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FIFTH  JU DICIAL DISTRICT 
D RU G COU RT , IN C . 

Oak Grove, Louisiana 

LITTLE &  A SSOCIA TES 
CERTIFIED PUBLIC ACCOUNTANTS 

Independent Auditors' R eport 
W in. TODD LITTLe, CPA 

CHARLES R. MARCHBANKS, JR., CPA 

W e have audited the accompanying statem ent of finan cial position of the Fifth Judicial District Drug 
Court Inc., as of June 30, 2003, an d the related statem ents of activities, functional expenses, and cash 
flows for the year then ended , as listed  in the table of contents. These financial statem ents are the 
responsibility of the Fifth Judicial District D rug Court, Inc.'s m an agem ent. Our re sponsibility is to 
express an opinion on these financial statem ents based  on our audit. 

W e conducted our audit in accordance with U .S. generally accepted  auditing standar ds and the standards 
applicable to financial audits contained  in Government Audiang Standards, issued  by the Comptroller 
General of the United  States. Those standards require that we plan and perform the audit to obtain 
reasonable assuran ce about whether the financial statem ents are free of material m isstatem ent. An audit 
includes exam inin g, on a test basis, evidence supporting the am ounts and disclosures in the financial 
statem ents. An  audit al so includes assessing the accountin g prin ciples used  an d significan t estim ates m ade 
by m anagem ent, as w ell as evaluating the overall financial statem ent presentation. W e believe that our 
audit provides a re asonable basis for our opinion. 

In our opinion, the financial statem ents referred  to above present fairly, in all material respects, the 
financial position of the Fifth Judicial D istrict Dru g Court Inc. as of June 30, 2003, and the changes in 
its net assets and its cash flow s for the year then ended  in conform ity w ith generally accepted  accounting 
principles. 

In accordance with Government Auditing Standards, we have also issued  a rep ort da ted  December 22, 
2003, on the Fifth Judi cial District Drug Court Inc's complian ce with laws, regulations, contracts and 
grants, an d our considera tion of the agency's in ternal contro l over f'm anciai re portin g. That report is an  
integra l part of an audit performed  in accordance with Govern ment Aud iting Standards an d should be re ad 

in conjunction with this report in considering the results of our audit. 

M onroe, Louisiana 
December 22, 2003 
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FIFTH JU DICIA L DISTRICT 
DRU G COURT, INC. 
Oak Grove, Louisiana 

Statem ent of Financial Position 
June 30, 2003 

ASSETS 
Restricted gran t receivable 

Offi ce furnishings an d equipment (net) 

TOTAL ASSETS 

LIABILITIES AN D NE T ASSETS 
Cash Overdraft 
Liabilities - 
Accounts payable 
Taxes, Penalty an d Interest Payable 
Total Liabilities 

Net A ssets: 
Unrestricted 
Tem porarily Restricted  
Total Net A ssets 

TOTAL LIABILITIES AND  NET A SSETS 

The accom panying notes are an in tegral part of this statem ent 
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St~ em e~  A 

$14,257 
14,216 

$28,472 

$2,498 

859 
7,136 
10,493 



FIFTH  JU D ICIAL DISTRICT 
DRU G COUR T, IN C. 
Oak Grove, Louisiana 

Statem ent of Activities 
For the Y ear Ended June 30, 2003 

UNRESTRICTED NET ASSETS 
Unrestricted revenues - other 
Net assets released from restrictions - restrictions satisfied by paym ents 

Total unrestricted  revenues 

Expenses 
Program services - 
Red uction of alcohol and drug abuse 
Total Expenses 
Incre ase in U nr estricted  N et A ssets 

TEM PORARILY RESTRICTED NE T ASSETS 
Grants: 
Federal 

N et assets released from restriction 
Decrease in Tem pora rily Restricted Net Assets 

INCRE ASE (DECRE ASE) IN  NET ASSETS 

NE T ASSETS AT BEG INNING O F YEAR 
A s previously reported  

Adjustment for unpaid income taxes (Note 5) 
Net Assets at Beginning of Year - Restated 

NE T AS SETS A T END  O F YEAR  

The accompanying notes are an  integral part of this statement. 
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Statem ent B 

$1,129 
122,222 
123.351 

1227222 
122.222 
1.129 

117,106 

(122,222) 
(5,116) 

(3,987) 

31,341 

(9,375) 
211966 



PR O G R AM  SER VICES 
Personal services 
Operating serv ices 
M aterials and supplies 
Tra vel an d other charges 
M iscellaneous Expenses 
Depreciation 

