
In planning and performing our audit of the financial statements of Southwest Louisiana Primary Health Care Center, Inc. for the fiscal year ended June 30, 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. Of the management suggestions made for the year ended June 30, 1995, these have been implemented: (a) the board of directors held monthly meetings, (b) payroll was accurately calculated, (c) sliding fees were correctly calculated, (d) patient files were documented to support sliding fee discounts, (e) cash collected for dental charges was appropriately recorded and supported, (f) state withholding remittances were prepared correctly and (g) procedures have been implemented that help to ensure general ledger entries are recorded correctly. We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions 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 consistent witlh the assertions of management in the financial statements. These reportable conditions include 
I. PATIENT AUTHORIZATIONS Findinql We noted five instances where patients did not sign authorization for medical treatment. Recommendation: We recommend that Southwest Louisiana Primary Health Care follow to ensure all patients sign for medical treatment. 2. SLIDING FEE RATES 

their established procedures the appropriate consent forms 
Finding: We noted that the Southwest Louisiana Primary Health Cafe's Dental Department is not discounting rates to the applicable sliding fee schedules as stated within the clinic's policy. The fees are discounted to current medicaid rates. 15 



carryovers of unobligated grant funds, the total amount of funds available in the grant account may exceed the federal share of the approved budget. Those funds are not automatically available to the Clinic. The PHS awarding office exercises sole discretion as to the use of those funds. 
Grantor Aaencies Amounts received from grantor agencies are subject to audit and adjustment by grantor agencies, principally the federal government. Any disallowed expenses, including amounts already collected, may constitute a liability. The amount, if any, of expenses which may be disallowed cannot be determined at this time although the Clinic expects such amounts, if any, to be insignificant. NOTE 9 - THIRD PARTY REIMBURSEMENT In accordance with the Omnibus Budget Reconciliation Act of 1989 (OBRA 89) and 1990 (OBRA 90), reimbursement policies for reasonable cost reimbursement were established for a certain set of Federally-Qualified Health Centers (FQHC) such as the Clinic, rather than reimbursement based upon allowable charges for each service provided. Settlement costs reports completed at year end are subject to audit and adjustment by the servicing agencies, in particular, Blue Gross of Mississippi and Aetna Insurance Companies. NOTE i0 - IN-KIND DRUGS The Clinic receives pharmaceutical drugs at no charge for use in operations. The value of these drugs has not been determined and recorded in these financial statements. NOTE ii - STATE RETIREMENT Effective February of 1994, the Clinic began participation in the Louisiana State Retirement System in lieu of the federal social security system. The employees contribute 7.5% of earnings and the Clinic contributes 12.1% of all employee earnings. The amount expensed during the year ended June 30, 1996, as employee benefits is $71,615. 
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Board of Directors Southwest Louisiana Primary Health Care Center, Inc Opelousas, Louisiana We have audited the balance sheet of Southwest Louisiana Primary Health Care Center, Inc. as of June 30, 1996, and the related statements of activity and cash flows for the year then ended. These financial statements are the responsibility of Southwest Louisiana Primary Health Care Center, 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, 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 Organizations". Those standards 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 Southwest Louisiana Primary Health Care Center, Inc. at June 30, 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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Certified Public Accountants September 17, 1996 



Current Assets (:ash Inventories 

SOUTHgES] LOUISIANA PRIMARY HEALTH CARE CENTER. INC. Opetousas, Louisiana 

Prepaid insurance Accounts receivabte - (net of estimated uncolIectibles) third party settlement receivable Total current assets Property And Equipment Land, buildings & equipment - (net of accurnutated depreciation) Tel:at property and equipment Other Assets 0eposits C, rganization costs - (net of accmlutated amortization) Tolal other assets Total Assets 
LIAB]LITIES AND NET ASSETS Current Liabilities Accounts payabte Accrued expenses PayroLL withholding payabte Retirement payable Total current liabilities Net Assets= Unrestricted Tote[ net assets Tota[ Liabit|t|es and Net Assets 

