support those activities, to be general expenditures. The Agency anticipates revenues to be sufficient
to meet its general expenditure needs.

As of June 30, 2019, the following financial assets could be made easily available within one year of
the statement of financial position date to meet general expenditures:

Cash and cash equivalents $ 11,527
Revenue receivables (current) 155.599
Total financial assets, period end $167,126

Less, those unavailable for general expenditures
within one year, due to:

Cash overdrafts (23,060)
Restricted cash (Residents’ deposits) (2,419

Financial assets available to meet cash needs
for general expenditures within one year $141.647
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

2. Asset Ligmdity and Availability of Resources (continued):

As part of its hiquidity management, the Agency has a policy to structure its financial assets to be
made available as general expenditures, liabilities, and other obligations become due. This policy
includes utilization of resources such as established lines of credit described in Note 7, as well as
management of major receivables.

3. Cash and Cash Equivalents:

The cash and cash equivalents of the Agency are subject to the following risk:

Custodial Credit Risk: Custodial credit risk for deposits 1s the risk that, in the event of the failure of a
depository financial institution, the Agency will not be able to recover its deposits. Under state law,
these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the
pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus
the federal deposit insurance must at all times equal or exceed the amount on deposit with the fiscal
agent.

These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank
that is mutually acceptable to both parties. Louisiana Revised Statute 39:1229 imposes a statutory
requirement on the custodial bank to advertise and sell the pledged securities within 10 days of being
notified by the Agency that the fiscal agent bank has failed to pay deposited funds upon demand.
Further, Louisiana Revised Statute 39:1224 states that securities held by a third party shall be deemed
to be held in the Agency’s name.

At June 30, 2019, cash and cash equivalents had a deficit balance of $11,533, including $800 petty
cash (book balances). Bank balances totaled $25,530 at June 30, 2019, all of which are secured by
FDIC Insurance.

Resident funds are maintained in separate non-interest bearing checking accounts as required by
contractual guidelines. Cash and cash equivalents at June 30, 2019 included $2,419 in restricted
deposits.

4. Revenue Recetvable and Long-Term Receivable:

Revenue receivable and long-term receivable represent the amounts due from the Agency’s contracts
with the State of Louisiana, DCFS, AmeriGroup and Louisiana Healthcare Connections, as third-
party reimbursements for services rendered to clients. Receivables are stated at the amount
management expects to collect from outstanding balances. Amounts expected to be collected within
one year are reported as current assets ($155,599 as of 6/30/2019), while amounts that are in the
collection process but not anticipated to be collected within one year are reported as non-current
assets ($128,962 as of 6/30/2019). Balances that are still outstanding after management has exhausted
all reasonable collection efforts are written off using the direct write-off method (see Note 8 for
current year bad debt expense).
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

5. Fair Value of Financial Instruments:

The Agency’s financial instruments consist of cash, receivables and mortgage notes payable. The
carrying value of these instruments approximates their fair values.

The Agency has adopted FASB Accounting Standards Codification Topic 820, “Fair Value
Measurements”. Topic 820 requires disclosures that stratify balance sheet amounts measured at fair
value based on the mputs used to derive fair value measurements. These strata include:

Level 1 valuations, where the valuation 1s based on quoted market prices for identical assets or
liabilities traded in active markets (which include exchanges and over-the-counter markets with
sufficient volume).

Level 2 valuations, where the valuation is based on quoted market prices for similar instruments
traded in active markets, quoted prices for 1dentical or similar instruments in markets that are not
active and model-based valuation techniques for which all significant assumptions are observable
in the market.

Level 3 valvations, where the valuation is generated from model-based techniques that use
significant assumptions not observable in the market, but observable based on Foundation-
specific data. These unobservable assumptions reflect the Agency’s own estimates for
assumptions that market participants would use in pricing the asset or liability. Valuation
techniques typically include option pricing models, discounted cash flow models and similar
techniques, but may also include the use of market prices of assets or liabilities that are not
directly comparable to the subject asset or liability.

