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1"o the Board of D irectors, 
East Jefferson Com nm nity H ealth Center, lnc 

W e have audited the accom panying statem ent of financial position of East Jefferson Com m unity 

llealth Center, Inc. (the Health Center) (a nonprofit corporation) as & June 30, 1999, and the related 
slalem enls of activities and cash flows for the year then ended. These financial statem ents are the 
responsibility of the Health Center's m anagem ent. Our responsibility is to express an opinion on these 
financial statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards and the 
slandards applicable to financial audits contained in Governm ent Audiling Standards, issned by the 
Com ptroller General of the U nited States. Those standards required that we plan and perform the 
attdit to obtain reasonable assurance about w hether the financial statem ents are fiee of m aterial 
m isstalem ent. An audit includes exam ining, on a test basis, evidence supporting the anaounts and 
disclosures in the financial statem ents. A n audit also includes assessing the accounting principles used 
and significant estim ates m ade by m anagem ent, as w ell as evaluating the overall financial statem ent 
presenlalion. W e believe that our audit provides a reasonable basis for out" opinion. 

In our opinion, the fi|m ncial statem ents referred to above present fairly, in all m aterial respects, 
the financial position of East Jefferson Com m unity H ealth Center, Inc. as of June 30, 1999, and the 
changes in its net assels and its cash flow s for the year then ended in conform ity w ith generally 
accepted accounting principles. 

In accordance with Government/M~ Slalad~d~, we have also issued our report dated 
D ecem ber 21, 1999, on our consideration of East Jefferson Com m unity H ealth Center

, lne.'s internal 
control over financial reporting and our tests of its com pliance w ith certain provisions of law s

, 

regulations, contracts and grants. 
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The year 2000 supplem entary inform ation on page 18 is not a required part of the basic financial 
statem ents but is supplem entary inform ation required by the Governm ental A ccounting Standards 
Board. W e have applied certain lim ited procedures, which consisted principally of inquiries of 
m anagem ent regarding the m ethods of m easurem ent and presentation of the supplem entary 
inform ation. How ever, w e did not audit the inform ation and do not express an opinion on it. In 
addition, w e do not provide assurance that East Jefferson Com m unity H ealth Center, Inc. is o1 w ill 
becom e year 2000 com pliant, that East Jefferson Com m unity H ealth Center, lnc.'s year 2000 
rem ediation efforts w ill be successful in w hole or in part, or that parties w ith w hich East Jefferson 
Conm aunity Health Center, Inc. does business are or w ill becom e year 2000 com pliant. 

O ur audil w as performed for the purpose of forming an opinion on the basic financial statem ents 
of East Jefferson Com m unity H ealth Center, Inc. taken as a w hole. The accom panying schedule of 
expenditures of federal awards as required by U .S. Office of M anagem ent and Budget Circular A-133

, 

is presented for purposes of 
additional analysis and is not a required part of the basic financial statem ents of East Jefferson 

Community Health Center, Inc. Such information has been subjected to the auditing procedures 
applied in the audit of the basic financial statem ents and, in our opinion, is fairly stated

, in all m aterial 
respects, in relation to the basic financial statem ents taken as a w hole. 

As shown in the financial statem ents, the Health Center incurred a $116,566 decrease in net 
assets during the year ended June 30, 1999, and its total liabilities exceed its current assets by 
$195,011. In addition, the Health Center has incurred similar decreases since its inception. Those 
factors, am ong others, as disclosed in N ote 15

, raised substantial doubt about the H ealth Center's 
ability to continue as a going concern. M anagem ent's plans in this regard also are described in N ote 

15. These financial statements do not include any adjustments that might result from the outcome of 
this uncertainty. 

N ew Or/eans, La,, 
D ecem ber 21, 1999 
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Expenses 
A ccounting fees 
Bad debts 
Consultant fees 
Contract physicians 
D epreciation 
D ues and subscriptions 
Equipm ent rental 
ltealth insurance 
Interest 
Lab and pharm acy fees 
Liability and w orkm an's com p insurance 
Litigation expense 
M alpractice insurance 
M arketing expense 
M eals and entertainm ent 
M iscellaneous 
O ffi ce expense 
Payroll taxes 

Payroll taxes - interest and penalties (Note 5) 
Postage 
Professional fees 
Repairs and m aintenance 
Salaries and w ages 
Supplies 
Taxes and fees 
Telephone 
Transportation 
Travel 

Total expenses 

Increase (Decrease) In Net Assets 

N et A ssets 
I3eginning of year 

End of year 

See notes lo financial statem ents 

E xhibit B 

(Continued) 

Tem porarily 
U nrestricted Restricted Total 

4,890 
17,504 
15,000 
170,747 
62,465 
12,676 
20,023 
13,379 
2,353 
17,126 
12,935 
4,706 
4,482 
1,613 
2,229 
1,646 
14,806 
25,309 
34,010 

983 
33,634 
23,040 
238,046 
13,426 
3,312 
12,310 
9,802 
2,167 
11.763 

786.382 

4,890 
17,504 
15,000 
170,747 
62,465 
12,676 
20,023 
13,379 
2,353 
17,126 
12,935 
4,706 
4,482 
1,613 
2,229 
1,646 
14,806 
25,309 
34,010 

983 
33,634 
23,040 
238,046 
13,426 
3,312 
12,310 
9,802 
2,167 
11.763 

786,382 

28,285 (144,851) (116,566) 

154.685 659.004 813.689 

$ 182,970 $ 514,153 $ 697.123 



 



 



 



 

Exhibit D 

(Continued) 

Note I - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

f. Property and E quipm ent 

Property and equipm ent acquisitions are recorded at cost. D onated property is 
recorded at its fair m arket value at the date of receipt, which is then treated as cost. 
D epreciation is provided for each class of depreciable assets and is com puted on 
the straight-line m ethod using estim ated useful life as show n below : 

Estim ated U seful 
Classification ~ fe in Year~  

Building 
Furniture and equipm ent 

g. Third-Party Contractual Adjustments 

29 
5 -10 

Retroactively calculated third-party contractual adjustments are accrued on an 
estim ated basis in the period the related services are rendered. N et patient service 
revenue is adjusted as required in subsequent periods based on final settlements. 
N o accruals w ere required at June 30, 1999. 

h. N et Patient Service R evenues 

N et patient service revenue is reported at the estim ated net realizable am ounts fi'om  
patients, third-party payors, Jefferson Parish Council and others for services 
rendered. 

i. Statem ent of C ash Flow s 

For the purpose of reporting cash flows, the H ealth Center considers all highly 
liquid investm ents purchased w ith a m aturity of three m onths or less to be cash 
equivalents. There w ere no cash equivalents at June 30, 1999. 



