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IN D EPEND ENT A U D ITORS' REPO RT 

To the Board of Directors 
St . Thomas Health Services , Inc . 

We have audited the accompanying balance sheet of St . Thomas Health 
Services, Inc. (a non-profit corporation) as of December 31, 1995 
and the related statements of support , revenues , expenditures and 
changes in fund balance and functional expenses for the year then 
ended . Our responsibility is to express an opinion on these 
financial statements based on our audit . 

We conducted our audit in accordance with generally accepted 
auditing standards , Governmental Auditing Standards , and the 
provisions of OMB Circular A-133 . Those standards and the 
provisions of OMB Circular A-133 require that we plan and perform 
the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement . An audit 
includes examining , on a test basis , evidence supporting the 
amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant 
estimates made by management , as well as evaluating the overall 
financial statement presentation . We believe that our audit 
provides a reasonable basis for our opinion . 

In our opinion , the financial statements referred to above present 
fairly , in all material respects , the financial position of 
St . Thomas Health Services , Inc . as of December 31 , 1995 , and the 
results of its operations and changes in fund balance for the year 
then ended in conformity with generally accepted accounting 
principles . 
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N I)EPEN D EN T A U D ITO RS' R EPO RT 

(CONTINUED) 

To the Board of Directors 
St . Thomas Health Services, Inc . 
Page 2 

Our audit was made for the purpose of forming an opinion on the 
financial statements of St . Thomas Health Services, Inc . taken as 
a whole. The accompanying Schedule of Federal Awards is presented 
for purposes of additional analysis and is not a required part of 
the financial statements . The information in that schedule has 
been subjected to the same auditing procedures applied in the audit 
of the financial statements and , in our opinion is fairly 
presented , in all material respects , in relation to the financial 
statements taken as a whole . 

In accordance with Government Auditing Standards , we have also 
issued a report dated June 14, 1996 on our consideration of 
St . Thomas Health Services , Inc.'s internal control structure and 
a report dated June 14, 1996 on its compliance with laws and 
regulations . 

BR U N O &  TERV A LO N 
C ERTIFIED PU BLIC A CC O U N TA N TS 

June 14 , 1996 

l~]"l,l, lIO CE RTIF IE D PUBLIC ACCOUNTANTS 

Tervalon 



 

I I 

I I I 

I 0  

i m  
o
l 

I 0  

o  

0  

0  

o  



 

E~ 

o  

x o 

,1~ I1/ 
~ ,--t 14 

~ M M 

~ 0 ~ 0  

0 



 

o~ I 

o 

~ 
0 

"CI I -.-I I 

0 -~ 0 

0 0 ~IM ,~ 2; 

m 

t~ t.. 

go' 

O 0  

O 0  

o o  
I I 

I I 
o O  
I I 

,-I ,-I 
~0 1:o 

In l~. 

g 



~ 0  

0  0  o  



 



ST. TH O M A S H EA LTH SERV ICES, IN C . 
NOT ES TO THE FINANCIAL STATEM ENTS 

NOTE 1 - Organization : 

St. Thomas Health Services, Inc . (St. Thomas or the 
Clinic) is a community-based, nonprofit , primary health 
care clinic that provides ambulatory health care 
services , including diagnostic testing and medications , 
to the medically indigent of the St . Thomas Housing 
Project and the surrounding area. 

The Clinic was founded in 1987 to improve the health 
status in the service area with major emphasis being 
placed on disease prevention . 

Start-up funds , equipment , as well as on-going financial 
support for the operation of the Clinic in a neighborhood 
where 70-80% of residents are uninsured and where 25% of 
the patients are homeless , have been obtained primarily 
from private sources and various grants . The Clini c also 
makes use of support services offered by neighboring 
social service agencies and hospitals such as Hope House , 
Kingsley House , Bridge House and the New Orleans medical 
community . The Clinic also lends its support through the 
provision of specialized laboratory testing , diagnostic 
services and hospitalization services at low or no cost . 

St. Thomas is governed by a fifteen (15) member Board of 
Directors all of whom serve until their resignation or 
removal from the Board . 

In order to assist St. Thomas in meeting its goals and 
mission of providing services as a primary health care 
clinic , St . Thomas has applied for and been awarded 
several government grants . During the year ended 
December 31, 1995, St. Thomas received and administered 
the following governmental grants and programs: 

o 

This program , funded by a grant from the State of 
Louisiana , Department of Health and Hospitals , 
provides services as follows : 

-  Comprehensive pediatric care to approximately 
1,000 children . 



 

ST . TH O M A S H EA LTH  SERV IC ES, IN C . 
NOTES TO THE FINANCIA L STATEMENTS , CONTINUED 

NOTE 1 - Orqanization , Continued : 

-  Comprehensive health care to approximately 250 
adult women and adolescents of child bearing 
age . 

-  Social work and nutritionist services. 

-  Coordination of maternal and child health 
services offered at the clinic with WIC and 
Medicaid . 

-  Development of outreach programs to increase 
access to primary health care . 

o WOM EN . INFANTS . AND CH ILDREN (W IC 

o  

o 

o 

This program which was funded by a grant from the 
State of Louisiana , Department of Health and 
Hospitals , provides for the following services : 

Professional, administrative and clerical services 
necessary to provide special supplemental foods to 
qualified women , infants and children living in 
Orleans Parish and receiving health services 
provided by St . Thomas , or referred by other health 
providers , according to the terms and 
specifications of the WIC Program as stated in the 
Policy and Procedure Manual for the Louisiana WIC 
Program . 