6. Fixed Assets:

The following is a summary of changes in fixed assets for the Agency for the two-year period ended
June 30, 2019:

Balance Balance Balance
6-30-17 Additions Deletions 6-30-18 Additions  Deletions 6-30-19
Fixed Assets,
Nof Depreciated-
Land $ 321078 % 0 $0 $ 321078 § 0 $0 $ 321,078
Fixed Assets.
Depreciated-
Facility 1,647 839 0 0 1,647 839 0 0 1,647,839
Vehicles 105,709 0 0 105,709 0 0 105,709
Household Fumniture 110,679 4 0 110,679 0 0 110,679
Office Furniture 29.905 14,802 0 44,707 31.511 0 76218
Computers 27,053 0 0 27,053 0 0 27,053
Renovations-IL 96,620 0 0 96,620 0 0 96,620
Major Movables 12,128 0 0 12,128 0 0 12,128
Total Fixed Assets  $2,351,011  $ 14,802 $0 $2,365813  $ 31,511 $0 $2,397.324
Accunmulated Depreciation _ 963.001 53.549 0 1.016.550 57.078 0 1.073.028

Net Fixed Assets-
Totals $1.388.010 $(38.747) $0 $1.349 263  $(23.567) $0 $1.323.696

o
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

Fixed Assets (continued):

Depreciation expense in the amount of $57,078 and $53,549 was recorded for the years ended June
30, 2019 and June 30, 2018, respectively.

Long-Term Liabilities:

On October 9, 2014, the Agency executed a loan agreement and promissory note with BOM Bank for
$500,000, with an interest rate of 4.25%. The loan is to be repaid in 59 regular payments of $3,070
and one irregular last payment estimated at $414,679, due on October 9, 2019. The interest rate
increased to 5.25% in 2018. The proceeds from this loan were used to pay off three existing loans
with the Bank of Montgomery. This loan 1s collateralized by the property located at 425 Rue de
Gabriel in Natchitoches, Louisiana. The balance of this loan at June 30, 2019, was $418,172.

The Agency executed a second loan agreement with BOM Bank on October 9, 2014, for $300,000,
with an interest rate of 4.25%. The loan 1s to be repaid in 59 regular payments of $1,858 and one
irregular last payment estimated at $248,807, due on October 9, 2019. The interest rate increased to
5.25% in 2018. The proceeds from this loan were used to pay off an existing loan with LA Capital
Federal Credit Union and an existing loan with Bank of Montgomery. This loan is collateralized by
property located at 4275 University Parkway, Natchitoches, Louisiana. The balance of this loan at
June 30, 2019, was $251,011.

The Agency was issued proceeds from an existing line of credit with BOM Bank which originated on
December 12, 2013. The current rate of interest on this line of credit 1s 6.25%. This loan is
collateralized by property located at 425 Rue de Gabriel, Natchitoches, Louisiana. The balance of this
line of credit at June 30, 2019, was $70,163.

On November 8, 2016, the Agency executed a loan agreement with BOM Bank for $68,000, with an
mnterest rate of 4.25%. The loan is to be repaid in 11 regular payments of $2,000 and one irregular
final payment estimated at $48,472, due on November 8, 2019. The proceeds from this loan were
used to pay for improvements to the property on Fourth Street. This loan was paid off on Januvary 11,
2019.

The Agency executed a loan agreement with BOM Bank dated January 7, 2019, in the amount of
$102,239 with an mterest rate of 5.50%. The loan is to be repaid in 60 payments of $1,953 with a
final payment due on January 7, 2024. The proceeds of this loan were used to cover operating costs
and to pay off the previous mortgage on the property located at Fourth Street. This loan is
collateralized by properties located at 425 Rue de Gabriel and 4275 University Parkway, in
Natchitoches, Louisiana. The balance of this loan at June 30, 2019 was $94,584.

Balance Balance Amount Due
June 30, 2018 Additions Deletions  June 30, 2019  inone Year
Notes Pavable to BOM Bank:
- Note #35 Line of Credit $ 72,088 $184,100  $(186,026) $ 70,162 $ 70,162
- Note #40 Refinance 437,078 0 {18,906) 418,172 15.581
- Note #45 262,350 0 (11.339) 251,011 9343
- Note #50 33,518 0 (33.518) 0 0
- Note #35 0 102,239 (7.655) 94 584 19.279

Total $805.034 $286.339  $(257.444) $833.929 $114.365
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

Long-Term Liabilities (continued):

The fair value of the above loans 1s estimated based on the current rates offered to the Agency for
debt of the same remaining maturities. At June 30, 2019, the fair value of long-term debt
approximates the amounts recorded in the financial statements. The annual requirements for these
notes, including interest, are as follows:

EYE Principal Interest Total

6/30/2020 $114.366 § 40273 S 154639
6/30/2021 46,631 36,831 83,462
6/30/2022 49192 34270 83462
6/30/2023 51.895 31,567 83,462
6/30/2024 41 428 28,887 70315
Thereafter 530417 10.634 541.051