 

Exhibit D 

(Continued) 

Note I - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

j. Income Taxes 

The Health Center has been recognized by the Internal Revenue Service (IRS) as 
a nonprofit corporation as described in Sec. 501 (c)(3) of the Internal Revenue Code 
(1RC) and is exempt from federal income taxes on related income pursuant to See. 
501(a) of the IRC. 

Note 2 - CO N CENTR ATIO N O F CREDIT RISK  

The Health Center has its principal offi ce in River Ridge, Louisiana. M edical serv ices are 
provided to patients who reside prim arily in the H arahan and River Ridge area. The 
ttealth Center grants credit w ithout collateral to its patients under third-palay payor 
agreem ents. 

N ote 3 - R E STR IC T IO N S O F N ET A SSET S 

The H ealth Center classifies the following funding sources as tem porarily restricted and 
accounts for the assets, liabilities, revenues and expenses attributable to: 

1994 Department of Housing and Urban Development (ItUD) Community 
D evelopm ent Block G rant - These funds w ere used for tile acquisition of certain 
m edical equipm ent along w ith construction cost related to the m edical clinic. 

~ Jefferson Parish L and D onation - This fund accounts for the value of property 
donated to the Health Center for the m edical clinic construction. 

~ State of Louisiana - H IV/AID S Program  - These funds are to be used for the 
treatm ent and education of the H IV/A IDS. 

East Jefferson G eneral H ospital G rant - These funds were used for the M edical 
D irector's salary and benefits. A ll funds w ere released as of June 30, 1999. 



 



N ote5 - PA Y R O LL TA X ES PA Y A BLE 

Exhibit D 

(Continued) 

Payroll taxes payable and related interest and penalties at June 30, 1999 consisted of the 
follow ing: 

Interest 
and 

Federal withholding and FICA 
State wilhholding 
State unem ploym ent 

Totals 

~ _ Penalties TotaL _ 

$124,122 
12,568 

_ I_0A 06 

$54,324 
4,614 
3,1R4 

$178,446 
17,182 
13,6RQ 

D uring 1998, the H ealth Center entered into an installm ent agreem ent in the am ount of 
$83,086 w ith the 1RS for outstanding payroll taxes owed for the period December 1996 
through December 1997. M onthly paym ents of $4,000 including interest are due until 
paid in full. Interest w ill be calculated at the applicable Federal rate. A s of June 30, 1999, 
one m onthly installm ent has been m ade under this agreem ent. 

The above am ounts include certain underpaym ent of payroll taxes for the period January 
1998 to June 1998 and nonpaym ent of all payroll taxes for the period January 1999 to June 
1999. The Health Center did tim ely deposit payroll taxes ow ed the IRS for the period July 
1998 to D ecem ber 1998. 

Also, payroll taxes owed for the period July 1, 1999 to Septem ber 30, 1999 of $19,023 
have not been paid. The H ealth Center began paying its current payroll taxes as of 
October 1, 1999. The Health Center is currently negotiating with the IRS and the State of 
Louisiana as to arrangem en.ts to pay all outstanding payroll taxes, interest and penalties 
for the period D ecem ber 1996 to Septem ber 1999. 

N ote 6 - LO N G -TER M  D EBT 

D uring 1998, the H ealth Center entered into a 13%  note for the purchase of furn iture in 
the amount of $16,992. Paym ents are due in sixty m onthly installm ents of $387 including 
interest. 



Note 6- LONG-TERM  DEBT (Continued) 

A g~,regate m aturities of the note payable at June 30, 1999 are as follow s 

Y ear Ending 
_  June~X)~__  

2000 
2001 
2002 
2003 

Total 

N ote 7 - M AJO R FIN A N C IA L SU PPO R T 

..~flnount 

$ 3,031 
3,146 
3,890 
3,652 

Exhibit D 

(Continued) 

in August 1995, the Board of D irectors of the East Jefferson G eneral H ospital agreed to 
fund up to one m illion dollars toward the following areas: $500,000 for capital costs and 
$500,000 for the m edical director's salary and benefits to be received in four annual 
installments of $125,000. 

The Health Center received three instalhnents of $125,000 prior to 1999 for the medical 
director's salary and benefits. For the year ended June 30, 1999, the fourth and final 
installment for the m edical director's salary of $125,000, which was accrued as of June 
30, 1998, was received in July 1998, As of June 30, 1999, $500,000 had been received for 
capital costs. 

The Jefferson Parish Council entered into a cooperative agreem ent w ith the ltealth Center 
to provide funding not to exceed $300,000 from the Parish's Departm ent of Community 
D evelopm ent Program for certain staffi ng and operation expenses at the Health Center for 
the year ended June 30, 1999. The Parish has agreed to pay the H ealth Center the funds 
at the rate of $74 per visit for patients not covered by private insurance or other 
governm ental program s. For the year ended June 30, 1999, the H ealth Center earned 
$300,000 under the cooperative agreem ent which is included in net patient service 
revenue. As ofJune 30, 1999, theHealth Center received $276,024 of the $300,000 w ith 
the rem aining $23,976 collected after year end. 



Note 7 - M AJOR FINANCIAL SUPI)ORT (Continued) 

Exhibit D 

(Continued) 

Also during the year ended June 30, 1999, the Health Center received $125,891 fi'om the 
D iscretionary Funds of the Jefferson Parish Council to assist w ith staffing and operation 

expenses. 