St. Thomas received a grant from the City of New 
Orleans, the Office of Housing and Urban Affairs to 
provide adult ambulatory health care . 

St . Thomas received a grant from the City of New 
Orleans to provide low-risk prenatal, family 
planning and general obstetrical services . 

St . Thomas received a grant from the State of 
Louisiana , Department of Health and Hospitals to 
provide STD and HIV prevention services to clients 
in the service area . 



 

ST. TH O M A S H EA LTH  SERVIC ES, INC . 
NOTES TO THE FINANCIA L STATEMENTS , CONT INUED 

NOTE 2 - Summary of SiGnificant Accountina Policies : 

Princ ~D les of Account ina 

St . Thomas Health Services , Inc . is a non-profit , 
community based health clinic whose financial statements 
are prepared on the accrual basis and in accordance with 
generally accepted accounting principles. 

Fund Account ina 

Each program and grant administered by St. Thomas is 
accounted for as a separate fund . Accordingly , resources 
for various programs are classified for accounting and 
reporting purposes into funds established according to 
their nature and purpose . Separate accounts are 
maintained for each fund . 

Inter-Fund Activ ity 

All inter-fund activities have been recorded as due to or 
due from other programs and represent any loans to or 
expenses paid by one program on behalf of another . 

Building improvements , furniture, and equipment of 
St . Thomas are recorded as assets and are stated at 
historical costs , if purchased , or at fair market value 
at the date of the gift , if donated. Additions , 
improvements and expenditures that significantly extend 
the useful life of an asset are capitalized . 

Depreciation is provided using the straight-line method 
over the estimated useful lives of the assets as follows: 

Furniture , fixtures and equipment 
Building improvements 

I0 

5 years 
15 years 



 

ST . TH O M AS H EALTH SERV IC ES, IN C . 
NOT ES TO THE FINANCIAL STATEMENTS , CONT INUED 

NOTE 2 - Summary of Significant Accounting Policies , Continued : 

NOTE 3 - 

SUDDOrt and Revennes 

Revenues received under government grant programs are 
recognized when earned . 

Contributions are considered to be available for 
unrestricted use unless specifically restricted by the 
donor or the Board of Directors . 

The total column on the financial statements is captioned 
"Memorandum Only" to indicate that it is presented only 
to facilitate financial analysis . Such data is not 
comparable to a consolidation . Inter-fund eliminations 
have not been made in the aggregation of this data . 

Cash and temporary investments consist of the interest 
bearing and non-interest bearing checking accounts . 

NOTE 4 - Unrestricted Contributions : 

Contributions consist of donations made to St. Thomas to 
provide support to the operation of the clinic as well as 
to fund specific projects as designated by the donor or 
the Board of Directors . 

NOTE 5 - Governm ent Grants : 

St. Thomas is the recipient of several federal awards as 
disclosed in the ~chedule of Federal Awards . Included in 
government grant revenues are funds disbursed from 
several funding sources to provide funds for the 
implementation of various community programs as well as 
to support the operations of the Clinic . The method of 
payment on the grants is cost reimbursement except for 
the Women, Infants, and Children (WIC) grant and the STD 
Grant which are on a fee for service basis . 

Ii 



 

ST. TH O M A S H EA LTH SERV IC ES, IN C . 
NOTES TO THE FINANC IAL STATEM ENTS , CONT INUED 

NOTE 6 - C lin ic Revenues : 

St. Thomas provides medical assistance to eligible 
medicaid recipients and receives reimbursements from the 
Department of Health and Human Services for claims 
submitted in conjunction with those services provided. 
Reimbursements for medicaid and medicare claims submitted 
as of December 31, 1995 totaled $111,190, which is 
included in clinic revenues at December 31, 1995. 

NOTE 7 - Building Lease : 

On January 30, 1991, St. Thomas executed a fifteen (15) 
year lease agreement with the society of Redemptorists 
Order for the use of a building located at 1020 St . 
Andrew Street . The terms of the lease require St. Thomas 
to be responsible for the complete renovation of the 
building , upkeep and maintenance of the property , 
utilities and insurance coverage for the building and its 
contents . 

Additionally , St. Thomas will not ~be required to pay any 
monthly rental expense . The amount of the related value 
of such arrangement has not been determinable at this 
time . 

The building is to be used solely for the purpose of a 
neighborhood primary health care facility . 

