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FINANCIAL INFORMATION SECTION 



])ITTS ~~ ~VIATTE a corporadon of certified public accollntanls 
INDEPENDENT AUDITORS' REPORT 

We have audited the accompanying balance sheet of Teche Action Board, Inc., (a nonprofit organization) as of May 3], 1996, and the related statements of operations, and cash flows for the year then ended. These financial statements are the responsibility of Teche Action Board, Inc.'s management. 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, issued by the Comptroller General of the United States; and the provisions of Office of Management and Budget Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and 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. ]n our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Teche Action Board, Inc., as of May 31, 1996, and the results of its operations, and cash flows for the year then ended, in conformity with generally accepted accounting principles. 
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As discussed in Note ID to the financial statements, during the current year, the Board changed its method of accounting for contributions and its method of financial reporting and financial statement presentation as prescribed by Statements of Financial Accor~nting Standards No. 116, "Accounting for Contributions Received and Contributions Made" and No. 117, "Financial Statements of Not-for-Profit Organizations". In accordance with Government Auditinq Standards, we have also issued a report dated August 14, ]996 on our consideration of Teche Action Board, Inc.'s internal control structure and a report dated August 14, 1996 on its compliance with laws and regulations. Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplementary information, Financial Status Report (FSR), is presented for purposes of additional analysis and is not a required part of the basic financial statements of Teche Action Board, Inc. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken a whole. 
August 14, 1996 / 
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TECHE ACTION BOARD, INC STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS For the Year Ended May 31, 1996 
Results of operatlons: Net patient service revenue Other operatl Federal gra Pharmacy in State grant 
Total operatlng revenue 

Operating expenses: Personal services Fringe benefits Travel Supplies Patient care contractual Other contractual Bad debts Depreciation General and administrative Total operating expenses Loss from operatlons 

Excess of expenses over revenues 
531 8,295 (--3,003) 

Net assets at May 31, 1995 as restated 
Net assets at May 31, 1996 

1.032,592 
993 148 50 191 
549 000 000 549 2,224,141 

1,219 171 6 411 ii0 78 142 83 112 

384 067 151 491 055 019 623 273 802 2.334,865 ( 110,724) 
5.823 ( 104,901) 1,575,461 

The accompanying notes are an integral part of these financial statements 
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TECHE ACTION BOARD, INC STATEMENT OF CASH FLOWS For the Year Ended May 31, 1996 Increase (Decrease) in Cash and Cash Equivalents 
Cash flows from operating activities: Cash Cash Cash Cash Cash Cash Cash 
received received received received received paid to paid to 
from from from from from 
patients and third party payors federal grantors state grantors donations interest suppliers employees and contractual 

$ I, i, 182 006 50 8 675 436 
248 926 000 295 531 953 215 Net cash flows provided by operating activities 135,832 Cash flows from investing activltles Cash paid for capital acquisitions Net cash used in investing activltles Cash flows from financing activities: Cash paid for note payable Net cash flows from financing activities Net increase in cash Cash at beginning of year Cash at end of year 

(_ 12,541) (_ 12,541) 
(_ 103,970) ( 103,970) 19,321 23,473 $ 42r79~ 



Reconciliation of net income to net cash provided by operating activities: 
Excess of expenses over revenues AdjuE~tments to reconcile operating income to net cash provided by operating activities: Depreciation 83,273 Change in assets and liabilities Decrease in patient accounts receivable Decrease in grant receivable Decrease in third party payor receivable Increase in other receivables Decrease in inventory Increase in prepaid expenses Decrease in accounts payable Decrease in accrued expenses Increase in third party settlement payable Decrease in retainage payable Decrease in eontracts payable Total adjustments Net cash provided by operating activities 

91 13 90 24 II 2 14 9 12 5 

884 377 109 789 828 282 395 678 761 235 120 

$(I04,901) 