N ote 8 - FUN CTIO NAL EX PEN SES 

Expenses have been reported on the statem ent of activities by natural classification for the 
year" ended June 30, 1999. To present total expenses by functional classifications, 

expenses are charged to program services and supporting services (management and 
general expenses) on the basis of management's estimate of periodic time and expense 
evaluations. M anagem ent and general expenses include those expenses that are not 
directly identifiable w ith any other specific function, but provide for the overall support 
and direction of the H ealth Center. 

The expenses for the year ended June 30, 1999 are allocated by function as follow s 

Program  services 
Supporting serv ices: 

M anagem ent and general 

Total 

Note 9 - OFFICE AND EQUIPM ENT LEASES 

$624,882 

161,5A)0 

A s of June 30, 1999, the ttealth Center had offi ce and equipm ent operating leases as 
follow s: 

~ M obile Offi ce - Lease with W illiam s Scotsm an in the amount of$913 a mouth for 
a period of 36 m onths. 

~ Postage M eter - Lease with Great Am erica Leasing in the am ount of $41 a m onth 
for a period of 36 m onths. 

~ Copier - A lease with Xerox Corporation in the am otm t of $495 a m onth for a 
period of 60 m onths. 
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Note 9 - OFFICE AND EQUIPM ENT LEASES (Continued) 

Exhibit D 

(Conlinued) 

The follow ing is a schedule by year of m inim um lease paym ents under the above leases 
at June 30, 1999: 

Year Ending 

June 3~I  

2000 
2001 
2002 

Total 

A m ounL 

$17,880 
12,659 

_~ 455 

Total lease paym ents were $18,975 for the year ended June 30, 1999 

N ote 10 - C A SH  FLO W  IN FO R M AT IO N 

(;ash paym ents of interest expense during the year totaled $2,353 

N ote 11 - C O N T IN G EN C Y  

In M ay 1995, the Health Center was awarded a grant of $452,000 by the Jefferson Parish 
Council from  their Com m unity Developm ent Block Grant Fund. The term of the grant 
provides for repaym ent under certain conditions w hich generally relate to a change in 
ow nership from  a nonprofit organization to a for-profit organization or changes in uses of 
such assets procured w ith the grant funds. These term s w ill rem ain in effect until the year 
2015. 

N ote 12 - JUD G EM EN TS, C LA IM S A N D SIM ILA R C O N TIN G EN C IES 

M anagem ent believes there is no m aterial litigation pending against the Health Center at 
June 30, 1999. 

The Health Center receives funding from various federal and local govern m ent program s 

which are subject to final review and approval as to allowable expenses by the respective 
grantor agencies. A ny settlem ents or expenses arising out of a final review are recognized 
in the year in w hich agreed upon by the agency and the H ealth Center. A lso, 



 

Exhibit D 

(Continued) 

Note 12 - JUDGEM ENTS, CLAIM S AND SIM ILAR CONTINGENCIES (Continued) 

it is m anagem ent's opinion that any audits by the grantor agencies w ould not produce 
disallowed program costs and liabilities to such an extent that they would m aterially affect 

the Health Center's financial position. 

Note 13 - ECO N O M IC DEPEN DEN CY 

The Health Center receives the majority of its revenue from funds provided through a 
cooperative agreem ent w ith the Jefferson Parish Com m unity D evelopm ent D epartm ent. 
The am ounts are appropriated each year by the Jefferson Parish Council. If significant 
budget cuts are m ade by the Parish, the funds that the H ealth Center receives could be 
reduced significantly and have an adverse im pact on its operations. The Health Center has 

been approved to receive federal funding not to exceed $300,000 from the Jefferson Parish 
Com nm nity D evelopm ent D epartm ent through its 1998 Com nm nity D evelopm ent Block 
Grant under a cooperative agreem ent for the period July 1, 1999 to June 30, 2000. 

N ote 14 - R ISK  M A N A G EM ENT 

The llealth Center is exposed to various risks of loss fiom torts; theft of, dam age to, and 

destruction of assets; business interruption; errors and omissions; employee injuries and 
illnesses; natural disasters; and em ployee health and accident benefits. Com m ercial 
insurance coverage is purchased for claim s arising from  such m atters. Settled claim s have 
not exceeded this com m ercial coverage in any of the two preceding years. 

N ote 15 - G O IN G C O N C ER N 

The Health Center incurred a decrease in net assets of$116,566 for the year ended June 
30, 1999. The Health Center's total liabilities exceed its current assets by $195,011 at June 
30, 1999. This w orking capital deficit resulted in the Health Center not m eeting its current 
obligations to rem it em ployer and em ployees' payroll taxes. 

On June 30, 1998, the Health Center incurred a decrease in net assets of $434,931. In 
comparison from 1998-1999, the decrease in net assets improved from the $434,931 deficit 
for the year ended June 30, 1998 to a $116,566 deficit for the year ended June 30, 1999, 
a difference of $318,365. The Health Center's liabilities of $289,642, which 72% is 
payroll taxes will be absorbed by funding allocated to the ttealth Center in February 2000. 
The Board of D irectors and m anagem ent are w orking w ith the IRS to have 100%  oflhe 
trust fund paid mad abatem ent of interest and penalties before the year endiug June 30, 
2000. 



 



 



V ~ A R 2000 .~llPP1 ,~ M ~ N T A R V  1N IT~ R M A T |~ N  

East Jefferson Com m unity H ealth Center, Inc. 

For the year ended June 30, 1999 

(Unaudited) 

Exhibit E 

The year 2000 issue is the result of shortcom ings in m any data processing system s and 
other electronic equipm ent that m ay adversely affect the H ealth Center's operations. 

East Jefferson Com m unity Health Center, Inc. has com pleted an inventory of com puter 
system s and other electronic equipm ent that m ay be affected by the year 2000 issue and that is 
necessary to conducting the Health Center's operations. The H ealth Center updated som e of its 
com puter system s during the year ended June 30, 1999 and is confident that all other com puter 
system s are year 2000 com pliant. The H ealth Center does not plan to purchase any additional 
equipm ent during tile rem ainder of the year. 

Because of the unprecedented nature of the year 2000 issue, its effects and the success of 
related rem ediation efforts will not be fully detelTninable until the year 2000 and thereafter. 
M anagem ent cannot assure that tile H ealth Center is or w ill be year 2000 ready, that the H ealth 
Center's rem ediation efforts w ill be successful in w hole or in part, or that parties w ith w bom  the 
Health Center does business w ill be year 2000 ready. 