Total Functional Expenses 

FIFTH  JUDICIAL DISTRICT 
D RU G COURT, IN C . 
Oak Grove, Louisian a 

Statem ent of Functional Expenses 
For the Y ear  Ended June 30, 2003 

The accompanying notes are an integra l part of this statem ent 
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Statem ent C 

$16,000 
59,202 
18,044 
20,577 
4,746 
3,653 

$122~222 



FIFTH  JUD ICIAL DISTRICT 
DRUG COURT, IN C. 
Oak Grove, Louisiana 

Statem ent of Cash Flow s 
For the Year Ended June 30, 2003 

CASH  FLOW S FROM  O PERATING ACTM TIES 

Increase (decrease) in net assets 
Adjustments to reconcile increase in net assets to net cash 
provided  by operating activities: 
Depreciation 

Increase (Decrease) in grant funds rec eivable 
Increase in accounts payable 

Increase (Dec rease) in fLxed  Assets 
N et Cash U sed by Operatin g Activities 

NET IN CREASE (DECRE ASE) IN  CASH 

CASH  AT BEG INNING  O F YEAR  

CAS H  AT END O F YEAR  

The accom panyin g notes are an in tegral part of this statem ent. 
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Statem ent D 

($3,987) 

3,653 

(14,257) 
58 

(157382) 
(29,915) 

(29,915) 

27.417 



FIFTH JUD ICIAL DISTRICT 

D RU G COURT, IN C . 
Oak Grove, Louisiana 

N otes to the Financial Statem ents 
A s of and for the Y ear Ended June 30, 2003 

1. SUM M AR Y O F SIGNIFICAN T ACCO UN TIN G PO LICIES 

The Fifth Judicial District Drug Court, Inc (the Drug Court)., is a nonprofit organization pursuant 
to articles of incorporation filed pursuant to LA R.S. 12"201 - 12:269 (1950 as amended), whose purpose 
is to im plem ent a drug court progra m that will red uce crim e rates, reduce recidivism , alleviate continued 
drug abuse, assist dru g abusers in rehabilitating their lives and building a drug free fu ture ha a cost 

effective manner that will ultim ately reduce jail overcrowding and crime, thereby reducing costs to 
governm ental entities responsible for law enforcem ent. The organization is govem ed by a three m em ber 
board and serves the parishes of W est Carroll, Richlan d an d Fra nklin. 

A . BA SIS O F A CCO UN TIN G  

Th e accompan yin g fin ancial statements are prepared  on the accru al basis of 
accountin g in accordance with generally accepted  accounting principles. Revenues are 
rec ognized when they ar e earned, an d expenses are recognized  when they are in curred. 
Under Statement of Financial Accounting Statement No. 117, the Dru g Court is required 
to report in form ation regarding its financial position an d activities according to three 
classes of net assets: unrestricted  net assets, tem porarily restricted  net assets, and 
perm anently restricted  net assets. 

B. CO NTRIBUTIONS 

All contributions are considered  available for unr estricted  use unless specifically 
restricted by the donor. Fed eral fin ancial assista nce rec eived through the Lo uisiana 
Supre m e Court, is considered  tem po rarily restricted net assets because, in accordance with 
the grant agreem ent, it can only be expended  for specified  purp oses. W hen expenditures 
are m ade for those specifi ed purp oses the gra nt funds are no longer restricted an d are 
transferred to unr estricted  net assets. 

C. SUPPO RT AND REVENU E 

Th e Fifth Judicial District Drug Court, Inc. receives the majority of its support and 
revenue under fed eral/state gra nt agreem ents. In order to re ceive funding, the organization 
m ust comply with the contra ct provisions. 
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Fifth Judicial D istrict Drug 
Court, Inc. 

Oak Grove, Louisiana 

Notes to the Financial Statem ents 

D . ESTIM ATES 

The preparation of finan cial statem ents in co~ffonnity with generally accepted 
accounting principles som etim es re quires m anagem ent to m ak e estim ates and assum ptions 
that affect certain reported am ounts and disclosures. A ccordingly, actual results could 
differ from those estim ates. 

E. FURNITURE AND EQUIPM ENT 

Furniture an d equipm ent of the organization are capitalized  in  accordance with the 
W est Carroll Policy Jury's policy. However, title to the assets, which are  purchased with 
resources fro m state and federal grants, reverts to tile grantors should the contra ct be 
term in ated . 

Furn itu re and equipm ent are deprec iated  over an estim ated  useful life of three 
years, using the straight line method of depreciation. The Drag Court had fixed asset 
acquisitions in the am ount of $15,382.00 during the year ended  June 30, 2003. The 
followin g show s fixed assets an d accum ulated depreciation at June 30, 2003. 