24~33 $ i_3~832 

The accompanying notes are an integral part of these financial statements 5- 



TECHE ACTION BOARD, INC. Notes to the Financial Statements May 31, ]996 NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES A summary of the Board's accounting policies applied in the preparation of the accompanying financial statements follows: A. Net patient service revenue Net net and patient service revenue is reported at the estimated realizable amounts from patients, third party payers, others for services rendered, including estimated retroactive adjustments under reimbursement agreements with third-party payors - Medicare and Medicaid. Retroactive adjustments are accrued on an estimated basis in the period the related services are rendered and adjusted in future periods as final settlements are determined. B. Slidina fee scale adjustments The Board has a policy of providing services to patients based on the patient's economic circumstances on the date of service. Such patients are identified based on financial information obtained from the patient. Adjustments are made whereby charges to these patients are reduced or eliminated. These adjustments are known as sliding fee scale adjustments. Since the Board does not expect payment from these patients, estimated charges for these services are not included in net patient service revenue. C. Third party settlements - Medicare/Medicaid Under Medicare and Medicaid, the Board is reimbursed for services provided to those patients who qualify. Interim payments made from these contractual agreements are usually less than established charges and the cost of the service provided. Final settlement through Medicare and Medicaid is determined upon submission of an annual cost report and audits conducted by Medicare and Medicaid. Net patient service revenue is adjusted as required in subsequent periods based on final settlement. Chanqe in Accountinq Principle and Financial Statement Presentation During 1996, the Board adopted the method specified in Financial Accounting Standards Board (FASB) Statement No. 116, "Accounting for Contributions Received and Contributions Made". In general contributed goods that meet the proper criteria are recorded as items of support or revenue with a like amount recorded as expense upon receipt at fair market value. See Note 8 for further information on the Board's contributions. The Board also adopted FASB Statement No. 117, "Financial Statements of Not-for--profit Organizations." --6- 



NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued) Under the provisions of Statement No. 117, Not-for-profit entities are required to report information regarding its financial position and operations according to three classes of net assets: unrestricted, temporarily restricted and permanently restricted. In accordance with the provisions of the statement, the Board hss elected to report all contributions and grants with donor stipulations that are satisfied in the current year as unrestricted contributions. Therefore all the Board's net assets are reported as unrestricted. To adjust for the effects of this statement, the Board restated its combined equity of $],575,461 at May 31, 1995 (Retained Earnings of $225,803 and Contributed Capital of $],349,658) to Unrestricted Net Assets. E. Inventories Inventory is valued at the ]ower of cost (first-in, first out method) or market. F. Property and emulmment Property and is computed equipment are carried at cost. Depreciation using the estimated useful lives of G. Income taxes 
H. Cash and Cash Eauivalents 

straight-line method over the the assets. 

For purposes of the statement considers all cash, invested highly liquid investments with than 90 days to be cash and/or 
of cash flows, the Board cash, and all short term original maturities of less cash equivalents. NOTE 2 - FORMATION AND SCOPE OF OPERATION Teche Action Board is a not-for-profit corporation, organized in 1974, whose purpose is to provide comprehensive health care to area residents, in particular, care for the socio-economically disadvantaged. The clinic's area of service is St. Mary Parish. Teche Action Board's scope of primary health care services include pediatric, internal medicine and preventive health care, including family dental care and limited mental health services. The board also offers complete ancillary services including pharmacy. One specialty service, podiatry is available twice weekly. 
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NOTE 3 - INVENTORY Inventory consists of the following at May 3 Medical supplies Pharmacy Office supplies Dental supplies 
NOTE 4 - PROPERTY AND EQUIPMENT The following is a costs and estimated 

Cateciorv 
summary of property and useful lives at May 31, 

Office furniture and equipment Medical and other equipment Dental equipment Vehicles Building and building improvements Less: accumulated depreciation 
NOTE 5 - COMPENSATED ABSENCES 