BALANCE SHEET June30, 1996 
Current Unrestricted Net Assets 
$ 89,407 9,133 1,872 78,796 - 90,118 269,326 
_.457,848 457,848 4,614 5,624 10,238 $ 737 412 
$ 26,012 37,967 5,776 -- 87,690 ~ 157,445 579,967 ~ 579,967 $ 737,412 

The accompanying notes are on integral part of this statement 3 



SUPPORT AND REVENUE 

SOUTHWEST LOUISIANA PR|NARY HEALTH CARE CENTER, INC. Opetousas, LOUisiana 

Operating Revenue Fatient service revenues - (net of contractual allowances) Third party payor settlements ~iscetianeous Interest Income Non, Operating Support Rural Health Initiative grant Physician Supplement grant Total support and revenue EXPENSES Salaries Patient care contractual Payroll taxes Employee benefits Medical drugs and supplies Office expense Travel Utilities Insurance Telephone Repairs and maintenance Outside tab Bad debts Depreciation and amortization Recruiting Professional Services Advertising Contracts Other expenses Total expenses TOTAL (DECREASE) IN UNRESTRICTED MET ASSETS MET ASSETS - beginning of period NET ASSETS - end of period 

STATEMENT OF ACTIVITY For the Year E ndedJune3O, 1996 
Temporarily Restricted Net Assets 

50,000 $ 50,OOO 
50,000 

50,000 

Unrestricted Net Assets 

$ 502,665 $ 1.071.169 
$ 606,734 32,645 92,844 21,057 60,773 28,806 11,740 10,274 67,324 14,409 17,464 42.059 9,785 38,546 11,355 41,515 2,803 7,837 23,478 1,141.448 

Total Net Assets 

502,665 50,000 $ 1,121,169 
656,734 32,645 92,844 21,057 60,773 28.806 11,740 10,274 67,324 14,409 17,464 42.059 9,785 38,546 11,355 41,515 2,803 7,837 23,478 1,191,448 (70,279) (70,279) 650,246 $ 579,967 650.246 $ 579,967 

The accompanying notes are an integral part of this statement 4 



SOUTHWEST LOUISIANA PRIMARY HEALTH CARE CENTER, INC. Ope Lousas, Louisiana STATEHENT OF CASH FLOWS For 1he Year Ended June 30. 1996 
Cash Flows From Operating Activities: Decrease in Net Assets Adjustment to reconcile excess support and revenue to net cash provided by operations Non-cash ite~as included in excess support and rever~: Depreciation and amortization Bad debts Changes in working capitat: Current assets Decrease in accounts receivable Increase in inventories Decrease in prepaids Current liabilities Decrease in accounts payable Increase in accrued expenses Decrease in payroLl withhoLding payabte Increase in retirement payabLe Net cash f|oufromoperatingactivities Cash Flows From Investing Activities: Purchase of property and equipment Increase in deposits Net cash flow from investing activities Net increase in cash and cash eClUiVatents Cash and cash equivalents at beginning of period Cash and cash e~ivatents at end of period 

Unrestricted Net Assets $ (70,279) 
38,546 9,785 
34,616 (I,631) 1,160 (11,463) 5.863 (4,077) -- 73,585 76,105 (4,801) -- (2,222) (7,023) 69,082 20,325 $ 89,407 

