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ST. JOHN ARC
LAPLACE, LOUISIANA
Notes to the Financial Statements
June 30, 2024 and 2023

INTRODUCTION

St. John ARC (the Organization) is a 501 (¢) (3) non-profit corporation founded for the
purpose of helping citizens with mental and physical developmental disabilities and was
incorporated on Qctober 30, 1972, under the laws of the State of Louisiana. The
Organization operates a Day Developmental Work-Training Center and an Individual
Family Support Services program. The day developmental work-training center trains
the mentally and physically handicapped citizens of the parish who are 21 years of age
and older. The areas of training are geared toward helping the individuals adjust to
society. The Organization also provides free transportation for all activities including
daily instruction classes. The individual family support service provides twenty-four hour
a day in-home care by trained workers and is available for mentally handicapped
citizens of all ages.

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Basis of Accounting and Financial Statement Presentation

The financial statements of the Organization have been prepared on the accrual basis
of accounting in accordance with U.S. generally accepted accounting principles (US
GAAP). US GAAP requires the Organization to report information regarding its financial
position and activities according to the following net asset classifications:

Net assels 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 Organization's management and board of directors.

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 Organization or by the passage of time.
Other donor restrictions are perpetual in nature, whereby the donor has
stipulated the funds be maintained in perpetuity. The Organization has net assets
with donor restrictions related to the contributed use of its facility which is
restricted as to time.

Donor restricted contributions are reported as an increase in net assets with donor
restrictions. When a restriction expires, net assets are reclassified from net assets with
donor restrictions to net assets without donor restrictions in the statements of activities.

B. Cash and Cash Equivalents

Cash consists of amounts held at financial institutions. For purposes of the statements
of cash flows, the Organization considers all highly liquid investments with initial
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maturity of three months or less to be cash equivalents. The Organization had no cash
equivalents of as of June 30, 2024 and 2023.

Certificates of Deposits with original maturities of one year or less are classified as
current assets. Certificates with original maturities in excess of one year are reported
as long-term assets.

C. Contract Receivables

Contract receivables are stated at unpaid balances, less an allowance for doubtful
accounts, if required. The Organization provides for uncollectible amounts through a
provision for bad debt expense and an adjustment to a valuation allowance based on its
assessment of the current status of individual accounts. Balances that are still
outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a credit to accounts receivable. The
allowance for doubtful accounts was zero for each of the years ended June 30, 2024
and 2023.

D. Property and Equipment

All acquisitions of property and equipment in excess of $2,500 and all expenditures for
repairs, maintenance, renewals, and betterments that materially prolong the useful lives
of assets are capitalized. Property and equipment are carried at cost.

Donations of property and equipment are recorded as contributions at fair value on the
date of donation. Such donations are reported as an increase in net assets without
donor restriction unless the donor has restricted the donated asset to a specific
purpose.

Property and equipment are depreciated using the straight-line method over their
estimated useful lives

as follows:
Buildings and improvements 10-39 years
Land improvements 15 years
Equipment, furniture, and fixtures 5-20 years
Vehicles 5 years

E. Leases

The Organization determines if an arrangement is a lease at inception. Operating leases
with an initial term greater than 12 months are included in operating right-of-use {(ROU)

assets, other current liabilities, and operating lease liabilities in the statement of financial
position. Finance leases are included in property and equipment, other current liabilities,
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and other iong-term liabilities on the statement of financial position. Leases with an initial
term of 12 months or less are not recorded on the statement of financial position. Lease
expense is recognized for these leases on a straight-line basis over the lease term.

F. Ad Valorem Tax

In 2012, Proposition Il was renewed and levied a one mill tax on all the property within
the Parish for a period of ten years beginning with the year 2013 and ending with tax
year 2022. In November 2022, Proposition Il, was renewed and will levy a one mill tax
on all the property within the Parish for a period of ten years beginning with the tax year
2023 and ending with tax year 2032. The ad valorem funds are to be used for
maintaining and operating the public building used to train developmentally disabled
citizens (including payment of salaries and costs and conducting training programs for
the developmentally disabled citizens).

G. Revenue Recognition

The Organization recognizes contributions received and made, including unconditional
promises to give, as revenue in the period received or made. Contributions received are
reported as either revenues without donor restrictions or revenues with donor
restrictions. Contributions with donor restrictions that are used for the purpose specified
by the donor in the same year as the contribution is received are recognized as
revenues with donor restrictions and are reclassified as net assets released from
restrictions in the same year.