Cost $155,506 89,383 92,631 19,718 ~,2360~_05454 5-35 years 1,593,292 ( 425,997) $~ 167 2~i~gs 
Employees earn annual leave based upon length of service and hours worked. At May 31, 1996, approximately $36,500 has been accrued in connection with these compensated absences. NOTE; 6 - THIRD PARTY SETTLEMENTS - MEDICARE/MEDICAID As noted above, Medicaid and Medicare reimbursements are generally less than charges normally established for those services. A Federally Qualified Health Center (FQHC) may recover some of these costs incurred providing Medicare and Medicaid services through submission of annual cost reports. During the year under audit, Teche Action Board applied for reimbursements for the period June l, ]995 through May 31, 1996. In addition, certain Medicaid and Medicare cost reports for prior years have been filed and are still open for review by third p~rty funding agencies. Some reimbursements are still due from these funding agencies. The total of all reimbursements due at May 31, 1996 is approximately $133,000. Both the Medicaid and Medicare reimbursement amounts for 1996 are included in net patient service revenue. The Medicare reimbursement receivable for 1996, is approximately $6,000. For 1996, the Board received excess reimbursements during the year under the Medicaid program and owes approximately $9,800 to Medicaid. 
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NOTE 7 - NET PATIENT SERVICE REVENUE The following is a summary of patient revenue and its associated adjustments at May 31, 1996. (]ross patient service revenue Less: 
Total 
Sliding fee adjustment Contractual adjustments 

scale adjustments 
Net patient service revenue NOTE 8 - UTILIZATION OF CONTRIBUTIONS 

$( 553,272) (244,220) 
$ 1,830,084 
(_ 797,492) $ ! 0~Q/232,592 

During the year, the Board received in-kind contributions from one of its pharmaceutical companies in the form of free medications to be distributed to certain patients of the clinic. The contributions totaled approximately $148,000 during the year and are accounted for as contribution revenue and supplies expense in the financial statements. NOTE 9 - CLASSIFICATION OF EXPENSES The following schedule summarizes the operating expenses by major service area for the year ended May 31, 1996: 
eratina Expenses Personnel services Fringe Travel Supplies Patient care Other Bad debts Depreciation General & administrative Total operating expenses 
ODeratina Expenses Personnel services Fringe Travel Supplies Patient care Other Bad debts Depreciation General & administrative Total operating expenses 

General and Administrative $151,397 90,405 6,151 38,463 11,259 76,999 ]42,623 27,100 112~2_0_2_ $657u5_99 
Pharmac~ $149,846 12,124 258,448 ( 2,035) 

Medical $635,403 43,680 41,502 48,918 510 

Dental $]30,729 13,651 43,272 1,578 510 28,352 27,821 $21 ~ 561 
Support Services Total $152,009 11,207 29,806 50,335 

$418~38~3 $243,35~ $2~334,865 
--9- 



NOTE i0 - RELATED PARTY 

NOTE 11 - COMMITMENTS SulOsequent to the Board's year end, a contract was signed with an outside billing agency to perform billing for the Board's Medicaid and Medicare services. The fee for this service is based on 8% of the actual fees collected. NOTE 12 - CONTIINGENCIES The Board received funds under one federally assisted program in addition to Medicare and Medicaid. This program is audited in accordance with the Sin~le___Audit Act of 1984. Audits of prior years have not resulted in any material disallowed costs for the program; however, grantor agencies may provide for further examinations. Based on prior experience, the Board's management believes that further examinations would not result in any material disallowed costs. NOTE ]3 - CONCENTRATIONS Forty-four percent of the Board's funding is obtained from a federal grant from the Department of Health and Human Services, under the Community Health Centers Program. 