NOTE 8 - ProGram Incom e : 

Program income for the CDBG and the Great Expectations 
grants was calculated based upon the percentage 
relationship of the direct cost of the CDBG 's and Great 
Expectations " program expenditures to the total 
expenditures (excluding depreciation). The resulting 
percentage was then applied to revenues as follows: 

Description 

Clinic revenues 
Other income 

Tota l 

Great 
1995 CDBG Expectations' 
Income Program Program 
Amount Income Income 

$144,952 $7,407 
7 ,819 500 

$14,357 
969 

$i~ 77! $7,907 $15~326 

12 



NOT E 9 - 

ST. TH O M A S H EA LTH SERV ICES, IN C . 
NOTES TO THE FINANC IAL STATEMENTS , CONT INUED 

At December 31 , 1995 the due to or due from other 
programs consisted of the following : 

pROGRAM 

~ll~ tO General Fund 
Community Development 

Block Grant 
Maternal Child Health 
Women , Infants and Children 
Great Expectations 

Total 

NOTE i0 - Income Taxes : 

Amount 

$!18,58~ 

St. Thomas is exempt from federal income taxes through 
Section 501(c)(3) of the Internal Revenue Code. 
Therefore , no provision for income taxes is made in the 
accompanying financial statements ~ 

NOTE ii - Loans Pavab!e : 

Non-interest bearing demand loan 
Non-interest bearing demand loan 

provided by a sponsor corporation 
Non-interest bearing term loan 

provided by a sponsor corporation 

Total 

$ i0,000 

55 ,599 

60 ,000 

$125,599 

During 1994, St. Thomas received a non-interest bearing 
term loan totaling $i00,000 from a sponsor corporation 
which is forgiven in five equal installments of $20,000, 
commencing December 31 , 1994. The balance of the term 
loan is $60,000 at December 31, i995. 

During 1996, St. Thomas repaid the $i0,000 demand loan 
and $30,000 of the $55,599 demand loan. 

13 



 

ST. TH OM AS H EALTH SERV ICES, 1N C . 
NOTES TO THE FINANC IAL STAT EMENTS , CONT INUED 

NOTE 12 - ContinqencG~ : 

St. Thomas is a recipient of several grants and awards of 
Federal and State funds . These grants and awards are 
governed by various Federal and State guidelines , 
regulations , and contractual agreements . 

The administration of the program and activities funded 
by these grants and awards is under the control and 
administration of St. Thomas and is subject to audit 
and/or review by the applicable funding sources. Any 
grant or award funds found to be not properly spent in 
accordance with the terms , conditions , and regulations of 
the funding sources may be subject to recapture. 

NOTE 13 - Fair Value of Financial Instruments : 

The estimated fair value of all significant financial 
statement amounts have been determined by St . Thomas 
using available market information and appropriate 
valuation methodologies . 

St . Thomas considers the carrying amounts of cash and 
temporary investments , grant receivables , note and loans 
payable to be fair value . 

14 
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ST . TH O M A S H EA LTH SERV ICES, IN C . 
SCHEDULE OF FEDERA L AWARDS 

For the Year Ended December 31 , 1995 

FEDERAL/GRANTOR 
PA SS-THROUGH GRA NTOR 
PROGRAM T ITLE 

Department of Health and 
Human Serv ices 

FEDERA L 
CFDA 

NUMBER 

Pass-through program : 
DH&H-State of LA - Maternal 

and Child Health 93.994 

Total Department of 
Health and Human 
Services 

Pass-through Programs : 
City of New Orleans : 

Community Development 
Block Grant Entitlement 
Grants 

Great Expectations 

State of Louisiana : 
Primary Care Clinic 
Special Supplemental 

Food Program for Women , 
Infants and Children 
Sexually transmitted 

diseases 

Total Non-Major 

Total Federal Awards 

14 .218 

N/A 

N/A 

10 .557 

N/A 

DISBURSEMENTS/ 

See the Independent Auditors ' Report . 
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$191,875 

191 ,875 

56 ,907 
94 ,982 

2 ,764 

51 ,318 

11,250 

217 ,221 

$409,096 
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INDEPENDENT AUD ITORS ' REPORT ON THE INTERNAL CONTROL 
STRUCTURE BASED ON AN AUDIT OF THE F INANC IAL 
STAT EM ENTS PERFORM ED IN ACCORDANCE W ITH GAS 

TO the Board of Directors of 
St . Thomas Health Services , Inc . 

We have audited the financial statements of St . Thomas Health 
Services, Inc. (a nonprofit corporation), as of and for the year 
ended December 31 , 1995 and have issued our report thereon dated 
June 14 , 1996 . 

We conducted our audit in accordance with generally accepted 
auditing standards and Government Auditinq Standards , issued by the 
Comptroller General of the United States. Those standards require 
that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material 
misstatement . 

The management of St . Thomas is responsible for establishing and 
maintaining an internal control structure. In fulfilling this 
responsibility, estimates and judgments by management are required 
to assess the expected benefits and related costs of internal 
control structure policies and procedures. The objectives of an 
internal control structure are to provide management with 
reasonable , but not absolute , assurance that assets are safeguarded 
against loss from unauthorized use or disposition and that 
transactions are executed in accordance with management's 
authorization and recorded properly to permit the preparation of 
financial statements in accordance with generally accepted 
accounting principles . Because of inherent limitations in any 
internal control structure, errors or irregularities may 
nevertheless occur and not be detected. Also, projection of any 
evaluation of the structure to future periods is subject to the 
risk that procedures may become inadequate because of changes in 
conditions or that the effectiveness of the design and operation of 
policies and procedures may deteriorate. 

17 
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INDEPENDENT AUDITORS ' REPORT ON THE INTERNAL CONTROL 
STRUCTURE BA SED ON AN AUDIT OF TH E FINANCIAL 
STAT EMENTS PERFORMED IN ACCORDANCE W ITH GAS 

(CONTINUED) 

In planning and performing our audit of the financial statements of 
St . Thomas for the year ended December 31, 1995, we obtained an 
understanding of the internal control structure, we obtained an 
understanding of the design of relevant policies and procedures and 
whether they have been placed in operation , and we assessed control 
risk in order to determine our auditing procedures for the purpose 
of expressing our opinion on the financial statements and not to 
provide an opinion on the internal control structure . Accordingly , 
we do not express such an opinion . 