The Organization reports gifts of land, buildings, and equipment as revenue without
donor restrictions unless explicit donor stipulations specify how the donated assets must
be used. Gifts of long-lived assets with explicit restrictions that specify how the assets
are to be used and the gifts of cash or other assets that must be used to acquire long-
lived assets are reported as revenue with donor restrictions. Absent explicit donor
stipulations about how long those long-lived assets must be maintained, the
Organization reports expirations of donor restrictions when the donated or acquired
long-lived assets are placed in service.

Contributions of noncash assets as well as contributions of donated services that create
or enhance nonfinancial assets or that require specialized skills, are provided by
individuals possessing those skills, and would typically need to be purchased if not
provided by donation, are recorded at their fair values in the period received.

The majority of the Organization's revenue is derived from contract revenue (DHH —
Medicaid). Other revenue sources include Ad Valorem tax revenue, client contracts,
contributed rent, client lunches, and other miscellaneous income. The ad valorem tax
and contributions are non-exchange transactions that benefit the general public and are
recognized when received.
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The Contract revenues are earned over time based upon contractually determined
hourly rates associated with attendant care and day habilitation services and day in-
home care that are provided to the developmentally disabled citizens. The day
habilitation services, and day in-home care are billed on a weekly basis after the
services are provided.

H. Compensated Absences

Salaried employees of the Organization accrue leave time of one day for each
operational month. Leave must be taken by June 30 each year, or the leave time is iost.
Accordingly, the financial statements do not include a provision for compensated
absences.

l. Contributed Services and Contributed Rent

Members of the Organization’s board of directors and other volunteers have made
significant contributions of their time to assist in the Organization's operations and
related charitable programs. The value of this contributed time is not recorded in these
financial statements because it does not meet the criteria for recognition under US
GAAP. The Organization occupies a parish government owned building located at 101
Bamboo Street, Laplace, Louisiana under an agreement with the St. John the Baptist
Parish Council at no charge. The contributed rent is accounted for as an unconditional
promise to give and is recorded at net present value.

J. Functional Expenses

Expenses are charged directly to management and general or program services in
general categories based on specific identification. Indirect expenses have been
allocated using the following methodologies: Salaries and employee-related expenses
— time and effort; occupancy and other expenses — management's estimate of usage
of the leased premises.

K. Use of Estimates

The preparation of financial statements in conformity with US GAAP requires
management to make estimates and assumptions that affect certain reported amounts
and disclosures. Actual results could differ from those estimates.

L. Concentration of Credit Risk

The Organization maintains cash in multiple bank accounts at multiple bank locations in

the Laplace, Louisiana area. These bank accounts periodically incur balances in excess
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of the FDIC insured limits. The Organization has not experienced any losses and does
not believe that significant credit risk exists as a resuit of this practice.

M. Income Taxes

The Organization is exempt from income tax under IRC section 501(c)(3), though
subject to tax on income unrelated to its exempt purpose, unless that income is
otherwise excluded by the Code. The Organization has processes presently in place to
ensure the maintenance of its tax-exempt status,; to identify and report unrelated
income; to determine its filing and tax obligations in jurisdictions for which it has nexus;
and to identify and evaluate other matters that may be considered tax positions. The
Organization has determined that there are no material uncertain tax positions that
require recognition or disclosure in the financial statements.

NOTE 2. LIQUIDITY AND AVAILABILITY

The financial state of the Organization is overseen by its board of directors. The
Organization maintains operating revenues for general expenditures. The
Organization’s current assets are $2,266,408 and $1,638,526 for the years ended June
30, 2024 and 2023, respectively. The ARC had cash (book balances) of $1,414,553 and
certificates of deposits (book balances), with a maturity of less than a year, of $507,398
for the year ended June 30, 2024. These assets are available for general expenditures.
It is the ARC's goal to maintain current assets to meet 90 days of normal operating
expenses, which are on average $441,795. In addition, the Organization has a $50,000
line of credit with Regions Bank available to meet cash flow needs.

NOTE 3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30:

2024 2023

Land % 50,412 3 50,412
Land Improvements 33,266 39,449
Building and Improvements 3.217.772 2,894,466
Equipment 36,281 29773
Vehicles 443,086 302,660
Construction in progress 13,120 162,082
Less: Accumulated Depreciation (402,335) (263.606)
Property and Equipment, Net 3,391,602 3,215,234
Financing right-of-use assets 12,788 12,788
Less: Accumulated Depreciation {5,361) (3,080)
Total financing ROU assets, net 7,427 8,708
Net investment in property and equipment 3 3,399,028 $ 3224 942
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Depreciation expense for the year ended June 30, 2024 is $150,963.
NOTE 4. LINE OF CREDIT

The Organization has an unsecured line of credit of $50,000 at Regions Bank with a
variable interest rate based on current bank prime rate. The line of credit will continue
until the Organization, or the lender terminates the agreement. At both June 30, 2024
and 2023, the balance on the line of credit was $0 and the interest rate was 7.25% and
12.25%, respectively.