I0 



SUPPLEMENTARY INFORMATION 



FINANCIAL STATUS REPORT (Long Form) ~=~otal Agency aF)C& Org~$1z~l,0n~l E $om~nt 2, Federel Of~t ~ Other Ident,lylng Number ASs,gred I OMB Approval Io Which n~ort is SUbmlned By Federal AgBfCy I NO 0348--0039 Public Health Service CSH 600374-20-0 3 n~,p,ont Oroan,zat,on (N=~e and c~,p~ete a~dmss, inCluding ZIP code) Ieche Action Board, Inc. 1115 Weber Street, Franklin, LA 70538 4 Employer Idenbf~at~n Number 5, Recipient Account Number or Identifying Number DCashs~sAccrua$ 72-6073441 9 Period Covered by this Report From: (Month, Day, Year) 1o: (MC~ ill, Day. Yearl 8 ru,,dingJOr~tPor,o~J (S()B Insfrucbons) To: (Mon05/31/97 Year) 06/01/95 05t /31/96 From: (Month. Day. YB~) 07101/74 I ~od III Previously nep(xt~ Cumulabve 8. ToW outlays $2,121,228 -0- C Prf~ram income ur~ld in e~otda~C6 with the deductk~ 81tematwe -0- d Netc~tlays(Unea, teSsthesumoflinesbandc) 2,121.228 ~Reclplent'~ghare of net outlayl, consl|nng of: e. Th~re pa~ (in.kind) conthbutOns 148,000 f. other FodefaJ awards autho~ize<i to be used to match this award -0- O. PioOram income used in accord~."~c~ with the mBtchirbg or cost sharmO eJcemabvo 8B9,969 h All other recip~enl ~tlsys POt shown on llnes e, I ~ g 89,710" i lotalrec,P, entshareolnetoutlBys(Sumoftinese, f,gandh) 1,127,679 I Federal sha,'e of net Outlays (hne d less line i) 993,549 k "fo,~ ur,.~u,dBted o~a~,o~s m m -0- B / E -0- m FEWIO,~J sha/e O[ utd~ig~ate(J ob~it~abo~ I W I I -o- m n. TotaJ lede~ al share (sum of h~es j and m) U / I R 993,549 i o Tow,~od. ~t~,.~,~ o,,~i~ be~ / 993,549 p U~bli0aIed bala,'x~ of federal funds (Une o minus line n) ! I -0- i o,oq,.D~sb~r.~Bd.progr0&q~ i~o shown On I~nes C and/or g above m i B89,969 m I -0- r Disbursed p~ogranl intone usi~j the addi1:on alternative / l m -0~ i , ,oN ~,o,~,o~,.od,s.~ o(,,~o. 0, ,.oo.) 889,969 I" Type[]fP,~s,o~Place "X" Oi P,~ole~r~Jate box O F,r~ d O Fixed 11 Indirect Expense r b .~to io.._ i0. ToW..~ ro ~,,s, 12 Remarks:Attachenyex~sna~onsdeemednecessa~ orin~a#~ reeuiredbyFederalsponsonngagencyincom~sance w~ governinglogisle~on *Line 1O(h) consists of: State Grant $50,000 Excess program Donations 5,823 income from prior year 33,887 13 Ce~bficat~n: Icertifunoliqbu~sted}obaglUonl~iredforlthebpurpose~ set sfor rtb tIn at~ee l~w e~a ddocuments. a}*l~d Iy~o~ Prlnt~ Nam, e~ Title i,o.,o];;;;0%~%T Rev. Leoel Watson Signature of AuthorCzed Cerb~qP@ Offw31~ll ~'~n n u~~r~a rS~;? 1997 
-11- 



FEDERAL AWARDS, INTERNAL ACCOUNTING CONTROL, AND COMPLIANCE SECTION 



])ITTS ~~ ~VIATTE a corporation of certified public accountants 
INDEPENDENT AUDITORS' FEDERAL 

Board of Directors Teche Action Board, Inc Franklin, Louisiana 
REPORT ON SCHEDULE OF AWARDS 

We have audited the financial statements of the Teche Action Board, Inc., (a nonprofit organization) as of and for the year ended May 3], ]996, and have issued our report thereon dated August 14, ]996. These financial statements are the responsibility of the Teche Action Board, Inc.'s management. Our responsibility is to express an opinion on these basic financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and OMB Circular A-133 require that we plan and perform the audJt 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. Our the as pre req in app our rel 

audit was conducted for the purpose of forming an opinion on basic financial statements of Teche Action Board, Inc., taken 

August 14, ]996 
-12-- p. o. box 2363 -- morgan city, louisiana 70381-2363 -- (504) 384-7545 



TECHE ACTION BOARD, INC Schedule of Federal Awards For the Year Ended May 31, 1996 
FEDERAL GRANTOR/ PASS-THROUGH GRANTOR NAME/ PROGRAM TITLE ~ S. DeDartment of Healt and Human Serylces 
Total federal financial assistance * denotes major program 

CFDA NUMBER REVENUE 

13- 

EXPENDITURES 

$993,549 $993,549 $993v549 



])]TTS ~ MATT]~ a corporation of certified public accountants 
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED ]IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Directors Teche Action Board, Inc Franklin, LouisSana We have audited the financial statements of the Teche Action Board, Inc., (a nonprofit organization) as of and for the year ended May 31, 1996, and have issued our report thereon dated August 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, and the provisions of Office of Management and Budget Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and 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 mis~;tatement. The management of Teche Action Board, Inc., 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 managements' 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. 