$833.929 $182 462 $1.016.391

Bad Debt Expenses:

The Agency recognized the following bad debt expenses for receivables deemed uncollectible and
written off in the current year:

$26,896 Amounts due from the State of Louisiana (DCFS)
9,991 Amounts due from OIJ

32,167 Reimmbursements due from Magellan
$69,054

The amounts written off for DCFES and OIJ were for costs incurred by the Agency (for group home
and transitional living residents) for periods ranging from 2002 through 2014, which contractual
reimbursements the State of Louisiana has refused to pay despite repeated collection attempts by the
Agency. The amounts written off for Magellan are a result of the State’s contract with a third-party
for unpaid reimbursement of costs in the Group Home and Community Counseling programs.

Retirement Commitments:

The Agency offers employees the option of participating in an employee-sponsored Simple IRA
retirement plan with American Funds. The plan allows employees to make contributions to the plan
at time of hire. After the six months’ probation period, the Agency will match up to three percent of
the employee’s salary to the plan. For the year ended June 30, 2019, Cane River Children’s Services,
Inc.’s contribution amount was $5,688 and employee contributions totaled $10,608.

Pending Litigation:

Cane River Children’s Services, Inc. has no legal action pending at June 30, 2019.
Lease Commitments:

Cane River Children’s Services, Inc. has no lease commitments at June 30, 2019.
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Cane River Children’s Services, Inc.
Notes to Financial Statements
June 30, 2019

Compensation Paid to Board Members:

The members of the Board of Directors serve as volunteers and receive no compensation.

Concentrations and Economic Dependency:

The Agency receives the majority of its revenue from funds provided through federal and state grants
administered by the State of Louisiana. The grant amounts are appropriated each year by the federal
and state governments. If significant budget cuts are made at the federal and/or state level, the amount
of the funds the Agency receives could be reduced significantly. Fither of these conditions could
have an adverse impact on its operations. Management is not aware of any actions that will adversely
affect the amount of funds the Agency will receive in the next fiscal year.

New Accounting Pronouncements:

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) No. 2014-09 Revenue from Contracts with Customers as a new Topic, Accounting
Standards Codification 7opic 606. The ASU is intended to provide a more robust framework for
addressing revenue issues, mmproving comparability of revenue recognition practices and improve
disclosure requirements. In August 2015, the FASB issued ASU No. 2015-14, Revenue from
Contracts with Customers: Deferral of the Effective Date, which deferred the effective date of ASU
No. 2014-09 by one year. This ASU is effective for annual reporting periods beginning after
December 15, 2018, and shall be applied using either a full retrospective or modified retrospective
approach. Early adoption 1s permitted. The Agency is currently evaluating the impact on the results of
operations, financial condition and cash flows, and has not determined the impact on its financial
statements at this time.

In March 2016, the FASB issued ASU No. 2016-02, Leases. The objective of ASU No. 2016-02 1s to
increase transparency and comparability among organizations by reorganizing lease assets and lease
liabilities on the statements of financial position and disclosing key information about leasing
arrangements. ASU No. 2016-02 1s effective for annual reporting periods beginning after December
15, 2019, and shall be applied using either a full retrospective or modified retrospective approach.
Farly adoption is permitted. The Agency is currently evaluating the impact on the results of
operations, financial condition and cash flows, and has not determined the impact on its financial
statements at this time.

The FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Cash Paymenis, which requires cash payments for debt prepayment or debt
extinguishment costs to be classified as cash flows for financing activities. The FASB also 1ssued
ASU 2016-18, Statement of Cash Flows (Topic 230). Resiricted Cash, which requires that a statement
of cash flows explain the change during the period in total cash, cash equivalents, and amounts
generally described as restricted cash or restricted cash equivalent. ASU 2016-15 and ASU 2016-18
will be effective for entities other than public business entities for fiscal years beginning after
December 15, 2018. The Agency does not expect the guidance to have a material impact on its
financial statements.

Subsequent Events:

Management has evaluated events through December 17, 2019, the date on which the financial
statements were available for issue. There were no items to be reported as subsequent events.
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Cane River Children’s Services, Inc.
Schedule of Compensation, Benefits and Other Payments to
Agency Head or Chief Executive Officer
For the Year Ended June 30, 2019

Louisiana Revised Statute 24:513(A)(3) as amended by Act 706 of the 2014 Regular Legislative Session
requires that the total compensation, reimbursements, and benefits of an agency head or political
subdivision head or chief executive officer related to the position, including but not limited to travel,
housing, unvouchered expense, per diem, and registration fees, be reported as a supplemental report
within the financial statement of local government and quasi-public auditees. In 2016, Act 462 of the
2016 Regular Session of the Louisiana Legislature further amended R.S. 24:513(A)3) to clanfy that
nongovernmental entities or not-for-profit entities that receive public funds shall report only the use of
public tunds for the expenditures itemized in the supplemental report.