We noted a certain matter involving the internal control structure 
and its operation that we consider to be a reportable condition 
under standards established by the American Institute of Certified 
Public Accountants . Reportable conditions involve matters coming 
to our attention relating to significant deficiencies in the design 
or operation of the internal control structure that , in our 
judgment, could adversely affect the organization's ability to 
record , process, summarize, and report financial data in a manner 
that is consistent with the assertions of management in the 
financial statements. See the Schedule of Reportable Conditions . 

A material weakness is a reportable condition in which the design 
or operation of one or more of the specific internal control 
structure elements does not reduce to a relatively low level the 
risk that errors or financial irregularities in amounts that would 
be material in relation to the financial statements being audited 
may occur and not be detected within a timely period by employees 
in the normal course of performing their assigned functions. 

Our consideration of the internal control structure would not 
necessarily disclose all matters in the internal control structure 
that might be reportable conditions and , accordingly , would not 
necessarily disclose all reportable conditions that are also 
considered to be material weaknesses as defined above. However , we 
believe the reportable condition is not a material weakness . 

18 B i'IV~ O  
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INDEPENDENT AUDITOR S REPORT ON THE INTERNAL CONTROL 
STRUCTUR E BA SED ON AN AUDIT OF THE FINANC IAL 
STATEMENTS PERFORMED IN ACCORDANCE W ITH ~AR 

(CONTINUED) 

In connection with our audit , we reviewed the prior year's 
reportable conditions on the internal control structure , including 
applicable internal adm inistrative controls to determine whether 
management had implemented appropriate corrective action to correct 
the conditions giving rise to those findings . The results of our 
review with respect to the prior-year reportable conditions are 
described in the Schedule of Prior Reportable Conditions. 

We also noted certain matters 
structure and its operation that 
a separate letter dated June 14 , 

involving the internal control 
we have reported to management in 
1996 . 

This report is intended for the information of the Board of 
Directors , management , and the U .S. Departments of Health and Human 
Services , Agriculture and Housing and Urban Development . However , 
this report is a matter of public record and its distribution is 
not limited . 

BRU N O &  TERV A LO N 
CERTIFIED PU BLIC A CC O U N TA N TS 

June 14 , 1996 

E~i"I,Ii~IO  CERIIF I[ D PUBLIC ACCOUNIANIS 

Tervalo n 

19 



650 S. PIERCE ST./SUITE 203, NEW ORLEANS, LA 70119 (504) 482-8733 FAX (504) 486-8296 



INDEPENDENT AUDITORS ' REPORT ON TH E INTERNAL CONTROL 
STRUCTURE U SED IN ADM IN ISTER ING FEDERA L AWARDS 

(CONTINUED) 

This report addresses our consideration of internal control 
structure policies and procedures relevant to compliance with 
requirements applicable to federal programs . We have addressed 
policies and procedures relevant to our audit of the financial 
statements in a separate report dated June 14, 1996. 

The management of St . Thomas is responsible for establishing and 
maintaining an internal control structure . In fulfilling this 
responsibility, estimates and judgments by management are required 
to assess the expected benefits and related costs of internal 
control structure policies and procedures. The objectives of an 
internal control structure are to provide management with 
reasonable , but not absolute , assurance that assets are safeguarded 
against loss from unauthorized use or disposition , that 
transactions are executed in accordance with management 's 
authorization and recorded properly to permit the preparation of 
financial statements in accordance with generally accepted 
accounting principles and that federal awards programs are managed 
in compliance with applicable laws and regulations . Because of 
inherent limitations in any internal control structure , errors , 
irregularities or instances of noncompliance may nevertheless occur 
and not be detected. Also, projection of any evaluation of the 
structure to future periods is subject to the risk that procedures 
may become inadequate because of changes in conditions or that the 
effectiveness of the design and operation of policies and 
procedures may deteriorate. 

For the purpose of this report , we have classified the significant 
internal control structure policies and procedures into the 
following categories : 

o Revenue and Receivables 
o Payroll and Related 

Liabilities 
O  

O 

O  

O 

O 

O 

Property and Equipment 
Debt and Other Liabilities 
Cash Receipts 
Administrative Requirements 
Allowable Costs/Cost Principle 
Eligibility 

21 B ]~ O 
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Political Activities 
Civil Rights 
Cash Management 
Federal Financial Reports 
Drug-Free Workp lace 
Budgeting 
Cost Allocation 
Accounts Payable 
Cash Disbursements 
Types of Services 

A llowed 



INDEPENDENT AUD ITOR S ' REPORT ON THE INTERNAL CONTROL 
~TRUCTURE U SED IN ADM IN ISTER ING FEDERA L AWARDS 

(CONTINUED) 

For all of the internal control categories listed above, we 
obtained an understanding of the design of relevant policies and 
procedures and whether they have been placed in operation , and we 
assessed control risk . 

During the year ended December 31, 1995 , St . Thomas expended 60% 
of its total federal financial assistance under a major Department 
of Health and Human Services program and the Community Development 
Block Grant Program . 