-]4-- p, o. box 2363 -- morgan city, louisiana 70381-2363 -- (504) 384-7545 



In planning and performing our audit of the financial statements of Teche Action Board, Inc., for the year ended May 31, 1996, we obtained an understanding of the internal control structure. With respect to 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 ma de st or fi of 
tters coming to our attention relating to significant ficiencies in the design or operation of the internal control ructure that, in our judgement, could adversely affect the ganization's ability to record, process, summarize, and report nancial data in a manner that is consistent with the assertions management in the financial statements. A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that errors or 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 described in the material weakness section is a material weakness. This condition was considered in determining the nature, timing, and extent of the procedures to be performed in our audit of the financial statements of Teche Action Board, Inc., for the year ended May 31, 1996. This matter is described in the material weakness section of this report. A similar letter issued by us dated January 25, ]996, for the period ended May 31, 1995 reported one material weakness in internal accounting control which was corrected in the current year 
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August 14, 1996 
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MATERIAL WEAKNESS 



Patient Fees - Pharmacy Background: When a patient has a prescription to be filled by the Teche Action Board's pharmacy department a prenumbered document (a pharmacy encounter form) is generated within the pharmacy department. Once the prescription is filled, a copy of the encounter form is attached to the filled prescription. A filled prescription will be either picked up and paid, not paid for because the patient is eligible for donated drugs, or returned to stock for failure to pick up the prescription. If money is collected within the pharmacy department, it is deposited into a cash register within the department:. At the end of each day a tape is run evidencing how much money was put into the register and remitted to the accounting department for deposit and recording into the accounting records. Auditors' Comments Condition: We noted the following internal control pharmacy deficiencies: i. Reconciliation of amounts actually collected to amounts which should have been collected, based upon patients paying for prescriptions, could not be accomplished. This was due to lack of documentation of actual fees collected by individual patients compared to the cash register collections. 2. Access to the cash register is not properly physically safeguarded in the pharmacy department. In fact, all three employees in the department have access to the register. 3. The numerical sequence of the pharmacy encounter forms generated by the pharmacy department could not be verified. Criteria: The objectives of an internal control structure are to provide reasonable, assurance that assets are safeguarded against loss from unauthorized use or disposition and that sufficient documentation exists for amounts recorded in the financial statements. Effect: Failure to maintain controls over pharmacy receipts can result; in the under or over statement of revenues by the pharmacy department. Cause: Lack of a system to provide underlying documentation for the amounts collected in pharmacy. 
17 



Manaaement' s Comments Ma In we no Ph is as ad ac 

agement has recognized that there are weaknesses in the ernal Control structure of the Pharmacy. These weaknesses e primarily due to the fact that our Pharmacy Department was utilizing the Med-Care Patient Billing System. The rmacy department utilizes the Etreby Pharmacy System which not a patient billing module. This Etreby Pharmacy System ist the Pharmacist in patient drug counseling and flagging erse drug reactions. The current Med-Care system cannot omplish these necessary functions. As of November i, 1996, the Pharmacy department began entering individual charges and payments into the Med-Care System. These charges and payments can be traced back to a Pharmacy Encounter Form and the individual patient's chart. At the end of each day, the Pharmacy Clerk (Pharmacist in Pharmacy Clerk's absence) counts the funds in the register, make a deposit slip, prints a charge and receipt listing and reconciles the Med-Care report to the individual encounter forms. The Clerk or Pinarmacist are unable to delete any charges or payments from the Med-Care system. All encounter forms are prenumbered and accounted for. Tine cash register within the Pharmacy functions as a locked drawer. The Clerk and Pharmacist are instructed to lock the register whenever they leave the Pharmacy. One weakness is tlnat all three employees have access to the register. Because of lunch breaks and other duties, it is highly unlikely that only one employee can work the register. With respect to the numbering of the encounter forms, Pharmacy utilizes prenumbered encounter forms. No encounter forms are destroyed. All voided encounter forms are indicated as a void. We have documented the beginning encounter number and will again document the ending encounter number. These encounter forms are not Med-Care related. Thus, they do not flow through the Med-Care computer system. The major weakness is having to manually bridge the two separate systems. Teche Action Clinic will continue to experience some Internal Control difficulties because of the separate computer systems. We are currently seeking funding to purchase a new software system that integrates all of the separate components (General Ledger, Patient Billing, Accounts Payable, Payroll, Inventory, Pharmacy, etc.) 
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IPITTS; ~ MATTE a corporation of certified public accountants 
INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS 
Board of Directors Teche Action Board, Inc. Franklin, Louisiana 
We have audited the financial statements of Teche Action Board, Inc., (a nonprofit organization) as of and for the year ended May 31, 1996, and have issued our report thereon dated August I4, ]996. We have also audited Teche Action Board's compliance with requirements applicable to major federal programs and have issued our report thereon dated August ]4, ]996. We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions." Those standards and 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 and about whether Teche Action Board, Inc., complied with laws and regulations, noncompliance with which would be material to a major federal award program. In planning and performing our audits of Teche Action Board, Inc., for the year ended May 31, 3996, we considered the Board's internal control structure in order to determine our auditing procedures for the purpose of expressing our opinions on Teche Action Board's financial statements and on its compliance with requirements applicable to major programs and to report on the internal control structure in accordance with OMB Circular A-133. This report addresses our consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal awards programs. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements in a separate report dated August 14, ]996. 