The accompanying notes are an integral part of this statement 5 



SOUTHWEST LOUISIANA PRIMARY HEALTH CARE CENTER, INC. Opelousas, Louisiana NOTES TO FINANCIAL STATEMENTS For the year ended June 30, 1996 NOTE 1 - SUMMARY OF SIGNIFICA!qT ACCOUNTING POLICIES Nature of Activities Southwest Louisiana Primary Health Care Center, Inc., hereinafter referred to as the Clinic, was organized under the provisions of R.S. 1950, Title 12, Chapter 2, as amended, State of Louisiana on May 27, 1992, and recorded in the Non- Profit Corporations Book of the State of Louisiana. The Clinic is organized to provide efficient and effective health care through the operation of a health delivery system designed to meet the medical needs of the community, i.e., early detection diagnosis, and treatment of illnesses and injuries; to facilitate an understanding of the desirability of initiating a program of preventive medicine; and to generally improve and promote the improvement of the community, civilly and socially. The Clinic provides comprehensive primary health care to area residents, with particular care for the socio-economically disadvantaged. The area served consists of the whole of St. Landry Parish. The services are provided through an outpatient clinic, the Clinic, with a referral program, health education and limited medical services for hospitalization. The corporation is organized on a non-stock membership basis. Fifty-one (51%) percent of the members of the board are chosen by the population served and at least three (3) members are representatives of the community with knowledge of the health needs of the population served and experience in the delivery of health care services. All members of the Board are elected for one (i) year terms determined at an annual general meeting held between May and June of each year. The corporation qualifies as an exempt organization under section 501(c) (3) of the Internal Revenue Code and was notified of such status on July 23, 1992, pursuant to an advance ruling period beginning on May 27,1992, and ending on December 31, 1996. Accordingly, during the advance ruling period, the corporation is treated as a public supported organization, and not as a private foundation. Within ninety (90) days after the end of the advance ruling period, a determination will be made as to qualifications as a publicly supported organization under section 509(a) (i) of the Internal Revenue Code. 



In December 1977, Congress passed the Rural Health Clinic Services Act of 1977 (Public Law 95-210) to provide financial support for facilities using physician extenders to provide primary health care services in rural, medically underserved areas. The law authorized Medicare and Medicaid payments to qualified rural health clinics for covered health care services furnished by or under the direction of nurse practitioners and physician assistants. In order to qualify as a rural health clinic under Medicare and Medicaid, a facility must be under the general direction of a physician, be located in a rural area and operate in an area designated by the Department of Health, Education, and Welfare as having a shortage of personal health services, be engaged essentially in providing outpatient primary medical care, and meet health and safety requirements prescribed by Medicare and Medicaid regulations. During the year ended June 30, were funded by a Community Initiative (RHI) Grant awarded 1996, the Clinic's operations Health Service Rural Health under Section 330 of the Public Health Services Act, as amended. Various restrictions are placed on expenditures of these funds. Reconciliations of used and unused funds are prepared at the end of the program year and the propriety of such funds determined by the Department of Health and Human Services. Development Staae The Clinic began servicing patients on February I, 1993, and all operations prior to that time were devoted to training, recruitment and the development of organization policies and procedures. All costs associated with the development stage to January 31, 1993, have been capitalized as development costs and are amortized in these financial statements. ReDortina Entity The accompanying financial statements of the Clinic presents the financial position and result of operations of the various fund types, restricted and unrestricted. All activities of the Clinic are included in these financial statements. Basis of Accountina Basis of accounting refers to when support, revenues and expenses are recognized in the accounts and reported in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the measurement focus applied. The Clinic utilizes the accrual basis of accounting whereby revenues are recognized when earned and expenses when incurred. 



Federal grant funds are recognized as support when the awards are approved by the Department of Health and Human Services. Expenses are recognized when incurred or obligated. Budqets A budget outlining grant awards, program revenues and expenses is submitted prior to the start of each fiscal year for approval by the Department of Health and Human Services. Budget amendments and changes are allowed by prior approval from the Department of Health and Human Services. Uncollectible Accounts The Clinic's estimate of uncollectibility is applied to accounts receivable to establish an allowance for uncollectible accounts. Additionally, patients are given discounts on a sliding-scale basis based upon their ability to pay. Inventory Inventory is stated at the lower of cost or market value and is comprised of medical drugs and supplies. Inventory on hand at the end of the period is recorded as an asset in the financial statements. Prooertv and Eauimment Property and equipment is recorded at cost for purchased assets or at fair market value on the date of any donation. Depreciation is provided in the financial statements to operations over estimated useful lives of the depreciable assets on the straight-line basis. The following estimated useful lives are generally used: Buildings 40 years Machinery and equipment 5 to 15 years Furniture and fixtures 5 to 20 years Expenses for additions, major renewals and capitalized and expenses for maintenance charged to operations as incurred. betterments are and repairs are 
The cost of assets retired or otherwise disposed of and the related accumulated depreciation are eliminated from the accounts in the year of disposal. Gains or losses resulting from property disposal are credited or charged to operations currently. 