 



B o u rg e o is B e n n e tt 

R ~ P(~R T  O N  ~ (~l~4P1.1A N C ~ A N D  (~N  1N T ~ R N A 

C O NTR " - ]~TING BA SED  
~ N  AN  A 1]D IT  CIF Ii'IN A N C 1A I, .qT A T E M ~ N T ,q 

P~ I/i~(~R M ~ I'~ IN  A ('I'~I-II/D A N C E W IT H  

~ V ~ R N M I~N T A IID IT IN C~ ~qT A N D A R H ,q 

To the Board of D irectors, 
East Jefferson Com m unity H ealth Center, ]no 

W e have audited the financial statem ents of East Jefferson Com m unity Health Center, Inc. as 
of and for the year ended June 30, 1999, and have issued our report thereon dated D ecem ber 21, 1999. 
W e conducted our audit in accordance w ith generally accepted auditing standards and the standards 
applicable to financial audits contained in 
General of The United States. 

C om l)liance 

: issued by the Com ptroller 

A s part of obtaining reasonable assurance about whether East Jefferson Com m unity llealth 
Center, lnc.'s financial statem ents are free of m aterial m isstatem ent, w e perform ed tests of its 
com pliance w ith certain provisions of laws, regulations, contracts and grants, noncom pliance w i(h 
which could have a direct and m aterial effect on the determ ination of financial statem ent am ovnts. 

I l owever, providing an opinion on compliance with those provisions was not an objective of our audit 
and, accordingly, w e do not express such an opinion. The results of our tests disclosed no instances 
of noncom pliance that arc required to be reported under 

Internal C ontrol O ver Financial R eporting 

s 

In planning and perform ing our audit, we considered East Jefferson Com munity Health Center, 
lnc.'s internal control over fnancial reporting in order to determ ine our auditing procedures for the 
purpose of expressing our opinion on the financial statem ents and not to provide assurance on the 
internal control over financial reporting. H owever, we noted certain m atters involving the internal 
control over financial reporting and its operation that w e consider to be reportable conditions. 

134OW estTunoel Bird, Suite 430 
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Repollablc conditions involve m atters com ing to our attention relating to significant deficiencies in 

the design or operation of the internal control over financial reporting that, in our judgement, could 
adversely affect East Jefferson Com m unity H ealth Center, Inc.'s ability to record, process, sum m arize 
and report financial data consistent w ifll the assertions of m anagem ent in the financial statem ents. The 
reportable conditions are described in the accom panying schedule of findings and questioned costs 
as item s 99-1 through 99-7. 

A m aterial w eakness is a condition in w hich the design or operation of one or m ore of the 
intern al control com ponents does not reduce to a relatively low level the risk that m isstatem ents in 
am ounts tbat w ould be m aterial in relation to the financial statem ents being audited m ay occur and 
not be detected w ithin a tim ely period by em ployees in the norm al course of performing their assigned 
functions. O ur consideration of tbe internal control over financial reporting w ould not necessarily 
disclose all m alters in the internal control that nfight be reportable conditions and, accordingly, would 
not necessarily disclose all reportable conditions that are also considered to be m aterial w eaknesses. 
H ow ever, of the reported conditions described above, w e consider item s 99-1,99-2, 99-4 and 99-5, 

to be m aterial w eaknesses. 

Tiffs report is intended for the information of the B oard of D irectors, m anagem ent, the 
Legislative A uditor for the State of Louisiana, federal aw arding agencies and pass-through entities 
and is not intended to be and should not be used by anyone other than these specified parties. 

N ew Orleans, La., 
D ecem ber 21, 1999 
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B o u rg e o is B e n n e tt 

IN A C~ O RDANg2E W LTH~O M B 
CIRC~  

To the Board of D irectors, 
East Jefferson Com m unity H ealth Center, Ine 

C om pliance 

types 

ended June 30, 1999. East Jefferson Community Health Center, Ine.'s major federal program is 
identified in the sum m ary of auditor's results section of the accom panying schedule of findings and 

questioned eosls. Compliance with the requirements of laws, regulations, contracts and grants 
applicable to its major federal program is the responsibility of East Jefferson Community Health 
Center, lnc.'s m anagem ent. O ur responsibility is to express an opinion on East Jefferson Com m unily 

lteallh Center, ]nc.'s com pliance based on our audit. 

W e conducted our audit of com pliance in accordance w ith generally accepted auditing 
standards; the standards applicable to financial audits in Governm ent Auditing Standards, issued by 
the Comptroller General of the United Slates; and OM B Circular A-133, AudJLs~f_Slales, Local 
GoycrjmaenL%_mzd Non-P~rotit Organizations. Those standards and OM B Circular A-133 require that 
w e plan and perform the audit to obtain reasonable assurance about whether noncom pliance w ith the 
types of com pliance requirem ents refelTed to above that could have a direct and m aterial effect on a 

major federal program occurred. An audit includes examining, on a test basis, evidence about East 
Jefferson Com munity Health Center, Ine.'s com pliance w ith those requirem ents and perform ing such 
other procedures as we considered necessary in the circumstances. W e believe flaat our audit provides 
a reasonable basis for our opinion. Our audit does not provide a legal determ ination of East Jefferson 
Com m unity H ealth Center, lnc.'s com pliance w ith those requirem ents. 

1340 W est Tunnel Bird,. Suite 430 
I~ O. Box 2168 
Houma. LA 70361-2168 
Phone (504) 868-0139 
Fax (S04) B79-t949 
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In our opinion, East Jefferson Com m unity Health (.'enter, Inc. com plied, in all m aterial respects, 

with the requirements referred to above that are applicable to its major federal program for the year 
ended June 30, 1999. 

Internal C ontrol O ver C om pliance 

The m anagem ent of East Jefferson Com m unity Health Center, Inc. is responsible for 
establishing and m aintaining effective internal control over com pliance w ith requirem ents of law s, 
regulations, contracts and grants applicable to federal program s. In planning and perform ing our 
audit, w e considered East Jefferson Com m unity H ealth Center, Inc.'s internal control over com pliance 

with requirements that could have a direct and material effect on its major federal program in order 
to determ ine our auditing procedures for the purpose of expressing our opinion on com pliance and to 
test and report on intenm l control over com pliance ill accordance w ith OM B Circular A-133. 