--19- p. o. box 2363 -- morgan city, louisiana 70381-2363 -- (504) 384-7545 



The management of Teche Action Board, Inc., 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 award 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 used in administering federal programs in the following categories: 
FEDERAL AWARD ADMINISTRATIVE CONTROLS General Reouirements Political activity Civil rightE; Cash management Federal financial reports Allowable costs/cost principles Drug-Free Workplace Act Administrative requirements Specific Reouirements Types of services allowed or unallowed Eligibility Matching, level of effort, or earmarking requirements Reporting claims for advances and reimbursements; and amounts claimed or used for matching Audited financial statements are reported in accordance with Generally Accepted Accounting Principles Requirement that payments are being made in accordance with the sliding fee scale Requirement for proper use of excess program income Requirement for BCRR reporting (Table 6) reconciles to underlying accounting records Requirement that the grantee be tax-exempt Requirement for use of non-grant funds prior to the use of grant funds 

20 



For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended May 31, 1996, Teche Action Board, Inc., expended 100% of its total federal awards under a major federal award program. We performed tests of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that we considered 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 the Board's major federal award 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 structure policies and procedures. Accordingly, we do not express such an opinion. 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 constitute material weaknesses under standards established by the American Institute of Certified Public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal 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 award program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control structure and its operations that we consider to be material weaknesses as defined above. A similar letter issued by us dated January 25, 1996 for the year ended May 31, 1995, reported one reportable condition. This condition was corrected during the year ended May 31, 1996. This report is intended for the information of the finance co~nittee, management, funding agencies, and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 
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PH'T~ & MATTE a corporation of certified public accountants 
]NDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Directors Teche Action Board, Inc Franklin, Louisiana 
We have audited the financial statements of Teche Action Board, Inc., (a nonprofit organization) as of and for the year ended May 31, 1996, and have issued our report thereon dated August 14, ]996. We conducted our audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and provisions of Office of Management and Budget Circular A-133 "Audits of Institutions of Higher Education and Other Nonprofit Institutions". Those standards and 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. Compliance with laws, regulations, contracts, and grants applicable to Teche Action Board, Inc., is the responsibility of Teche Action Board, Inc.'s management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of Teche Action Board, Inc.'s compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of our tests disclosed one instance of noncompliance that is required to be reported herein under Government Auditing Standards. This instance of noncompliance is explained in the item of noncolnpliance section of this report. We considered this instance of noncompliance in forming our opinion on whether Teche Action Board, Inc.'s 1996 financial statements are presented fairly, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated August 14, 1996, on those financial statements. 
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A similar report issued by us dated January 25, 1996, for the year ended May 31, 1995, reported no instances of noncompliance. This report is intended for the information of the finance co~nittee, management, all funding agencies, and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 

August 14, 1996 
CERTIFIED PUBLIC ACCOUNTANTS 
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ITEM OF NONCOMPLIANCE 



