
 



 



 



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

R T 

M ost Reverend Alfred C. Hughes, D .D., President, 
PHILM AT, Inc. 

New Orleans, Louisiana: 

W e have audited the accompanying statement of financial position of PHILM AT, Inc. (a non- 
profit organ ization) ("PHILMAT") as of June 30, 2003, an d the related statements of activities, 
functional expenses, and cash flow s for th e year then ended. These financial statem ents are th e 
responsibility of the m anagem ent of PHILM AT. Our responsibility is to express an  opinion on th ese 
financial statem ents bas ed on our audit. The prior year sum m arized comparative information has been 

derived from PHILM AT's 2002 finan cial statem ents, which were audited by other auditors whose 
report dated December 10, 2002, expressed an  unqualified opinion on th ose financial statem en ts. 

W e conducted our audit in accordance with  auditing standards generally accep ted in th e United 
States of Am erica and th e standa rds applicable to finan cial audits contained in Governm en t Auditing 
Standards issued by th e Comptroller General of th e United States. Th ose standards require that we 
plan  and perform  the audit to obtain reasonable assur an ce about wheth er th e finan cial statem ents are 
free of m aterial m isstatem ent. An audit includes examining, on a test basis, eviden ce supporting th e 
am oun ts an d di sclosures in th e fin an cial statem ents. An  audi t also includes assessing th e accounting 
principles used an d significan t estim ates m ade by m anagem ent, as well as evaluating th e overall 
finan cial statem ent presentation. W e believe th at our audi t provides a reasonable basis for our  
opinion. 

In our opinion, th e finan cial statem ents referred to above present fairly, in all material respects, 
th e finan cial position of PHILM AT, Inc. as of June 30, 2003, an d th e changes in its net as sets an d its 
cash flows for th e year  th en ended in conform ity with  accounting principles gen erally accepted in th e 
United States of Am erica. 
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N O TES TO FINA N C 

PH ILM A T, Inc. 

June 30, 2003 

Note I - NATURE O F A CTIVITIES 

Exhibit E 

PHILM AT, Inc. ("PHILM AT") is the corporate title for the Offi ce of the Social 
Apostolate, an organization operated and controlled by the Rom an Catholic Church of th e 

Archdiocese of New Orleans ("Archdiocese") and organized to provide non-sectarian 
comm unity services to indivi duals within 56 civil parishes in Louisian a. 

The commodity supplemental food and warehouse program, Food for Families/Food for 
Seniors, distributes food provided by the United States Department of Agriculture to 
eligible wom en, infants, children, an d senior citizens, who are classified as low incom e 
fam ilies and vulnerable to m alnutrition. This service is provided under a contract between 
PHILM AT an d the Louisiana Departm ent of Health an d Hospitals, with PHILM AT acting 

as th e local agent. 

In Sep tember 2002, Food for Fam ilies, Inc. was legally dissolved. Beginning in fiscal year 
2003, th e com m odity supplem ental food an d warehouse program , previously accounted for 
by Food for Fam ilies, Inc., is included in the books of PHILM AT, Inc. 

Th e Dep artm ent of Health  an d Hum an Services provi des funds to PHILM AT for th e Head 
Start Program , whi ch provides a full ran ge of services to 221 chi ldr en in three sites an d 
appropriate support services to participan ts' fam ilies. The services provided include 
educational, social services, par ent involvem ent, m edi cal , dental, nutrition, an d m en tal 

health . 