W e noted a certain m atter involving the internal control over com pliance and its operation that 
w e consider to be a reportable condition. Reportable conditions involve m atters com ing to our 
attention relating to significant deficiencies in the design or operation of the internal control over 

compliance that, in our judgment, could adversely affect East Jefferson Community llealth Center, 
lnc.'s ability to administer a major federal program in accordance with applicable requirements of 
law s, regulations, contracts and grants. The reportable condition is described in the accom panying 
schedule of findings and questioned costs as item 99-8. 

A m aterial w eakness is a condition in w hich the design or operation of one or m ore of the 
internal control com ponents does not reduce to a relatively low level the risk that noncom pliance w ith 
applicable requirem ents of laws, regulations, contracts and grants that would be m aterial in relation 
to a major federal program being audited may occur and not be detected within a timely period by 
em ployees in the normal course ofperfol~ning their assigned functions. O ur consideration of the 
internal control over com pliance w ould not necessarily disclose all m atters in the internal control that 
m ight be reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions that are also considered to m aterial w eakness. H ow ever, w e consider item 99-10 to be a 
m aterial w eakness. 
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Section 1 

a) 



Seclion I - Summary of Auditor's Results (Continued) 

c) Identification of M ajor Program 

CFDA Number(s) 

14.218 

Dollar threshold used to distinguish 
betw een Type A and Type B program s 

Auditee qualified as a low -risk auditee? 

Section 11 - Financial Statem ent Findings 

lniernal C ontrol 

Com m unity D evelopm ent B lock G rant 

$300,00Q 

_ __  yes ~ 2_ no 

99-1 C riteria - Cash disbursem ents should be supported by invoices, all canceled checks 
should be kept and invoices should contain docum entation of general ledger distribution. 

Condition - During the testing of cash disbursem ents the follow ing was noted 

~ Som e disbursem ents w ere not properly supported by an invoice 

~ Som e canceled checks could not be located 

~ Som e invoices did not contain docum entation as to which general ledger account 
the expense w as charged. 

Questioned Costs - None noted 

Context - This condition was reported in the previous audit 

Effect - Invoices being paid m ore than once, checks could be w ritten to the incorrect 
person and invoices could be coded to the incorrect general ledger expense account. 

C ause - Som e invoices and canceled checks w ere lost or discarded and som e invoices 
did not contain docum entation as to w hich general ledger account the expenses w ere 
charged. 
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Section 11 - Financial Statement Findings (Continued) 

Internal Control (Continued) 

99-1 (Continued) 

R ecom m endations - Steps should be taken to ensure that invoices and canceled checks 
are retained to support all disbursem ents. Steps should also be taken to ensure the 
invoices contain the appropriate docum entation w ith respect to general ledger expense 
distribution. 

V iews of Responsible O ffi cials of the Auditee W hen There is a D isagreem ent W ith 
Findings, to the Extent Practical - N one. 

99-2 C riteria - There should be a reconciliation of the accounts receivable subledger to the 
general ledger control account. 

C ondition - Patient service revenue accounts receivable subsidiary ledger is not 
reconciled to the general ledger control account on a m onthly basis. 

Questioned Costs - None noted 

C ontext - This condition w as reported in the previous audit 

Effect - Erroneous receivables w ere reported to the funding agencies, incorrect billing 
to patients and third parties. 

C ause - There w as no reconciliation betw een the accounts receivable subledger and the 
general ledger control account 

Recom m endations - Patient service revenue accounts receivable subsidiary ledger 
should be reconciled to the general ledger control account on a m onthly basis. 

V iew s of R esponsible O ffi cials of tile A uditee W hen There is a D isagreem ent W ith 
Findings, to the E xtent Practical - N one. 

99-3 C riteria - G eneral ledger salary accounts should be reconciled to IllS Forms 941 on a 
quarterly basis and Form s 941 should be reconciled to IRS Form W -3 at year end. 
Payroll taxes should be paid on a cunent basis. 
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Section 11 - Financial Statement Findings (Continued) 

Internal Control (Continued) 

99-3 (Continued) 

C ondition - Reconciliations of Fom as 941 and general ledger salary accounts are not 
perform ed. Reconciliations of Form s 941 to the W -3 are not perform ed. A lso, during 
the year, the Health Center had unfiled payroll tax returns. A s of June 30, 1999, the 
H ealth Center had unpaid payroll taxes and related penalties and interest for payroll 
periods ending through June 30, 1999. 

Questioned Costs - None noted 

C ontext - This condition was reported in the previous audit 

Effect - A ccum ulation of penalties and interest due to the nonpaym ent of payroll taxes, 
errors in the general ledger, Form s 941, W -3 and other payroll tax returns due to 
reconciliations not being com pleted. 

C ause - Lim ited cash flow prevented proper paym ent of payroll taxes. The client did 
not reconcile Form s 941 to general ledger or Form s 941 to W -3. 

R ecom m endations - All unpaid payroll taxes and associated penalties and interest 
should be paid im m ediately. G eneral ledger should be reconciled to Form s 941 and 
Form s 941 should be reconciled to W -3. 

V iew s of R esponsible O ffi cials of the A uditee W hen There is a D isagreem ent W ith 
Findings, to the Extent Practical - N one. 

99-4 Criteria - As discussed in finding 99-8, the Health Center does not have an appropriate 
segregation of duties. 

99-5 C riteria - Collections from  all patients and third parties should be actively pursued 

Condition - The Health Center does not subm it request from patients and third-party 
payors reim bursem ent on a tim ely basis. The H ealth Center does not effectively pursue 
collections from  patients or third-party payors. 

Questioned Costs - None noted 
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Section 11 - Financial Statement Findings (Continued) 

Internal Control (Continued) 

99-5 (Continued) 

C ontext - This condition w as reported in the previous audit 

Effect - Possible unrecovery of funds which w ere not filed in a tim ely m atter 

C ause - Bills for patients are not sent on a m onthly basis and third party billings are not 

rebilled in a tim ely m atter. 