Agency Head Name:  Jennifer Johnson-Karle, Chief Executive Officer

Purpose Amount
Salary $88.935
Benefits - Insurance 13
Benefits - Retirement 5,359
Benefits - SS/Medicare 6,803
Car Allowance 0
Cell Phone 668
Dues 0
Vehicle Rental 0
Per Diem 0
Reimbursements 0
Travel 0
Housing 0
Unvouchered Expenses 0
Special Meals 0
Other 0

See independent auditor’s report.
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Cane River Children’s Services, Inc.
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2019
Federal Grantor/Pass-Through Grantor Federal Pass-Through Federal Revenue/
Program Title CFDA No. Entity No. Expenditures
U.S. Department of Health and Human Services
Pass-through from State Department
of Social Services:
Resident Treatment Services for
Foster Children - ARRA
(Title IV - Foster Care) 93.658 010008200 $815,537
U. S. Deparunent of Justice
Pass-through from Louisiana Commission
on Law Enforcement:
Crime Victim Assistance 16.575 2016-VA-02/04-3773 43752
Crime Victim Assistance 16.575 2017-VA-02/04-4391 40,950
TOTAL $900,239

See independent auditor’s report.
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Cane River Children’s Services, Inc.

Notes to the Schedule of Expenditures of Federal Awards
Year Ended June 30, 2019

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Cane River Children’s Services, Inc. under programs of the federal government
for the vear ended June 30, 2019. The information in this schedule is presented in accordance
with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requiremenis for Federal Awards
(Uniform Guidance). Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation of, the primary government financial
statements.

Summary of Significant Accounting Policies

Expenditures in the schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following, as applicable, OMB Circular A-122, Cost Principles for Non-Profit
Organizations, or the cost principles contained in the Uniform Guidance, wherein certain types
of expenditures are not allowable or are limited as to reimbursement.

Cane River Children’s Services, Inc. has elected not to use the ten percent de minimis indirect
cost rate as allowed under the Uniform Guidance.

Subrecipients, Non-Cash Assistance. Federal Insurance, Loans, and Loan Guarantees

Cane River Children’s Services, Inc. did not provide any federal funds to subrecipients nor did
they receive any federal non-cash assistance, insurance, loans, or loan guarantees.
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INDEPENDENT AUDITOR’S 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 of
Cane River Children’s Services, Inc.

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 financial statements of Cane River Children’s
Services, Inc. (a nonprofit organization), which comprise the statement of financial position as of June
30, 2019, and the related statements of activities, functional expenses, and cash flows for the year then
ended, and the related notes to the financial statements, and have issued our report thereon dated
December 17, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Cane River Children’s
Services, 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 Cane River
Children’s Services, Inc.’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Cane River Children’s Services, Inc.’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 1s 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 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. Given these limitations, we during our audit we did not identify
any deficiencies in internal control over financial reporting that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified. As described in the accompanying
schedule of findings and questioned costs, we identified one deficiency described as Item 2019-001 -
Segregation of Duties which we consider to be a significant deficiency.

Members of AICPA Members of AICPA
Governmental Audit Quality Center Members of Society of Louisiana CPA’s
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Compliance and Other Matters

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

Cane River Children’s Services, Inc.’s Response to Findings

Cane River Children’s Services, Inc.’s response to the finding identified in our audit 1s described in the
accompanying schedule of findings and questioned costs. Cane River Children’s Services, Inc.’s
response was not subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion thereon.

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 organization’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 organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purposes. However, this report is a matter
of public record and its distribution is not limited. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

&-_é}f{&m M&%&AM ﬁulzs’fml?, + QMZ;WAJH AP
Thomas, Cunningham, Broadway & Todtenbier, CPA’s
Natchitoches, Louisiana

December 17, 2019
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors of
Cane River Children’s Services, Inc.
Natchitoches, LA 71457

Report on Compliance for Each Major Federal Program

We have audited Cane River Children’s Services, Inc. (Agency) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on each of the Agency’s major federal programs for the year ended June 30, 2019. The Agency’s major
federal programs are identified in the summary of auditor’s 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Agency’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 the
Agency’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 the Agency’s compliance.