We performed tests of controls as required by OMB Circular A-I33, 
to evaluate the effectiveness of the design and operation of 
internal control structure policies and procedures that we consider 
relevant to preventing or detecting material noncompliance with 
specific requirements , general requirements , and requirements 
governing claims for advances and reimbursements and amounts 
claimed or used for matching that are applicable to St . Thomas" 
major federal financial assistance program, which is identified in 
the accompanying schedule of federal awards . Our procedures were 
less in scope than would be necessary to render an opinion on these 
internal control policies and procedures. Accordingly , we do not 
express such an opinion . 

We noted a certain matter involving the internal control structure 
and its operation that we consider to be a reportable condition 
under standards established by the American Institute of Certified 
Public Accountants . Reportable conditions involve matters coming 
to our attention relating to significant deficiencies in the design 
or operation of the internal control structure that , in our 
judgment, could adversely affect the organization's ability to 
record , process , summarize , and report financial data in a manner 
that is consistent with the assertions of management in the 
financial statements . See the Schedule of Reportable Conditions . 

A material weakness is a reportable condition in which the design 
or operation of one or more of the iDternal control structure 
elements does not reduce to a relatively low level the risk that 
noncompliance with laws and regulations that would be material to 
a federal awards program may occur and not be detected within a 
timely period by employees in the normal course of performing their 
assigned functions . 

B ru n o  CERTIFI~ D PUBLIC ACCOUNTANIS 

Te~ alo n 
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INDEPENDENT AUDITOR S ' R EPORT ON THE INTERNAL CONTROL 
STRUCTURE I]SED IN ADM IN ISTER ING FEDERA L AWAR DS 

(CONTINUED) 

Our consideration of the internal control structure policies and 
procedures used in administering federal awards would not 
necessarily disclose all matters in the internal control structure 
that might be reportable conditions , and accordingly , would not 
necessarily disclose all reportable conditions that are also 
considered to be material weaknesses as defined above . However , we 
believe that the reportable condition is not a material weakness. 

In connection with our audit , we reviewed the prior year's 
reportable conditions on the internal control structure , including 
applicable internal administrative controls to determine whether 
management had implemented appropriate corrective action to correct 
the conditions giving rise to those findings . The results of our 
review with respect to the prior-year reportable conditions are 
described in the Schedule of Prior Reportable Conditions . 

We also noted certain matters 
structure and its operation that 
a separate letter dated June 14 , 

involving the internal control 
we have reported to management in 
1996 . 

This report is intended for the information of the Board of 
Directors , management and the U .S . Departments of Health and Human 
Services , Agriculture , and Housing and Urban Development . This 
restriction is not intended to limit the distribution of this 
report which , upon acceptance by St . Thomas , is a matter of public 
record . 

BR U N O &  TERV A LO N 
C ERTIFIED PU BLIC A CCO U N TA N TS 

June 14 , 1996 

B l'lln o  C~F~]fFJED PUBLIC ACCOUNTANIS 2 3 
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I . 

ST. TH O M A S H EA LTH SERV IC ES, IN C . 
SCHEDULE OF R EPORTA BLE CONDIT IONS 

Through our observation and analysis of data during the audit 
and discussions with management , we are aware of the impact 
that reduced , delayed or terminated funding has on St . Thomas " 
financial operations . Furthermore , we noted the necessity to 
temporarily transfer funds from the general fund to programs 
in order to fund primary expenses for operations (i.e. 
payroll, payroll taxes and fringe benefits, utilities, etc.). 

In addition , we realize that because of the constant efforts 
to maintain minimum cashflow for operations , management's 
efforts are restricted in their attempts to control operations 
via budgetary guidelines , monthly analysis and review of 
financial statements and the preparation of revised budgets 
and/or projections based upon changes in funding. However, we 
must stress that St . Thomas cannot continue to operate while 
experiencing deficits as in 1995 (approximately $199,517). 

It is because of the fluctuation in funding experienced by St . 
Thomas that more importance must be placed on a strong 
adherence to proper budgetary controls , analysis and review of 
monthly financial statements and the prompt and adequate 
response to changes in funding . We recommend that St . Thomas" 
management continue to implement the necessary procedures and 
pract ices to assure that proper contro l over spending as 
outlined and discussed above . 
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MICHAEL B BRUNO CPA 
ALCIDE J ] [ ftVALON JR CPA 

INDEPENDENT AU DITORS ' REPORT ON COM PL IANCE W ITH LAWS AND 
REGULAT IONS BASED ON AN AUD IT OF THE 

FINANCIAL STATEMENTS PERFORM ED IN ACCORDANCE 
W ITH GOVERNM ENT AUD IT ING STANDARDS 

TO the Board of Directors of 
St . Thomas Health Services , Inc . 

We have audited the financial statements of St . Thomas Health 
Services, Inc . (a non profit corporation-St . Thomas) as of and for 
the year ended December 31, 1995, and have issued our report 
thereon dated June 14 , 1996 . 

We conducted our 
auditing standards 

audit in accordance with generally 
, and Government Auditinq Standards iss 

accepted 
ued by the 

Comptroller General of the United States . Those standards require 
that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material 
misstatement . 