Note 2 - SUM M ARY O F SIGNIFICANT ACCO UNTING  POLICIES 

a. O rganization and Incom e Taxes 

PHILM AT is a nonprofit corp oration organ ized under th e laws of the State of 

Louisian a. It is exempt from Federal income tax under Section 501(e)(3) of the 
Internal Revenue Code, and qualifies as  an  organization th at is not a private 

foundation as defined in Section 509(a) of the code. 
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Internal Control Over Financial Reporting 

In planning and performing our audit, we eonsidered PHILM AT's internal control over 
financial 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 assuran ce on the internal control over finan cial 
reporting. H ow ever, w e noted a certain m atter  involving the intern al control over financial reporting 
an d its operation that we consider to be a rep ortable condition. Reportable conditions involve m atter s 
coming to our attention relating to significan t deficiencies in the design or operation of th e internal 

control over finan cial rep orting that, in our judgement, could adversely affect PHILMAT's ability to 
record, process, summ arize, and report finan cial data consistent with th e assertions of managemen t in 
the financial statem ents. One reportable condition is described in th e accompanying schedule of 
findings and questioned costs as item 03-2. 

A m aterial weakness is a condi tion in which the design or operation of one or m ore of th e 
intern al control componen ts does not reduce to a relatively low level th e risk th at mi sstatements in 
am ounts th at would be m aterial in relation to th e finan cial statements being audited may occur  an d not 
be detected within a tim ely period by employees in th e norm al course of perform ing their assign ed 
functions. Our consider ation of the internal control over finan cial reporting would not necessarily 
disclose all m atters in the internal control that might be rep ortable conditions and, accordingly, would 
not necessarily disclose all rep ortable condition that are also considered to be m aterial weaknesses. 
However, we believe th at th e reportable condition described above is not a m aterial weakness. 

This rep ort is intended solely for the inform ation and use of the Board of Dire ctors, 
m anagem ent, th e Legislative Auditor for th e State of Louisian a, and federal aw ar ding agencies and 
pass-through entities and is not intended to be and should not be used by an yone other than th ese 
specified parties. Under Louisian a Revised Statute 24:513, this report is di stributed by the Legislative 
Auditor as a public docum ent. 

N ew Orleans, Louisiana, 
December 15, 2003. 

Certified Public Accountants 
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RT O N CO M PLIAN 
APPLICABLE TO EA CH  M AJOR  PRO GRA M  AND ON 

INTERNAL CONTROL OVER COM PLIAN CE IN  
A CCO RD AN CE W ITH  OM B CIR CULAR  A-133 

M ost Reverend Alfred C. Hughes, D .D., President, 
PHILM AT, Inc. 

N ew Orleans, Louisiana. 

Com pliance 

W e have audited the compliance of PHILMAT, Inc., ("PHILMAT") with the types of 
compliance requirements described in the U.S. Offi ce of M anagement and Budget (OMB) Circular A- 

that are applicable to each of its major federal programs for the year 
ended June 30, 2003. PHILMAT's major federal programs are identified in the summary of auditor's 
results section of the accompanying schedul e of findings and questioned costs. Complian ce wi th th e 

requirements of laws, regulations, con tracts, and grants applicable to each of its major federal program 
is the responsibility of PHILM AT's man agement. Our responsibility is to express an opinion on 
PHILM AT's complian ce based on our audit. 

W e conducted our audit of complian ce in accordance with  auditing standar ds gen erally 
accepted in th e United States of Am erica; th e standar ds  applicable to financial audits contained in 

vernm ent Auditing Standards , issued by the Comptroller General of the United States; an d OM B 
Circular A- 133, Audits of States, Local Governm en ts, and Non-Profit Organ izations. Those standards  
an d OM B Circular A-133 require th at we plan  and perform th e audit to obtain reasonable assuran ce 
about whether noncomplian ce with the types of compliance requirements referred to above that could 
have a direct and material effect on a major federal program  occurred. An audit includes examining, 
on a test bas is, evidence about PHILM AT's complian ce wi th th ose requirem en ts an d performing such 
oth er procedures as we considered necessary in th e circum stances. W e believe th at our  audit provides 
a reas onable basis for our  opinion. Our audit does not provide a legal determ ination on PHILM AT's 
compliance with  th ose re quirem ents. 
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In our opinion, PHILM AT compiled, in all material respects, with the requirements referred to 
above that are applicable to each of its major federal programs for the year ended June 30, 2003. 
However, the results of our auditing procedures disclosed instances of noncompliance with th ose 
requirem ents which are required to be reported in accordance with  OM B Circular A-133 and which 

are described in the accompanying Schedule of Findings and Questioned Costs as items 03-3 and 03-4. 