Members of AICPA Members of AICPA
Governmental Audit Quality Center Members of Society of Louisiana CPA’s
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Opinion on Each Major Federal Program

In our opinion, Cane River Children’s Services, 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 June 30, 2019.

Report on Internal Control over Compliance

Management of Cane River Children’s Services, 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 the Agency’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 the Agency’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 1is 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 Statute 24:513, this report is distributed by the Louisiana Legislative Auditor as a public
document.

kﬁjm&; a"“""“‘"‘?}‘&-‘l”f M&'ﬂ’? + el J@Aﬂ APA

Thomas, Cunningham, Broadway & Todtenbier, CPA’s
Natchitoches, Louisiana

December 17, 2019
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Cane River Children’s Services, Inc.
Schedule of Findings and Questioned Costs
June 30, 2019
SECTION I - SUMMARY OF AUDITOR’S RESULTS
Financial Statement
Type of Auditor’s Report Issued: Unmodified
Internal Control over Financial Reporting:
Material Weakness(es) Identified? No
Significant Deficiency(ies) Identified not
Considered to be Material Weakness? Yes (2019-001)
Noncompliance Material to Financial Statements Noted? No
Federal Awards Section
Internal Control over Major Programs:
Material Weakness(es) Identified? No
Type of Auditor’s Report Issued on Compliance for Major Federal Programs Unmodified
Any Audit Findings Disclosed that are Required to be Reported in
Accordance with 2 CFR 200.516(a)? No
Identification of Major Program:
- Residential Treatment Services for Foster Children ~ CFDA 93.658
Dollar Threshold used to Determine Type A Programs: $750,000

Auditee Qualified as Low-Risk Auditee: No
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Cane River Children’s Services, Inc.

Schedule of Findings and Questioned Costs (continued)
June 30, 2019

SECTION II - FINANCIAL STATEMENT FINDINGS

Internal Control-
2019-001  Segregaiion of Duiiies

Criteria - Cane River Children’s Services, Inc. should have employees available to execute
the ongoing duties related to financial matters.

Condition - Our evaluation of the internal control structure revealed an absence of appropriate
segregation of duties and the lack of personnel available to prepare financial statements,
mcluding the related note disclosures.

Cause - Due to a lack of funds, Cane River Children’s Services, Inc. does not have a
sufficient number of employees to adequately separate accounting duties or to prepare the
agency’s annual financial statements with related note disclosures.

Effect - Intentional or unintentional errors could be made and not detected within the
accounting system.

Recommendation - Since the costs associated with establishing an appropriate system of
mternal control should not outweigh the benefits derived from it, we do not have a
recommendation to make.

SECTION III - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

The following findings relate to the major federal award programs for Cane River Children’s Services,
Inc.:

None identified.
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P.0O, Box 2453 Natchitoches, LA 71457-2453 Phone: (318) 352.9349 Fax:(318) 352.9345
December 17, 2019

Louisiana Legislative Auditor
1600 North Third Street
Baton Rouge, LA 70802

RE:  Cane River Children’s Services. Inc.
Finaneial Report-June 30, 2019

The following is our response to the audit findings issued to us by the firm Thomas,
Cunningham, Broadway & Todtenbier, CPA’s for the year ended June 30, 2019.

Management’s Corrective Action Plan:
2019-001

Cane River Children’s Services is a small non-profit organization with limited
revenue and personnel. Although there are multiple checks and balances in
Accounts Payable, and another position was added to assist with the Segregation
of Duties and internal controls, the limited size of our organization continues to
restrict the reasonable use of hiring additional personnel to address this audit
finding. The Board of Directors regularly reviews the financial statements and
accepts responsibility for their contents and presentation.

Thank you for your assistance and oversight in providing quality auditing guidelines.
Please contact us if there are any questions regarding our response.

Sincerely,

Jennifer Johnson Karle
Chief Executive-Officer
.- )
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Cane River Children’s Services, Inc.
Summary of Prior Year’s Findings
June 30, 2019
SECTIONI: SCHEDULE OF FINANCIAL STATEMENT FINDINGS
2018-001 Segregation of Duties
Condition - Our evaluation of the internal control structure revealed an absence of
appropriate segregation of duties and the lack of personnel available to prepare financial

statements including the related note disclosures.

Current Status - For the year ended June 30, 2019, this condition was not cleared. See
finding 2019-001.

SECTIONII: FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None identified.