Compliance with laws , regulations , contracts , and grants applicable 
to St . Thomas is the responsibility of St . Thomas' management . As 
part of obtaining reasonable assurance about whether the financial 
statements are free of material misstatement , we performed tests of 
St . Thomas" compliance with certain provisions of laws, 
regulations, contracts, and grants. However, the objective of our 
audit was not to provide an opinion on overall compliance with such 
provisions. Accordingly , we do not express such an opinion . 
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INDEPENDENT AUD ITOR S ' R EPORT ON COM PL IANCE W ITH LAWS AND 
R EGULAT IONS BA SED ON AN AUDIT O F THE 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 
W ITH GOV ERNMENT AUDIT ING STANDAR DS 

(CONTINUED) 

The results of our tests disclosed no instances of noncompliance 
that are required to be reported herein under Government Auditing 
Standards . However , the results of our procedures disclosed an 
immaterial instance of noncompliance with those requirements which 
is described in the accompanying Schedule of Findings and 

Questioned Costs . 

This report is intended for the information of the Board of 
Directors , management and the U .S . Departments of Health and Human 
Services , Agriculture and Housing and Urban Development . This 
restriction is not intended to limit the distribution of this 
report which , upon acceptance by St . Thomas , is a matter of public 

record . 

BR U N O &  TER V A LO N 
CERTIFIED PU BLIC A CC O U N TA N TS 

June i4 , 1996 

B ru n o  CE R11F IE D PUB[ IC ACCOUNTAN1 S 

Tervalon 
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ST. TH O M A S IiEA LTH SERV IC ES, IN C . 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Condition $~  

We noted during the year ended December 31, 1995 that St . Thomas 
requested and received grant funds totaling $40,394 for the 
acquisition of equipment under the terms of a cost reimbursement 
contract . Although , the budgeted equipment was delivered to 
St . Thomas , actual disbursements relative to the reimbursement 
request were not made and are reflected in the general fund 's 
accounts payable at December 31 , 1995 . 

Cause 

St . Thomas did not properly request grant funds under the terms of 
a cost reimbursement contract . 

Effect 

St . 
As 

Thomas received grant funds in 
such , we have questioned costs 

Criteria 

advance of actual expenditures . 
in the amount of $40,394. 

The terms and the conditions of the 
Expectations and St . Thomas stipulated 
would compensate St . Thomas monthly 
expenditures . 

Recommendation 

contract between Great 
that Great Expectations 

according to actual 

We recommend that St . Thomas take immediate steps to discontinue 
the practice of requesting funds prior to the payment of the 
related costs . 
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INDEPENDENT AUDITORS ' REPORT ON COMPLIANCE 
WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR 

FEDERA L AWARDS PROGRAM S 

TO the Board of Directors of 
St - Thomas Health Services , Inc . 

We have audited the financial statements of St . Thomas Health 
SerVices, Inc. (a non-profit corporation-St. Thomas) as of and for 
the year ended December 31, 1995 and have issued our report thereon 
dated June 14 , 1996 . 

We have also audited St . Thomas" compliance with the requirements 
governing types of services allowed or unallowed ; eligibility ; 
matching, level of effort, or earmarking; reporting; claims for 
advances and reimbursements; special tests and provisions ; 
financial reports; and amounts claimed or used for matching that 
are applicable to its major federal awards program which is 
identified in the accompanying schedule of federal awards for the 
year ended December 31 , 1995 . The management of St . Thomas is 
responsible for St . Thomas" compliance with those requirements . 
Our responsibility is to express an opinion on compliance with 
those requirements based on our audit . 

We conducted our audit of compliance with those requirements in 
accordance with generally accepted auditing standards , Government 
~ ditina Standards , issued by the Comptroller General of the United 
States, and the provisions of OMB Circular A-133. Those standards 
and the provisions of OMB circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether 
material noncompliance with the requirements referred to above 
occurred . An audit includes examining , on a test basis, evidence 
about St . Thomas" compliance with those requirements. We believe 
that our audit provides a reasonable basis for our opinion . 
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INDEPENDENT AUDITORS ' REPORT ON COMPLIANCE 
W ITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR 

FEDERA L AWAR DS PROGRAM S 

(CONTINUED) 

The results of our audit procedures did not disclose any immaterial 
instances of noncompliance with the requirements previously 
referred to . 

In our opinion , St . Thomas complied
, in all material respects

, with th
e requirements governing types of services allowed or unallowed ; 

eligibility ; matching , level of effort
, or earmarking; reporting ; 

claims for advances and reimbursements; special tests and 
provisions ; financial reports; and amounts claimed or used for 
matching that are applicable to its major federal program for the 
year ended December 31 , 1995 . 

This report is intended for the information of the Board 
of Directors

, management , and the U .S . Departments of Health and Human 
Services , Agriculture , and Housing and Urban Development

. This 
restriction is not intended to limit the distribution of this 
report which , upon acceptance by St. Thomas

, is a matter of public 
record . 

BRU N O &  TERV A LO N 
CERTIFIED PU BLIC A CCO U N TA N TS 

June 14 , 1996 

CERTIFIED PUBLIC ACCOUNIANTS 

Tervalon 
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INDEPENDENT AU DITORS " REPORT ON COMPL IANCE 
WITH SPECIFIC REQUIREMENTS APPLICABLE TO NONMAJOR 

PROGRAM TRANSACTIONS 
(CONTINUED) 

This report is intended for the information of the Board of 
Directors , management , and U .S . Departments of Health and Human 
Services , Agriculture and Housing and Urban Development . This 
restriction is not intended to limit the distribution of this 
report which , upon acceptance by St. Thomas , is a matter of public 
record . 