R ecom m endations - To im prove cash flow , the llealtb Center m ust im plem ent a system  
for collection from patients and third-party payors. 

V iew s of R esponsible O ffi cials of the A uditee W hen There is a l)isagreem ent W ith 
Findings, to the E xtent Practical - N one. 

99-6 Criteria - Cash receipts based on daily reports should be reconciled to bank deposits and 
support for deposits should be kept w ith the deposit slips. ,'~ 

Condition - D eposits include several days of activity w ithout a reconciliation to daily 
batch sheets and support is not kept w ith the deposits. 

Q uestioned Costs - None noted 

C ontext - This condition w as not reported in the previous audit 

Effect - Deposits cannot be traced to support to determ ine if am ounts being deposited 
are com plete. 

Cause - Reconciliations to the batch reports are not com pleted and support is not kept 
w ith the deposit slips. 

Recom m endations - Reconciliations to daily batch sheet should be com pleted when a 
deposit is prepared and check copies and batch report totals should be stapled to the 
deposit slip and filed by date. 
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Section 11 - Financial Statement Findings (Continued) 

Internal Control (Continued) 

99-6 (Continued) 

99-7 

V iew s of Responsible O ffi cials of tile A uditee W hen There is a D isagreem ent W ith 
Findings, to the E xtent Practical - N one. 

C riteria - 1RS Form s 1099 should be filed for any independent contractor in which fees 

exceed $600 

Conditions - Not all independent contractors who earned m ore than $600 received 
Form s 1099. 

Q uestioned Cost - None noted 

Context - This condition was not reported in the previous audit 

Effect - Independent contractor m ay not report earnings on their tax return  and the 
H ealth Center m ay be penalized for non-filing of Form s 1099. 

Cause - Incom plete records at the end of 1998 

R ecom m endations - A ll inform ation should be obtained from independeut contractors 
prior to paym ent and Form s 1099 should be issued to all independent contractors paid 

m ore than $600. 

Section 11I - Federal Award Findings and Questioned Costs 

Internal C ontrol 

99-8 C riteria - There should be segregation of duties for the review of invoices, coding 
invoices, processing invoices for paym ent and having checks signed. 

C ondition - O ne person is responsible for review ing invoices, coding invoices to the 
program , processing invoices for paym ent, signing checks, and requesting funds fi'om  
Jefferson Parish for paym ent of invoices. On occasion, the person who is responsible 
for reconciling bank statem ents and posting receipts and disbursem ents to the general 
ledger perform s the previously nrentioned duties. 



 



 



RC ItE D 1]I~E O F PR IO R V E A R A U D IT FIN D IN G S A N D 

East Jefferson C om m unity H ealth C enter, Inc 

For the year ended June 30, 1999 

Section 1 - Internal C ontrol and C om pliance M aterial to the Financial Statem ents 

Internal C ontrol 

98-1 R ecom m endation - Steps should be taken to ensure that invoices contain the appropriate 
docum entation w ith respect to approval, paym ent and general ledger expense distribution 
and invoices and canceled checks be retained to support all disbursem ents. A dditionally, 
advances for per diem  travel costs should be subsequently docum ented w ith actual 
invoices. 

M  anagem ent's R esponse - As of July 1998, new m anagem ent has tried to ensure that 
all invoices contained docum entation, including which general ledger account, the 
expense w as charged. U nresolved, see finding 99-1, in the accom panying Schedule of 

Findings and Questioned Costs. 

98-2 R ecom m endation - Patient service revenue accounts receivable and accounts payable 
subsidiary ledgers and general ledger cash accounts should be reconciled to the general 
ledger control account on a m onthly basis. 

M anagem ent's R esponse - Patient service revenue accounts receivable and accounts 
payable subsidiary ledgers and general ledger cash accounts are to be reconciled to the 
general ledger. U nresolved, see finding 99-2, in the accom panying Schedule of Findings 

and Questioned Costs. 

98-3 R ecom m endation - Reconciliations should be prepared quarterly betw een the Federal 
Form s 941 and general ledger salary accounts to ensure accurate reporting on Form 941. 
Unfiled payroll tax returns should be filed and current payroll tax return s should be filed 
by the required due date. A ll unpaid payroll taxes and associated penalties and interest 
should be paid im m ediately. 

M anagem ent's R esponse - Reconciliation's of Federal payroll form 941 and general 
ledger salary  account w as preform ed on a m onthly basis. U npaid payroll taxes and 
related penalties and interest for payroll periods ended through June 30, 1998 w as not 
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Section 1 - Internal Control and Compliance M aterial to the Financial Statements (Continued) 

Internal Control (Continued) 

98-3 (Continued) 

M anagemcnt's Response (Continued) - paid in accordance with the 1RS agreement on 
April 1998. On October 1999, M r. David Ram ey w ith the IRS, m et w ith the Board of 
D irectors. M r. Ram ey and the Board of D irectors are in the process of formulating a 
new agreem ent w ith the Internal Revenue Service in w hich East Jefferson Com m unity 
H ealth Center can m ake affordable paym ents or the Board w ill m ake arrangem ents that 
will pay the balance due in full or pay the trust fund, providing penalties and interest are 
w aived. Unresolved, see finding 99-3, ill the accom panying Schedule of Findings and 

Questioned Costs. 

98-4 Recom m endation - Supporting docum entation, calculations and explanations should be 

attached to all journal entries prior to being entered into the general ledger. All journal 
entries should be retained. 

M anagem ent's R esponse - Resolved, an independent accountant w as retained to ensure 

all adjusting journal entries recorded have supporting documentation, calculations and/or 
explanations for journal entries. 

98-5 R ecom m endation - Consideration should be given to having the expense reports of the 
Executive D irector approved by one of the M em bers of the Board of D irectors prior to 
being paid. 

M anagem ent's Response - Resolved, the Board of Directors im plem ented a policy that 
any check to file Executive D irector for expenses, salary increase, the Board Chairm an 
sign etc., m ore 'than $3,000. 

98-6 R ecom m endation - A s discussed in Item 98-12 the H ealth Center should m aintain an 
updated listing of fixed assets. 