Auditor's Comments Condition: deadline 
AUDIT COMPLETION DEADLINE 

Completion of annual audit has exceeded the 
Criteria: State law requires that audits be completed within six months of the close of the entity's fiscal year. Effect: Noncompliance with state laws Cause: The Board participates in the Medicare and Medicaid health care reimbursement programs and, as such, is required to file annual cost reports to determine year-end settlement amounts to be accrued for audit purposes. During the year, the Board made a change in the way the Medicare claims were being fi]ed, which affected the Medicare cost report. Additional time was required by the Board's staff and the consultant to complete the Medicare cost report in order to obtain an accurate settlement amount to be included in the current audited financial statements. Manaaement's Comments: Teche Action Clinic's management recognizes the need to have the audit completed in a timely manner. There were several occurrences which led to the lateness of this year's audit report. As mentioned, Teehe Action Clinic began filing FQHC claims to Aetna Medicare. A delay occurred in having to manually create logs which contained information that was not suitable for FQHC purposes, Teche Action's current staff nor the current preparer of the cost reports were familiar enough with the FQHC requirements. The audit report was also delayed due to a question in Teche Action Clinic's Pharmacy internal control procedures. These procedures were in place for several years. However, we have since changed Pharmacy procedures which will strengthen controls within the Pharmacy. Teche Action Clinic's management controls that with a more adequate computer system, we would not experience these delays. We are currently in the process of identifying the necessary funding to purchase the much needed fully integrated system. 
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PITTS ~~ MATTI~; a corporalion of certified public accountants 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMI']NTS APPLICABLE TO MAJOR FEDERAL AWARD PROGRAMS 

Board of Directors Teche Action Board, Inc Franklin, Louisiana 
We have audited the financial statements of Teche Action Board Inc., (a nonprofit organization) as of and for the year ended May 3], 1996, and have issued our report thereon dated August 14, 1996. We ihave also audited Teche Action Board, Inc.'s, compliance with the requirements governing types of services allowed or unallowed; eligibility; matching, level of effort, and/or earmarking; reporting; claims for advances and reimbursements; amo~ants claimed or used for matching; the requirement for insuring that audited financial statements are in accordance witlh Generally Accepted Accounting Principles; requirement that payments are being made in accordance with the sliding fee scale; the requirement for proper use of excess program income; requirement for BCRR reporting; the requirement that the grantee be tax-exempt; and the requirement that non-grant funds be used prior to the use of grant funds, that are applicable to its major federal award program, which is identified in the accompanying Schedule of Federal Awards, for the year ended May 31, 1996. The management of Teche Action Board, Inc., is responsible for the Board's 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 accep Auditinq Standards, issued by ted auditing standards, Government the Comptroller General of the United States, and Office of Management and Budget (OMB) Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions." Those standards and 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 in the second paragraph occurred. An audit includes examining, on a test basis, evidence about the Board's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. 
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This report is intended for the information of the finance co~nittee, management, all funding agencies, and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 

August 14, 1996 
/ CERTIFIED PUBLIC ACCOUNTANTS 
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PITTS & ~VIATTJ,: a corporalion of 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICAI3LE TO FEDERAL AWARDS PROGRAMS 

Board of Directors Teche Action Board, Inc Franklin, LouJ siana 
We ]]ave audited the financial statements of Teche Action Board, Inc., (a nonprofit organization) as of and for the year ended May 31, ]996, and have issued our report thereon dated August 14, 1996. We have applied procedures to test Teche Action Board's compliance with the following requirements applicable to its federal awards programs, which are identified in the accompanying Schedule of Federal Awards, for the year ended May 31, 1996: political activity; civil rights; cash management; federal financial reports; allowable cost/cost principles; Drug-Free Workplace Act, and administrative requirements. Our procedures were limited to the applicable procedures described in the Office of Management and Budget's "Compliance Supplement for Audits of Institutions of Higher Learning and Other Nonprofit Institutions". Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on Teche Action Board's compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. 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 Teche Action Board, Inc. had not complied, in all material respects, with those requirements. 
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This report is intended for the information of the finance committee, management, all funding agencies, and the Legislative Auditor. However, this report is a matter of public record, and its distribution is not limited. 

August 14, 1996 

CERTIFIED PUBLIC ACCOUNTANTS 
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