Class of A sset 
Com puters and related 
Office furnishings and equipm ent 

Total assets 
Less accum ulated  dep rec iation 

N et assets 

F. IN COM E TAX STATUS 

$17,454 
8,510 
25,964 

(11,748) 

$147216 

A s previously stated , the Fifth Judicial District Dru g Court, Inc. is in corpora ted  

as a non-profit organization in accordance with Louisian a Revised Statutes (LSA-RS) 
12:201-269. The corp ora tion has applied to the Intern al Revenue Service for tre atm ent 

under Internal Revenue Code Section 501(c)(3). Accordingly, federal an d state tax 
liabilities have been recorded in accordance with tax tables in effect for corp orations. 

G . UN CO LLECTIBLE ALLOW ANCE 

The statem ents contain no provision for uncollectible accounts. All am ounts due 
from gra ntor ar e considered fully collectible. 



Fifth Judicial D istrict Drug 
Court, Inc. 

Oak Grove, Louisiana 
N otes to the Financial Statem ents 

H . R EN T EXPEN SE 

The Drug Court rents offi ce space pursuant to an operating lease. The lea se is 
m onth-to-m onth and can  be canceled by either party after providing a thirty-day notice. 

Rent expense for the year ended June 30, 2003 was $5,400. 

2. CASH 

At June 30, 2003, Fifth Judicial District Drug Court, Inc., had cash (book balan ces) totaling 
($2,498) in a sole demand account. For the purposes of the statement of cash flows, this is the only 
component of cash. Cash (ban k balances) are fuUy secured by federal deposit insurance. 

GRAN T FUNDING 

For the year ended June 30, 2003, the agency received  funding of $117,106 from the United  States 
Departm ent of H ealth an d Human Services passed  through the Louisiana Suprem e Court. 

Fifth Judicial District Dru g Court, Inc., is not involved  in an y litigation at June 30, 2003, nor is 
it aware of any unasserted claim s. 

PRIOR PERI OD ADJUSTM ENT 

Since the Drug Court has not f'ded for exempt status under Internal Revenue Code Section 

501(c)(3), the liability for fed eral and state income taxes reverts to the begimling of its operations. These 
am ounts ar e expected to be liquidated  from unrestricted  net assets. 
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Independent Auditors' R eport R equired 
by Governm ent A uditing Standards 

The following Independent Auditors' Report on Com pliance an d on Intern al Control Over 
Fin an cial Reporting Based on an Audit of Financial Statem ents Performed  in Accordance W ith 
Government Auditing Standards is presented in complian ce with the requirem ents of Government Auditing 
Standards, issued by the Comptroller General of the United States, and the Louisiana Governmental Audit 
Guide, issued by the Society of Louisiana Certified  Public Accounta nts and the Lo uisian a Legislative 

Auditor. 
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LITTLE &  A SSOCIA TES 
CERTIFIED PUBLIC ACCOUNTANTS 

Independent Auditors' R eport on Com pliance and on 
Internal Control O ver Financial R eporting win, TOOV u:rTL~ CPA CHARZ F$ R

. MARCHBANKS, JR., CPA 
Based on an Audit of Financial Statem ents 

Performed in Accordance W ith Government Auditing Standards 

FIFTH JUD ICIAL DISTRICT 
D RU G COURT, IN C . 

Oak Grove, Louisiana 

W e have audited the financial statem ents of Fifth Judicial District D rug Court Inc., as of and for the year 
ended June 30, 2003 and have issued our report thereon dated December 22, 2003. W e conducted  our 
audit in accordance w ith U .S. generally accepted audi ting sta nda rds and the sta nda rds applicable to 
finan cial audits Contained in Government Auditing Standards, issued  by the Comptroller General of the 
U nited  States. 

Com pliance  
A s part of obtaining reasonable assurance about whether Fifth Judicial District D rug Court Inc.' s fin ancial 
statem ents are free of m aterial m isstatem ent, we perform ed  tests of its com pliance with certain provisions 
of laws, regulations, contracts and gra nts, noncomplian ce with which could have a direct an d m aterial 
effect on the determ in ation of fm ancial am ounts. H owever, providin g an opinion on com pliance with 

those provisions was not an objective of our audit and, accordingly, we do not express such an  opinion. 
The re sults of our tests disclosed one instance of noncom pliance required  to be reported under 
Government Auditing Standards and is included in the accompanying sched ule of findings and questioned  
costs as Fin ding 03-01. 