To'hal Columns on Financial Statements Total columns on the financial statements are presented only to facilitate financial analysis. Data in these columns do not present financial position, results of operations or changes in cash flows in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. Chanae For New Pronouncement For the year ended June 30, 1996, the Clinic adopted Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under SFAS No. 117, the Clinic is required to report information regarding its financial position and activities according to three classes of net assets; unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. As required by this new Statement, the Clinic has reclassified its financial statements accordingly. The Clinic had unrestricted net assets as of June 30, 1996. This reclassification had no effect on the change in net assets. NOTE 2 - CASH At year end, the carrying amount of the Clinic's deposits were as follows: Petty cash Operating checking Savings account $ 250 35,725 53,432 $ 89,407 All deposits were insured by the FDIC NOTE 3 - ACCOUNTS RECEIVABLE Accounts receivable at June 30, 1996 consisted of the following: Patient revenues $ 122,443 Less Other Allowance for uncollectibles (47,239) $ 75,204 3,592 $ 78,796 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
TO tlhe Board of Directors Soutlhwest Louisiana Primary Health Care Center, Inc Opelousas, Louisiana We have audited the financial statements of Southwest Louisiana Primary Health Care Center, Inc. (a nonprofit organization) as of and for the fiscal year ended June 30, 1996, and have issued our repo:ct thereon dated September 17, 1996. We conducted our audit in accordance with generally accepted auditing standards, Government Auditinq 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 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 Southwest Louisiana Primary Health Care Center, Inc. is the responsibility of the Organization's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of Southwest Louisiana Primary Health Care Center, 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 that are required Standards. tests disclosed no to be reported instances of noncompliance under Government Auditinq 
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NOTE 6 - ACCRUED EXPENSES A summary of accrued expenses at June 30, 1996 follows Compensated absences Salaries Total accrued expenses $ 13,304 24,663 37,96~ The Clinic estimates a liability for vested rights in its vacation policy accrued and unused at year end. Amounts for other future absences that do not vest have not been estimated and recorded. NOTE 7 - BOARD OF DIRECTORS Each of the following directors served the Clinic without compensation: Mr. D. Ms. J. Mr. L. Rev. J. Mrs. E. Mr. W. Mrs. N. Mrs. M. Mrs. J. NOTE 8 - CONTINGENCIES 

Belson, Jr Coco Hill Greene Broussard Norton Bruno Guidry Frank 

President Secretary Vice President Treasurer 

The Clinic evaluates contingencies based upon the best available evidence. The Clinic believes that no allowance for loss contingencies is considered necessary. The principal contingencies are described below Grant Awards The ability of the Clinic's continued operations is contingent upon continued funding from the Public Health Service. A $502,665 grant award has been approved for the year ending June 30, 1997. TJnob]Jaated Federal Funds The Clinic's grant funds, including amounts awarded for the current budget period, and estimated or actual unobligated federal funds carried over from prior budget periods are authorized for the Clinic's use only in the current budget period in the amount specified by the PHS awarding office in an approved budget on a Notice of Grant Award. As a result of 
Ii 



3. ACCOUNTS RECEIVABLE Condition: The general ledge~ control account did not reconcile to the accounts receivable subsidiary. Reconunendation reconcile the general ledger Procedures aged accounts each month. need to be developed to receivable detail to the 
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 noncompliance with laws and regulations that would be material to a federal program 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 that none of the reportable conditions described above is a material weakness. This report is intended for the information of the board of directors, management and the United States Department of Health and[ Human Services. However, this report is a matter of public record, and its distribution is not limited. 
Certified Public Accountants September 17, 1996 