BRU N O &  TERV A LO N 
CERTIFIED PU BLIC A CCO U N TA N TS 

June 14 , 1996 

CERTIFIED PUBtlC ACCOUNFANTS 

Tervalo n 
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Tervalon 
MICflAEL B BRUNO CPA 
~[CIDE J ]ERVALON JR CPA 

INDEPENDENT AUDITORS ' R EPORT ON COMPL IANCE 
WITH THE GENERAL REQUIREMENTS APPLICABLE 

TO FEDERA L AWAR DS PROGRAM S 

To the Board of Directors of 
St . Thomas Health Services , Inc . 

We have audited the financial statements of St . Thomas Health 
Services, Inc. (a non-profit organization-St. Thomas) as of and for 
the year ended December 31, 1995 and have issued our report thereon 
dated June 14 , 1996 . 

We have applied procedures to test 
following requirements applicable 
are identified in the accompanying 
the year ended December 31 , 1995 : 

St . Thomas " compliance with the 
to its federal programs , which 
schedule of federal awards for 

G en era l R eau irem ent e 

O Political Activity 
o Civil Rights 
o Federal Financial Reports 
o Administrative Requirements 

o Allowable Costs/Cost 
Principles 

o Drug-Free Workplace Act 
o Cash Management 

Our procedures were limited to the applicable procedures described 
in the Office of Management and Budget 's Compliance supplement for 
Single Audits of Educational Institutions and Other Nonprofit 
Organizations . Our procedures were substantially less in scope 

than an audit, the objective of which is the expression of an 
opinion on St . Thomas' compliance with the requirements listed in 
the preceding paragraph . Accordingly , we do not express such an 
opinion . 
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INDEPENDENT AU DITORS ' R EPORT ON COM PL IANCE 
WITH THE GENERAL REQUIREMENTS APPLICABLE 

TO FEDERA L AWAR DS PROGRAM S 

(CONTINUED) 

With respect to the items tested , the results of our procedures 
disclosed no material instances of noncompliance with the 
requirements listed in the second paragraph of this report . With 
respect to items not tested , nothing came to our attention that 
caused us to believe that St . Thomas had not complied , in all 
material respects , with those requirements . 

This report is intended for the information of the Board of 
Directors , management , and the U .S . Departments of Health and Human 
Services, Agriculture , and Housing and Urban Development . This 
restriction is not intended to limit the distribution of this 
report which , upon acceptance by St . Thomas , is a matter of public 
record . 

BRU N O &  TERV A LO N 
CERTIFIED PUBLIC AccoUNTANTS 

June 14 , 1996 

B ru n o C [ RIIF I[ D PUB[ IC ACCOUNIANIS 

Tervalo n 
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ST . TH O M A S H EA LTH  SERV IC ES, IN C . 
SCHEDULE OF PR IOR FINDINGS AND RECOMM ENDAT IONS 

The prior audit report for the 
contained the following findings. 
by St . Thomas to resolve the prior 

year ended December 31 , 1994 
The status of the action taken 
audit findings are as follows: 

i . PAYROLL COSTS-GREAT EXPECTATIONS 

2 . 

We noted during the audit that 
payroll and related tax expense 
for the part-time pediatrician 
were less than the cost report 
am ount . 

St . Thomas is still presently 
negotiating a final determination 
for this condition . As such , 
t h i s c o n d it io n r em a in s 
unresolved . 

We noted during the audit that 
St . Thomas had not established 
adequate procedures to ensure 
that program income was 
calculated and recorded properly . 

St . Thomas has developed 
procedures to ensure that program 
income was calculated and 
recorded properly . However , such 
procedures were not applied to 
the Great Expectation grant 
during 1995. As such , this 
condition remains unresolved . 
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ST. TH O M A S H EA LTH SERV ICES, IN C . 

EX IT CONFERENCE 

An exit conference was held and those in attendance were as 
follows : 

~ . THOMA ~ H EALTH SERVICES . INC 

Dr . Donald Erwin 

Dr . Mary Abell 

Mr . Tony Keck 

- -  Chairman of the Board 
of Directors 

- -  Medical Director 

- -  Administrative Director 

Mr . Edward Phillips -- Audit Supervisor 

The audit report was discussed . This report is intended solely for 
the use of the Board of Directors , management and the U .S . 
Departments of Health and Human Services , Agriculture and Housing 
and Urban Development and should not be used for any other purpose . 

BR U N O &  TERVA LO N 
C ERTIFIED PU BLIC A CCO U N TA N TS 

June 14 , 1996 
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8~ Tervalon 
MICHAEL B BRUNO CF'A 
ALCIDE J ]E RVAI ON JR , CPA 

IN D EPE N D EN T A I]D IT O R S' C O M M EN T S T O  M A N A G E M EN T 

To the Board of Directors 
St . Thomas Health Services , Inc . 

We have audited the financial 

Services, Inc. (St. 
and have issued our 

Thomas) for 
statements of St . Thomas Health 
the year ended December 31 , 1995 

report thereon dated June 14 , 1996 . 

As part of our audit , we made a study and evaluation of the 
internal control structure , including applicable internal 
administrative controls , to the extent we considered necessary to 
evaluate the internal control structure as required by generally 
accepted auditing standards . 