NOTE 5. CONTRIBUTED RENT

The Organization occupies a parish government owned building located at 101 Bamboo
Street, Laplace, Louisiana under an agreement with the St. John the Baptist Parish
Council at no charge. An asset related to the contributed use of the facility through the
period ending December 31, 2023, the period for which the current Proposition ||
millage has been approved, has been recorded at its net present value in the amount of
$352,140 and $393,568 for the years ended June 30, 2024 and 2023, respectively, on
the statement of financial position. A risk-free rate of 2.5% was used to determine the
present value for the year ended June 30, 2024 and 2023. The Unconditional Promise
to Give asset is presented net of the discount on the Statement of Financial Position.

Summary of the Unconditional Promise to Give for the following 5 years:

Five-year
Year Ended June 30, Commitment

2025 $41,428

2026 $41.428

2027 $41.428

2028 $41,428

2029 $41,428
Aggregate Payments $207.140

NOTE 6. CONCENTRATION OF REVENUES
The Organization receives approximately 36% and 54% of total revenue for the years

ended June 30, 2024 and 2023, respectively, from the State of Louisiana, Department
of Health and Hospitals.
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NOTE 7. LEASES

Copy machine

On June 1, 2022, the ARC entered into a lease agreement with Xerox Financial
Services, LLC for a Xerox Copier. The agreement is for 60 months. Monthly
payments are $245.99. Management has determined this lease to be a financing
right-of-use asset with an imputed interest rate of 6%. Management cannot
cancel or terminate the lease but does have the option to buy the copier at fair
market value or extend the agreement in three-month terms at the end of the
initial agreement term.

At June 30, 2024 and 2023, the remaining financing lease liability for this
agreement was $7,936 and $10,340, respectively. The lease liability is reported
as the short-term and long-term portions on the statement of financial position.
The amortization of the right-of-use asset is recorded in the depreciation expense
on the statement of activities in the Day Development Work Training Program
and the Individual Family Support Services.

Future minimum commitments required under financing leases are as follows:

Total
Year Ended June 30, Commitment
2025 $ 2,553
2026 2,710
2027 2631

Total minimum payments $ 7894

Interest expense for the year ended June 30, 2024 and 2023, was 3555 and $695,
respectively.

NOTE 8. INVESTMENTS

In 2024, the ARC's board of directors approved to invest excess cash in the purchase of
certificates of deposits and annuities. Certificates of deposit with an original maturity
date of 12 months or more and annuities are classified in long term assets on the
statement of financial position and are summarized as follows:

Annuities — Regions Bank

June 30, 2024 June 30, 2023
Unrealized Unrealized
Cost Fair Value Gain/(Loss) Cost Fair Value  Gain/(Loss)
$450,000 $453,052 $3.052 $- $- $-
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Certificates of Deposit — First National Bank

June 30, 2024 June 30, 2023
Accrued Accrued
Cost Fair Value interest Cost Fair Value Interest
$250,000 $252.342 $2.342 - - $-

The annuities are reported at fair value, which includes any unrealized gains or
losses. The certificates of deposits are reported at their fair value which includes
accrued interest. Accrued interest and unrealized gains and losses are reported
as increases or decreases to net assets without donor restrictions.

NOTE 9. COMPENSATION AND OTHER PAYMENTS TO CHIEF OFFICER

Act 706 of the 2014 Louisiana Legislature amended R.S. 24:513A requiring
additional disclosure of total compensation, benefits, reimbursements or other
payments made to the head of a political subdivision or quasi-public agency.
The act was further amended by Act 462 of the 2015 Regular Session which
clarified that nongovernmental or not-for-profit local auditees are required to
report on payments made from public funds only.

The following is a summary of such payments, made with public funds, for Linda
Lambert, Day Program Director, during the year ended June 30, 2024,
Payments made with nonpublic funds are not required, and therefore, not
reported.

Reimbursements 3 4646
Total 3 4 646

NOTE 10. SUBSEQUENT EVENTS

Management has evaluated subsequent events through November 05, 2024, the date
that the financial statements were available to be issued and determined that there were
no events that require disclosure. No events occurring after this date have been
evaluated for inclusion in these financial statements.