M anagem cnt's R esponse - R esolved, a listing of the fixed assets is m aintained by the 
H ealth Center. 

34 



Section l - Internal Control and Compliance M aterial to the Financial Statements (Continued) 

Internal Control (Continued) 

98-7 Recom m endation - Balanced general ledgers should be m aintained for all m onths 
during the year as w ell as a com plete year-to-date general ledger for the Heath Center's 
fiscal year. Com plete payroll accounting records should be retained as support for all 

transactions. 

M anagem ent's Response - Resolved, balance general ledgers are m aintained for all 
m onths during the year as well as a com plete year-to-date general ledger for the llealth 

Center's fiscal year. 

98-8 R ecom m endation - A ll salaries should be approved by the Board of D irectors and 

included on the em ployee's W -2 at the end of the year. 

M anagem ent's R esponse - Resolved, the Past Executive D irector's W -2 w as not 
am ended by Payehex to reflect the unauthorized bonus. The unauthorized bonus is in 

process of review . 

98-9 R ecom m endation - A s discussed in Item  98-17, the H ealth Center should have an 

appropriate segregation of duties. 

M anagem ent's R esponse - As of July 1998, the H ealth Center has tried to achieve an 
appropriate segregation of duties. Those accounting duties are segregated between four 
office personnel. Unresolved, see finding 99-4, in the accom panying Schedule of 

Findings and Questioned Costs. 

98-10 R ecom m endation - To im prove cash flow , the H ealth Center m ust im plem ent a system  
for tim ely billing and collection from patients and third parties. 

M anagem ent's Response - The Health Center has chosen to upgrade the billing and 
accounting system by purchasing software from Health Pro Solutions which is a system 
designed specifically for com m unity health centers. For M edicare patients, who could 
not afford to pay, their account w as noted and a m edicare bad debt cost report w as filed. 

Unresolved, see finding 99-5, in the accompanying Schedule of Findings and Questioned 
Costs. 
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Section I - Internal Control and Compliance M aterial to the Financial Statements (Continued) 

C om pliance 

98-11 R ecom m endation - In the future, steps need to be taken to ensure that the financial 
slatem ents are w ithin six m onths of year end com pleted and audited. 

M anagem ent's R esponse - Resolved, the H ealth Center retained the services of an 
independent accountant to ensure financial statem ents are filed in a tim ely m anner. 

Section 11 - C om pliance and Internal C ontrol M aterial To Federal A w ard 

C om pliance 

98-12 R ecom m endation - The Health Center should m aintain a fixed asset listing in 
accordance w ith the property m anagem ent standards included in OM B Circular A -110 

as follow s: 

~ A description of the equipm ent. 
~ M anufacturer's serial num ber, m odel num ber, or other identification num ber. 
~ Source of equipm ent, including the aw ard num ber. 
~ W hether title vests in the recipient or the Federal Govern m ent. 
~ A cquisition date and cost. 
~ Inform ation from w hich one can calculate the percentage of Federal participation 

in the cost of the equipm ent. 
~ Location and condition of the equipm ent and the date the inform ation w as 

reported. 
~ U nit acquisition cost. 
~ U ltim ate disposition data, including date of disposal and sales price. 

M anagem ent's Response - Resolved, the Health Center m aintains a fixed asset listing 
in accordance w ith property m anagem ent standards included in OM B Circular A-110. 

98-13 R ecom m endation - The Health Center should begin subm itting accurate m onthly 
internal financial statem ents to the Jefferson Parish D epartm ent of Com nm nity 

D evelopm ent. 
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Section 1I - Compliance and Internal M aterial To Federal Award (Continued) 

Compliance (Continued) 

98-13 (Continued) 

M anagem ent's Response - Resolved, as of July 1998, the H ealth Center subm itted 
m onthly balance sheets to the Jefferson Parish departm ent of com m unity developm ent. 

98-14 Recom m endation - W e suggest the Health Center obtain short term financing to pay 
unrem itted payroll taxes as soon as possible. A dditionally, a m eeting w ith the Parish 
should be held im m ediately to discuss the H ealth Center's use of funds. 

M  anagem enPs R esponse - Resolved, as of July 1998, expense totaling approxim ately 

$42,000 were paid. Effective July 1998, the m ethod of reimbursem ent was changed to 
$74 per visit. This m ethod of reimbursem ent would help the Health Center m eet the 
eligibility incom e requirem ent and w ould help elim inate cash flow problem s. A s of June 
1999, the grant will continue to be reimbursed at $74 per encounter as agreed between 
the CDBG departm ent and the Health Center. 

98-15 R ecom m endation - The H ealth Center should follow  the recom m endations of the 
Jefferson Parish D epartm ent of Com m unity D evelopm ent and com plete the agreed- 
upon eligibility form for all patients receiving services at the Health Center. 

M anagcm cnt's R esponse - Resolved, as of July 1998, the policy changed. The llealth 
Center is required to m aintain docum entation regarding the incom e qualifications on 
only the patients that seek paym ent by CDBG . The Health Center will try to m aintain 
and continue to m aintain incom e qualifications on only the patients seeking health care 

assistance through the com m unity developm ent grant. 

Internal C ontrol 

98-16 R ecom m endation - D ocum entation of calculations regarding program incom e should 
be retained in order to support the am ounts reported to the granting agency. 

M anagem ent's R esponse - Resolved, as of July 1998, the H ealth center has 
docum entation to support calculations of program  incom e generated by CD BG funding. 
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M A N A ~ E M I~.N T t~ C O R R E C T IV E A C T IO N  PI,AN  O N 

E ast Jefferson C om m unity H ealth C enter, Inc. 

For the year ended June 30, 1999 

Section I - Com pliance and Internal Control M aterial to the Financial Statem ents 

C om pliance 

N o com pliance findings m aterial to the financial statem ents w ere noted during the audit of the 
financial statem ents for the year ended June 30, 1999. 

Internal C ontrol 

99-1 R ecom m endations - Steps should be taken to ensure that invoices and canceled checks 
are retained to support all disbursem ents. Steps should also be taken to ensure the 
invoices contain the appropriate docum entation w ith respect to general ledger expense 
distribution. 