24 



NOTE 12 - RELATED PARTY TRANSACTIONS Mr. Joshua Pitre, former attorney for Southwest Louisiana Primary Health Care, Inc. filed a suite for damages to collect unpaid attorney's fees. It is probable that the Clinic will have to pay at least a portion of claimed fees. Projected range of potential loss is $3000.00 to $8500.00 Vincent Shaw, former Executive Director of the Southwest Louisiana Health Care, Inc., incurred personal expenses of $2,366.00 which the Clinic paid on his behalf and is recorded in these financial statements. The Clinic is currently pursuing reimbursement from Mr. Shaw. 
NOTE 13 - FUNCTIONAL EXPENSES Statement of Financial Accounting Standards No. 117 requires functional expenses to be reported. The functional expenses for the fiscal year ended June 30, 1996 are summarized below: Medical Dental Lab Medical Records Kid Med Social Services Administration Facility Transportation Total NOTE 14 - RESTRICTIONS ON NET ASSETS All of the restrictions on net assets for the fiscal year ending June 30, 1996 relate to a grant provided by the Louisiana State Department of Health and Hospitals for physicians salaries. The Clinic expended 100% of this grant and is recorded in these financial statements as Temporarily Restricted Net Assets. 
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MI MS[ '~S AM[ I~IBAbJ INS]I]UT[ ()[ gill} IF IFD PUBt IC ACCOUNIANIS SOCI[ ]Y Of [ OUISIANA CERItFI6B PUff[ IC ACCOUN]ANIS 
INDEPENDENT AUDITORS" REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Directors Southwest Louisiana Primary Health Care Center, Inc Opelousas, Louisiana 
We have audited the financial statements of Southwest Louisiana Primary Health Care Center, Inc. (a nonprofit organization) as of and for the fiscal year ended June 30, 1996, and have issued our report thereon dated September 17, 1996. We conducted our audit in accordance with generally accepted auditing standards, Government Auditinq Standards, issued by the Comptroller General of the United States, and Office of Management and Budget LOMB) 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. The management of Southwest Louisiana Primary Health Care Center, 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 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. 
220 WINDSOR PLACE o ALEXANDRIA, LOUISIANA 71303 , (318) 443-3977 FAX (318) 445-2017 2DD.I ;:OlJRTH STREFT, SUITE 1~ , )ONIiSVlI.I E, I.OUIglANA 71.t4g , (.tl8/.1t9 6.~05 



Recommendation: We Primary Health Care discounting rates to recommend that Southwest Louisiana Center review their policies for dental patients. The clinic should either comply with existing policy or change their policy to meet their current discounted fees. 3. ACCOUNTS RECEIVABLE Condition: The general ledger control account did not reconcile to the accounts receivable subsidiary. Recommendation: Procedures need to be developed to reconcile the aged accounts receivable detail to the general ledger each month. 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 and 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 noted the following matters structure and its operation weaknesses as defined above. involving the internal control that we consider to be material reportable conditions described However, we believe none of the above is a material weakness. This report is intended for the information of the board of directors, management and the United States Department of Health and Human Services. However, this report is a matter of public record, and its distribution is not limited. 
Certified Public Accountants September 17, 1996 
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This report is intended for directors, management and the and Human Services. However, record and its distribution is 
Certified Public Accountants September 17, 1996 

the information of the board of United States Department of Health this report is a matter of public not limited. 
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MEMBERS AME RICAN INSIllUI[ Of C[RIlFIED PUBLIC ACCOUNIANiS SOClEIY OF LOUISrANA CERTIFIED PUBLIC ACCOUNIANIS 
INDEPENDENT AUDITORS' REPORT ON SCHEDULE OF FEDERAL FINANCIAL AWARDS 