Internal Control Over Com pliance 

The management of PHILM AT is responsible for establishing an d maintaining effective 
internal control over compliance with  requirem ents of laws, regulations

, contracts, an d gran ts 
applicable to federal program s. In planning and perform ing our audit

, we considered PHILM AT's 
intern al control over compliance with  requirem ents that could have a direet an d m aterial effect on a 

major federal program  in order to determine our auditing procedures for the purpose of expressing our 
opinion on compliance and to test an d report on intern al control over compliance in aceordan ee with 
OM B Circular A- 133. 

Our consideration of the intern al control over com pliance would not neeessarily disclose all 
m atters in the intern al eontrol th at m ight be m aterial weaknesses. A m aterial weakness is a condition 
in which the design or operation of one or more of the intern al control com ponents does not reduce to 
a relatively low level the risk that noncompliance with applicable requirem ents of laws

, regu lations, 

contracts, and grants that would be material in relation to a major federal program being audited may 
occur an d not be detected within a tim ely period by employees in the norm al course of perform ing 
their assigned functions. W e noted no m atters involving the intern al control over compliance and its 
operation th at we consider to be m aterial weaknesses. 

This report is intended solely for th e inform ation an d use of the Boar d of Directors, 
m an agem ent, th e Legislative Auditor for the State of Louisiana, and federal awarding agencies an d 
pass-thrn ugh entities an d is not intended to be and should not be used by an yone other than th ese 
specified parties. Under Louisian a Revised Statute 24:513, this report is distributed by th e Legislative 
Auditor as a public docum ent. 

New Orlean s, Louisiana, 
D ecem ber 15, 2003. 

Certified Public Accountan ts. 
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Section HI - Federal Award Findings and Questioned Costs (Continued) 

Compliance (Continued) 

03-3 (Continued) 

(Continued) 

Recom m endation - W e recomm end PHILM A T adhere to the procedures and policies 
related to recertification of participants. 

M anagem ent's Response - M others, infants an d children are recertified annually on 
th e anniversary date of th eir start in the program . Seniors are recertified annually on 
their birth date or group date. The com puter software is progr amm ed to notify th e clerk 
of participant's need to recertify on m onth prior to certification date. Th e clerk gives the 
participan t a notice describing docum entation that is needed for recertification. W hen 
the participant returns the next month the recertification docum entation is upda ted in the 

computer. A one month recertification box of food may be given if correct 
docum entation is not presented or an  alternate com es to pick up food. The staff  at 
Incarnate W ord Distribution site has been inform ed of th e im portance of following th e 
recertification procedure. 

03-4 Delivery/Receiving Process, U.S. D epartm ent of Agriculture passed through the 
State of Louisiana D epartm ent of H ealth and H ospitals - Com m odity 

Supplemental Food Program (CFDA #10.565) 

CrReria - PHILM AT is required by th e gr an t docum ent to m aintain accurate an d 
com plete records regarding distribution an d receipt of all com m odities. 

CondRion - Of the six delivery docum en ts exam ined, four  did not have proper 
signatures acknowledging content of th e comm odities listed on the docum ent. 

Effect - PHILM AT did not have evidence of distribution an d receipt of certain 
com m odities. 

Cause- Personnel were not awar e of the responsibility of signing delivery docum ents. 

Recom m endation - Instruct th e responsible war ehouse and delivery personnel of th e 
requirem ents to account for the distribution an d receipt of all comm odities. 

M anagem ent's Response - Complete records regarding receipt of all comm odities are 
kept according to the grant requirem ents. The delivery docum en ts referred to in the 
finding do not relate to the receipt of com m odities from  U SDA . These docum en ts ar e 
internal referen ce points for the m ovem ent of food with in th e system . 
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