During our audit we became aware of several matters that are 
opportunities for strengthening internal controls and operating 
efficiency . The memorandum that accompanies this letter provides 
background information on the internal control structure and also 
summarizes our comments and suggestions regarding those matters . 

Additionally , in connection with our audit , we reviewed the prior - 
year 's auditors comments to management to determine whether 
management had implemented appropriate action to correct the 
conditions giving rise to the comments . The results of our review 
with respect to the prior-year 's auditors comments to management 
are described in the prior year comments section . 

This letter does not affect our report dated June 14, 1996 on the 
financial statements of St . Thomas. 
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i . 

2 . 

IN D EPEN D EN T A U D ITO RS' CO M M EN TS TO M A N A G EM EN T 

We noted during our audit that management of St . Thomas failed 
to disburse payroll tax deposits to the Internal Revenue 
Service for the third and fourth quarter of 1995 resulting in 
a tax liability of $97,635. 

We recommend that immediate attention be given to this 
delinquency . Also , we recommend that management adhere to 
established procedures with regard to payroll tax deposits . 

We noted during our audit that certain time cards had not been 
approved by the employees' immediate supervisor prior to 
processing for payment . 

We recommend that management of St . Thomas adhere to 
established procedures when processing time cards for payment . 

B ru n o  CER11FIED PUBLIC ACCOUNIANIS 

Tervalo n 
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PR I 

Tervalo n 



i . 

2 . 

(CONTINUED) 

Presently , it is the policy of St . Thomas to prepare and 
submit an annual budget for the upcoming year to its Board for 
approval. However , it was also noted during our December 31 , 
1993 audit that St . Thomas does not routinely prepare any 
cashflow projections in connection with the budget 
preparation . 

While the overall budget for the year provides a framework for 
St . Thomas' financial operations , we believe that without 
incorporating cash flow projections into the budget 
preparation process a vital step is being omitted . We 
believe that by including cash flow projections in St. Thomas" 
budget preparation process certain benefits can be obtained . 

St . Thomas has developed procedures to 
projections are included within the 
process . 

ensure that cashflow 
budget preparation 

Our December 31 , 1993 audit disclosed that accountability 
records were not prepared for the receipt of donations. 
However , during 1994 , procedures have been developed for the 
establishment of accountability records for the receipt of 
donations . 

St . Thomas has developed procedures to ensure accountability 
records are maintained for donations . 

C ERIIFIED PUBLIC ACCOUNIANTS 

4 



3 . 

4 . 

5 . 

(CONTINUED) 

We noted during our December 31, 1994 audit that St . Thomas 
had not utilized established procedures for tagging fixed 
assets . 

St . Thomas has established procedures for tagging fixed 
assets . 

We noted during our December 31 , 1994 audit that St . Thomas 
did not require a contractor to provide monthly invoices for 
services rendered to St . Thomas . Also , we noted that the 
vendor file for this contractor did not contain documentation 
for authorizations for each monthly payment to the contractor . 

St . Thomas has developed procedures to ensure monthly invoices 
are rendered for such services , and that such invoices are 
approved prior to payment . 

We noted that the receiving report for one invoice was not 
signed by a St . Thomas employee to indicate receipt of the 
goods . 

We did not note a similar condition during the December 31, 
1995 audit . 

]l~]rl.~]l~o  CERTIFIED PUBUC ACCOUNIANTS 
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6 . 

7 . 

8 . 

(CONTINUED) 

We noted during our audit that the personnel action form was 
not signed for one (I) employee out of ten (i0) tested. 

We did not note a similar condition during the December 31, 
1995 audit . 

We noted during our December 31, 1994 audit that St . Thomas 
received volunteer part-time nutritionist services for seven 
(7) months in connection with the WIC grant. The revenue 
received from the WIC grant is to be used , in part , for 
nutritionist payroll costs. However , it did not appear that 
the State was made aware that St . Thomas was receiving In-Kind 
services for the nutritionist . 

During 1995, St . Thomas did not receive volunteer part-time 
Nutritionist services for the WIC grant . 

We noted during our December 31, 1994 audit that St . Thomas 
purchased over $15,000 in exercise equipment using Primary 
Care Clinic Grant funds. The purchase required a change in 
the original grant budget . However , St . Thomas did not 
receive written approval from the State for the purchase until 
after the transaction occurred . 

We did not note a similar condition during the December 31, 
1995 audit . 

~l~]r"~ ]l~o  cE RTIFI~ D PUBLIC ACCOUNIAN~S 
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9 . 

(CONTINUED) 

We noted during our December 31 , 1994 audit that St . Thomas 
had $2,764 in unexpended Primary Care clinic Grant funds at 
December 31, 1994. According to the grant agreement, all 
unexpended grant funds are to be returned to the funding 
s o u r c e . 

During 1995, we noted that St . Thomas incurred eligible grant 
costs that were applied against the unexpended grants funds. 

We will review the status of these comments during our next audit 
engagement . We have already discussed many of these comments and 
suggestions with appropriate personnel, and we will be pleased to 
discuss them in further detail at your earliest convenience , to 
perform any addit ional study of these matters , or to assist you in 
implementing the recommendations . 

BRU N O &  TERV A LO N 
CERTIFIED PU BLIC A C CO U N TA N TS 

June 14 , 1996 
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