NOTE 11. LITIGATIONS AND CLAIMS

The ARC is exposed to various risks of loss from torts; theft of, damage to, and
destruction of assets; business interruption; errors and omissions; employee injuries;
and natural disasters. Commercial insurance coverage is purchased to cover real and
personal property, general liability, automobile, and criminal liability. There has been no
significant reduction in insurance coverage during the current or previous fiscal year.
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ST. JOHN ARC
LAPLACE, LOUISIANA

Summary Scheduie of Prior Year Findings
June 30, 2024

Section | - Internal Control and Compliance Material to the Financial
Statements:

There were no findings reported in the prior fiscal year.

Section Il - Management Letter:

There was no management letter issued in the prior year.
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ST. JOHN ARC
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Current Year Findings and Responses
For the Year Ended June 30, 2024

Section | - Internal Control and Compliance Material to the Financial

Statements

Ref. No.

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Management’s response:

2024-01

Inadequate Controls over Credit Cards — Internal
Control Material Weakness

Effective internal controls are needed to ensure
proper use and reporting of credit card activity.

For the period under audit, the ARC did not have a
written policy for credit cards. All transactions for the
fiscal year for the primary credit card were tested for
proper support. Approximately 36% of the
transactions were missing proper support.

Without adequate internal controls over credit card
use, the risk of improper activity related to the
purchases increases significantly.

Management should adopt a credit card policy which
outlines (1) how credit cards are to be controlled, (2)
allowable business use, (3) documentation
requirements, (4) required approvers of statements
and (5) monitoring usage. Management should
ensure that all credit card transactions are properly
authorized, valid, and support the mission of the ARC.
Additionally, supporting documentation for each
transaction must be maintained and reconciled to the
statement monthly by someone who is not an
authorized user of that credit card.

The board agrees with the recommendations and will

work to adopt a written policy over credit card use and
implement stronger controls over all ARC credit cards.
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Ref. No.

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Management’s response:

2024-02

Inadequate Controls over Supplies — Internal Control
Material Weakness

Effective internal controls are needed to ensure
safeguarding and proper use of consumable supplies.

For the period under audit, the ARC did not have a
written policy for purchasing. A substantial amount of
supplies was purchased throughout the year which
were delivered to the personal home of an employee
and from there disbursed for use within the
organization.

Without adequate internal controls over supplies, both
purchase and storage, the risk of misappropriation
related to the purchases increases significantly.

Management should adopt a written purchasing policy
which outlines, at a minimum, (1) how purchases are
initiated, (2) the approval process for purchases,
including how the approvals are documented, and (3)
a requirement that all purchases are to be delivered to
the main office.

The board agrees with the recommendations and will

work to adopt a written purchasing policy including the
recommended criteria.
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Ref. No.

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Management’s response:

2024-03

Noncompliance with Article VIl of the Louisiana
Constitution — Gifts

Article 7, Section 14 of the Louisiana Constitution
prohibits the use of public funds to purchase
something of value when it is under no obligation to
do so.

The ARC purchased gift cards with public funds
totaling $4.852 to be given to both employees and
clients as Christmas gifts.

Noncompliance. Gifts are a prohibited use of public
funds.

Management should review the laws surrounding
public funds, including the prohibited uses and
communicate this to accounting personnel. Any
purchases which would be considered a prohibited
use of public funds should be paid for with nonpublic
funds.

The board agrees with the recommendations and will
develop procedures to ensure public funds are used
only for allowable payments. Additionally, the board
will reimburse the public fund account from a non-
public fund account the $4,852 paid in error from the
public fund account.
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Ref. No.

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Management’s response:

2024-04

Noncompliance with IRS Payroll Reporting
Requirements

The Internal Revenue Service requires that all
payments made to employees, in cash or gift cards,
are required to be paid through the normal payraoll
process and reported at year end on the employee’s
Form W-2.

The ARC issued $5,600 in gift cards to employees as
Christmas gifts. These payments were not included
in the employee’'s W2s. Also, a payment of $3,183
was paid for unused paid time off to an employee.
This payment was not processed through payroll and
included on the employee’s W-2. Finally, payments
made to clients for their work within the ARC were not
processed through payroll nor reported on Form W-2.

Noncompliance with IRS requirements for reporting
and paying payroll taxes and preparing and filing
Form W-2.

Management should adopt policies whereby all
payments to employees, including gift card payments,
should be included in payroll to ensure that all taxes
are properly paid, and all forms, including Form W-2,
are correctly reported.

The board agrees with the recommendations and will
process all employee payments through the normal
payroll process.

Section Il - Management Letter:

There was no management letter issued in the current year.
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