M anagem ent's C orrective A ction - D uring the June 30, 1998 the audit had taken place 
from  January 1999 through M arch 1999, a few invoices w ere co-m ingled daring the 
fieldwork. Duplicate copies have been requested. 

The independent accountant w ill provide m anagem ent w ith a chart of accounts to ensure 
that all invoices contain docum entation of the general ledger distribution. 

To ensure cash disbursem ents are supported w ith invoices and canceled checks, copies 
of cash disbursem ents, invoices and canceled checks w ill be issued to the independent 
accountant. M anagem ent w ill m aintain the original invoices and canceled checks. 

99-2 R ecom m endations - Patient service revenue accounts receivable subsidiary ledger 
should be reconciled to the general ledger control account on a m onthly basis. 

M anagem ent's Corrective Action - Patient service revenue accounts receivable 
subsidiary ledger w ill be reconciled to the general ledger control account on a m onthly 
basis. The independent accountant is responsible for the m onthly reconciliation. The 
independent accountant w ill have supportive staff at the H ealth Center for two eight-hour 
days per w eek to ensure com pliance. The independent accountant w ill have the 

following training and/or information: 1) how to read and interpret the reports printed 
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Section I - Compliance and Internal Control M aterial to the Financial Statem ents (Continued) 

Internal Control (Continued) 

99-2 (Continued) 

from M edtron computer system, 2) have a copy of all contractual agreements between 
payors and third-party payors, 3) be provided a copy of the Parish and federal guidelines 
for sliding fee patients and 4) understanding of the adjustments and write-off that are 
generated at the H ealth center. 

99-3 R ecom m endations - A ll unpaid payroll taxes and associated penalties and interest 
should be paid im m ediately. General ledger should be reconciled to Form s 941 and 
Forms 941 should be reconciled to W -3. 

M anagem ent's Corrective Action - The general ledger salary account w ill be 
reconciled to the IRS Form s 941 oll a quarterly basis and IRS Form s 941 w ill be 
reconciled to IRS Form W -3 at year end by the independent accountant. The Board of 
D irectors has retained the independent accountant through D ecem ber 2000. The 
Executive D irector w ill be responsible for ensuring that the independent accountant 
reconciles the general ledger salary  account. 

99-4 Recom m endations - As discussed in finding 99-8, the Health Center does not have an 
appropriate segregation of duties: 

99-5 R ecom m endations - To im prove cash flow , the H ealth Center m ust im plem ent a system 
for collection from  patients and third-party payors. 

M anagem ent's C orrective A ction - Effective February 2000 the H ealth Center w ill 
actively pursue collections from all patients and third-party payors. For the period July 
1998 to current, the H ealth Center staff  had to refile unfiled insurance claim s. To 
determ ine what claim s were outstanding a staff m em ber had to review the claim s patient 

by patient. Payments and adjustments had to be posted to the computer system and 
m onthly statem ents m ailed before we are able to determ ine w hat w as due from patients 
or third-party payors. There are m ore than 6,000 accounts that had to be reviewed 
independently. A s of February  2000, this process should be com plete. Collections w ill 
be actively pursued; patients' m onthly statem ents w ill be processed and m ailed. 
Currently, all patients are responsible for paym ent of their co-paym ent prior to services 
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Section 1 - Compliance and Internal Control M aterial to the Financial Statements (Continued) 

Internal Control (Continued) 

99-5 (Continued) 

being rendered by the H ealth Center. Funds due from  patients are not allow ed to exceed 

$200. All m onies will be collected before services are rendered. If the patient has no 
funds, the patient w ill be referred to the M edial Center of N ew O rleans. 

99-6 Recom m endations - Reconciliations to daily batch sheet should be com pleted when a 
deposit is prepared and check copies and batch report totals should be stapled to the 
deposit slip and filed by date. 

M anagem ent's C orrective A ction - Cash receipts based on daily repots and supports 
for deposits are m aintained by the office m anager. The independent accountant w ill 
reconcile cash receipts to the bank deposits. The office m anager w ill be responsible for 
providing the independent accountant with a copy of all cash receipts and daily reports. 
A m eeting w ill be scheduled w ith the office m anager, the independent accountant and 
the auditor to establish criteria for posting and m anaging cash receipts and deposits 
agreeable to all parties involved. 

99-7 Recom m endations - All inform ation should be obtained fiom independent contractors 
prior to paym ent and Form s 1099 should be issued to all independent contractors paid 
m ore than $600. 

M anagem ent's C orrective A ction - The ]RS Form s 1099 w ill be filcd for any 
independent constructor for which payments exceeded $600 during the fiscal year ending 
D ecem ber 1999. An am endm ent w ill be processed through paychex for the two Forms 
1099 that needed to be issued for the year ended D ecem ber 1998. The independent 
accountant w ill am end tax reports for the year ended D ecem ber 1998. 
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Section I - Compliance and Internal Control M aterial to the Financial Statem ents (Continned) 

Internal Control (Continued) 

99-8 R ecom m endations - The H ealth Center should assign som eone independent of the 
review , approval and processing of cash disbursem ents to receive the unopened bank 
statem ents and review the canceled checks and statem ents for unusual item s. 

M anagem ent's C orrective A ction - Effective M ay 1999, a contractual agreem ent w as 
ongoing with the Board of D irectors and the independent accountant. A fter awarding 
of the contract, segregation of duties w as im plem ented by the Executive D irector to 
review all invoices, coding of invoices, processing invoices for paym ent and having 

checks signed. The current process in place is as follows: 1) the invoices arrived by mail 
and distribtlted to an account payable clerk (in the past it was management and the 
independent accountant), 2) the accountants payable clerk will review the invoice, match 
the invoice with a purchase order and a voucher for payments, 3) the voucher will 
contain inform ation such as the invoice num ber, date of invoice, date due, general 

account numbers, etc., 4) after invoices have been vouchered the independent accoontant 
w ill enter the invoice and necessary inform ation into Peach Tree A ccounting system and 
the independent accountant w ill process checks to be signed by the Executive D irector. 
The office m anager w ill m aintain all original invoices and the independent accoontant 
w ill retain copies. 
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