To the Board of Directors Southwest Louisiana Primary Health Care Center, Inc Opelousas, Louisiana We have audited the financial statements of Southwest Louisiana Primary Health Care Center, Inc. (a nonprofit organization) as of and for the fiscal year ended June 30, 1996, and have issued our report thereon dated September 17, 1996. These financial statements are the responsibility of the Organization'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 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 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 audi~ was conducted for the purpose of forming an opinion on the basic financial statements of Southwest Louisiana Primary Health Care Center, 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 basic financial statements. The information in that schedule has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly presented in all material respects in relation to the basic financial statements taken as a whole~ _ ,~ 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE USED IN ADMINISTRATING FEDERAL AWARDS 
To the Board of Directors Southwest Louisiana Primary Health Care Center, Inc Opelousas, Louisiana We have audited the financial statements of Southwest Louisiana Primary Health Care Center, Inc. (a nonprofit organization) as of and for the fiscal year ended June 30, 1996, and have issued our report thereon dated September 17, 1996. We have also audited the compliance of Southwest Louisiana Primary Health Care Center, Inc. with requirements applicable to major federal award programs and have issued our report thereon dated September 17, 1996. We conducted our audits in accordance with generally accepted auditing standards, Government Auditinq 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 Southwest Louisiana Primary Health Care Center, Inc. complied with laws and regulations, noncompliance with which would be material to a major federal award program. In planning and performing our audit for the fiscal year ended June 30, 1996, we considered the internal control structure of Southwest Louisiana Primary Health Care Center, Inc. in order to determine our auditing procedures for the purpose of expressing our opinions on tlhe financial statements of Southwest Louisiana Primary Health Care Center, Inc. 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 award programs. We have addressed internal control structure policies and procedures relevant to our audit of the financial statements in a separate report dated September 17, 1996. 
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The management of Southwest Louisiana Primary Health Care Center, 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 the federal award program is 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 award programs in the following categories: General Requirements Political activity Civil rights Cash management Federal financial reports Allowable costs/cost principles Drug-free workplace Administrative requirements Specific Reauirements Types of services allowed/disallowed Eligibility Matching and level of effort Reporting Claims for advances and'reimbursements Amounts claimed or used for matching For all of the internal control structure categories listed above, we obtained an understanding of the design of relevant polices and procedures and determined whether they have been placed in operation, and we assessed control risk. During the fiscal year ended June 30, 1996, the Southwest Louisiana Primary Health Care Center, Inc. expended I00 percent of its total federal awards under the major program listed in the Schedule of Federal Awards. 
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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 aforementioned major 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. We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions 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 administer federal award programs in accordance with applicable laws and regulations. These reportable conditions include i. PATIENT AUTHORIZATIONS Findinq: We noted five instances where patients did not sign authorization for medical treatment. Recommendation: We recommend that Southwest Louisiana Primary Health Care follow to ensure all patients sign for medical treatment. 2. SLIDING FEE RATES 
their established procedures the appropriate consent forms 

Findinq: We noted that the Southwest Louisiana Primary Health Care's Dental Department is not discounting rates to the applicable sliding fee schedules as stated within the clinic's policy. The fees are discounted to current medicaid rates. Reconunen Ldation: We recommend that Southwest Louisiana Health Care Center review their policies for ing rates to dental patients. The clinic should omply with existing policy or change their policy their current discounted fees. 
Primary discount either c to meet 
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NOTE 4 - PROPER A summary of property and equipment and accumulated depreciation at June 30, 1996 is provided: 

Land Building & Improvements Medical Equipment Furniture & Equipment Vehicle Totals 
Beginning Ending Balance Additions Disposals Balance 

Building & Improvements $ 13,842 Medical Equipment 24,190 Furniture 32,913 Vehicle Totals 
$ 7,338 13,597 13,845 361 $ 34,781 

$ 21,180 37,787 46,398 361 
As explained in Note i, the Clinic receives funding under Section 330 of the Public Health Services Act with various restrictions placed on items obtained by these funds. Per the Public Health Service (PHS) Grants Policy Statement, title to real and tangible personal property (expendable and non- expendable) shall rest in the grantee upon acquisition, subject to the accountability requirements and PHS's right to transfer title. S Organization costs incurred in the initial formation of the corporation have been capitalized and are amortized using the straight-line method over a five year recovery period as follows: Organization Costs Accumulated Amortization Net Costs Amortizable To Future Periods 

I0 

$18,827 (13,203) 