Internal Control O ver Fin ancial Report in g 
In planning an d perform in g our audit, we considered Fifth Judicial District Dru g Court Inc. 's internal 
control over financial reporting in order to determ in e our auditing procedure s for the purpose of 
expre ssing our opinion on the fm ancial statem ents and not to provide assura nce on the internal control 
over financial reporting. Our considera tion of the internal control over financial reporting w ould not 
necessarily disclose all matters in the internal control over financial reporting that might be material 
weaknesses. A m aterial weakness is a condition in which the design or operation of one or m ore  of the 
intern al control com ponents does not red uce to a relatively low level the risk that m issta tem ents in 
am ounts that would be material in relation to the financial statem ents being audited  m ay occur an d not 
be detected  within a tim ely period by em ployees in the norm al course of perform ing their assigned 
functions. W e noted one m atter involving the internal control over fin ancial reporting an d its operation 
that we consider to be m aterial weaknesses. 
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FIFTH JU D ICIAL DISTRICT DRUG COURT, INC 
Oak Grove, Louisiana 

Independent Auditors' Report on Compliance an d 
Intern al Control Over Finan cial Reportin g, etc. 
June 30, 2003 

This rep ort is in tended solely for the inform ation an d use of the m embers of the Fifth Judi cial District 
Drug Court, m an agem ent of the Drug Court, the Louisiana Legislative Auditor, federal awarding 
agencies, and pass-through entities and is not intended to be an d should not be used  by an yone other than 
these specified  parties. Under Louisiana Revised Statute 24:513, this report is distributed by the 
Legislative Auditor as a public docum ent. 

M onroe, Louisiana 
Decem ber 22, 2003 



FIFTH JUD ICIAL DISTRICT DRU G COURT, IN C 
Oak Grove, Louisiana 

Schedule of Findings and Questioned Costs 
For the Year Ended June 30, 2003 

A. SUM M ARY OF AUD IT RESULTS 

2 

3 

Schedule 1 

The auditors' report expresses an unqualified opinion on the financial statem ents of 
Fifth Judicial District D rug Court, Inc. 

One in stance of noncomplian ce m aterial to the financial statem ents of Fifth Judi cial 
District Drug Court, Inc. was disclosed  dum ag the audit. 

No reportable conditions relating to the audit of the financial statem ents is reported  in  
the Indep endent A uditors' Rep ort on Internal Control. 

B. FIND ING S - FINAN CIAL STATEM ENTS AUDIT 

03-01 Failure to File Tax R eturns 

Th e Fifth District Drug Court did not file appropriate tax return s. The drug court had intended 

to file Form 1023, Application for Recognition of Exemption Under Section 501(c)(3) of the 
Internal Revenue Code. Because m an agement did not follow up on action, the application did not 
get completed  and fried . Consequently, the dru g court bec ame liable for fed eral and state incom e 
taxes re troactively. Also, because the tax returns were  not fried in anticipation of appro val of the 
exemption, in tere st and penalty also accrued on the tax liability. 

W e recom mend that the D ru g Court utilize the services of someone knowled geable in these tax 
m atters and file for tax exempt status as soon as possible. W e further recom m end th at the Drug 
Court file all required tax retu rns as soon as possible. 

-14- 



FIFTH JU DICIAL DISTRICT DRU G COURT, IN C 
Oak Grove, Louisiana 

Sum m ary Schedule of Prior Audit Findings 
For the Y ear Ended June 30, 2003 

Schedule 2 

The followin g provides information on the status of fmdings presented in the audit report for 
the year ended June 30, 2002 

02-01 Failure to File Tax Returns 

Th e Fifth District Drug Court did not f'de appropriate tax return s. Th e dru g court had intended 

to file Form 1023, Application for Recognition of Exemption Under Section 501(c)(3) of the 
InternalRevenue Code. Because managem ent did not follow up on action, the application did not 
get com pleted and filed. Consequently, the dru g court becam e liable for fed eral and state in com e 
taxes retroactively. Also, because the tax returns were not filed in anticipation of approval of the 
exemption, interest and penalty also accru ed  on the tax  liability. 

The agency filed for tax exempt status in November, 2003 
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GLEN W. STRONG 
JUDGE DIVISION A 

STATE OF LOUISIANA 

TO W H OM  IT M AY CON CERN 

WEST ~  I~RlflH COUR'II-IOUSIE BLO6. 
P.O. BOX 1208 

OAK GROVe, LA. 7t263 
Telephone: (318) 428-42114 

Fax: (318)428-8265 

Re: Finding - Failure To File Tax Returns 

The Fifth District Drug Court filed the application for exemption Novem ber, 2003 
W e are waiting for further  instructions from  the Internal Revenue Service. 

GW S/sbj 

Very truly your s, 


