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MICHAEL B BRJNO, CPA ALCID[ J fEH'vAION JR, Cf'A WALDO J MOR-] JR CPA 

To the Board of Directors St. Thomas Health Services, Inc. 
We have audited the accompanying statement of financial position of St. Thomas Healt1~ Services, Inc. (a non-profit corporation) as of December 31, 1996 and the related statements of activities and cash flows for the year then ended. These financial statements are the responsibility of the management of St. Thomas Health Services, Inc. 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, 1996, and the changes in its net assets and its cash flows for the year then ended in conformity with generally accepted accounting principles. 
As discussed in NOTE 2 to the financial statements, during the year ended December 31, 1996, St. Thomas Health SerVices, Inc. changed its method of accounting for contributions received and applied newly established financial reporting standards for not-for-profit organizations. 
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(CONT! N UED) 

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 supplementary information is presented for purposes of additional analysis and is not a required part of the financial statements. The supplementary information has been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion is fairly stated, 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 23, ].997 on our consideration of St. Thomas Health Services, Inc.'s internal control structure and a report dated June 23, 1997 on its compliance with laws and regulations. 

BRUNO & TERVALON CF.RTIFIED PUBLIC ACCO1JNTANTS June 23, 1997 
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ST. THOMAS HEALTH SERVICES, INC. STATEMENT OF FINANCIAL POSITION DECEMBER 31, 1996 

ASSETS Cash (NOTE 2) Accounts receivable Grants receivable Restricted cash (NOTE 14) Deposits Furniture, equipment and building improvements, net of accumulated depreciation of $271,841 (NOTE 2) Total assets 
II~j%BILIT/]~ Accounts payable Payroll taxes payable Due to funding sources (NOTE 2) Loans payable (NOTE Ii) Total liabilities 

AND CONTINGENCIES (NOTE 12) 
ASSET~ (N~E 2) Unrestricted Permanently restricted Total net assets Total liabilities and net assets 

245,513 $SQ28L8888 
$123,359 70,029 1,095 140,599 335.082 

142,806 ~5,000 167,806 $5o2.88~ 

The accompanying notes are integral part of these financial statements. 



ST. THOMAS HEALTH SERVICES, INC. STATEMENT OF ACTIVITIES FOR THE YEAR ENDED DECEMBER 31, 1996 

Contributions Grant revenues Patient revenues Other revenues Total operating revenues 

Program expenses Management and general Total operating expenses Changes Jn net assets Net assets at; beginning of year Net asset:3 at end of year 

UNRESTRICTED 
$397,502 379,668 141,805 67 

PERMANENTLY RESTRICTED 
$ -0- 25,000 -0- -0- 

919.042 25.000 
352,283 612.032 -0- -0- 
964.315 -0- (45,273) 25,000 188.079 $I~2.8o6 -0- $~00o 

The accompanying notes are an integral part of these financial statements. 



$ (20,273) 
62,259 
(25,000) 20,681 (488) (27,869) 1,095 
~0.405 
(14.310) (14.310) 
202,000 C187.000) 
15.000 11,095 4,784 

these 



ST. THOMAS HEALTH SERVICES, INC. NOTES TO THE FINANCIAL STATEMENTS 
NOTE 1 - Q!~qanization: St. Thomas Health Sea,ices, Clinic) is a community-based care clinic that provides Inc. (St. Thomas or the nonprofit, primary health ambulatory health care services, including diagnostic testing and medications, to the medically indigent of the St. Thomas Housing Project: and the surrounding area. ~e 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 clinic 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 special~zed 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, 1996, St. Thomas received and administered the following governmental grants and programs: 

0 This program, funded by a grant from the State of Louisiana, Department of Health and Hospitals, provides services as follows: Comprehensive pediatric care to a defined number of children, 



 
ST. THOMAS HEALTH SERVICES, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE i - D_r_gani2~ati0n, Continued: o , CONTINUED 
Comprehensive health care to a defined number of adult women and adolescents of child bearing age. Social work and nutritionist services. Coordination of services offered Medicaid. maternal and at the clinic 
Development of outreach access to primary health 

o BX_AB WHITE 

O 
O 

O 

child health with WIC and 
programs to increase care. 

St. Thomas received a grant from the City of New Orleans, the Mayor's office of Health Policy to provide health care for individuals afflicted with Aids. 
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 office of Public Health for the State of Louisiana for costs associated with a certain physician and administrator. Cost: for 1995 totaling $37,777 were reimbursed by the grant. 
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. THOMAS HEALTH SERVICES, IN(;. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Summary of SiGnificant Pol PrJncir~les of AccountJna 
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. The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could d~ffer from those estimates. Basis of Reoortina During 1996, St. Thomas adopted the provisions of Statement of Financial Accounting Standards (SFAS) No. 116, "Accounting for Contributions Received and Contributions Made," and SFAS No. 117, "Financial Statements of Not-for-Profit Organizations," and applied these standards on a retroactive basis. SFAS No. 116 requires that unconditional promises to give (pledges) be recorded as receivables and revenues and requires the organization to distinguish between contributions received for each net asset category in accordance with donor-imposed restrictions. The implementation of this FASB did not have an effect on net assets. SFAS No. 117 establishes standards for external financial reporting by not-for-profit organizations and requires that resources be classified for accounting and reporting purposes into three net asset categories which are unrestricted, temporarily restricted and permanently restricted net assets according to externally (donor) imposed restrictions. In addition, St. Thomas is required to present a statement of cash flows. 



 
ST. THOMAS HEALTH SERVICES, IN(2. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Su~imar~_ of Sianifica~tts_~ccouD_tina Policies, Continued: _B_as's~s 9f AccountinG, Continued 
A description of the three net asset categories is as fol lows : Unrestricted net assets include the following: o Unrestricted net assets include funds not subject to donor-imposed stipulations. The revenues received and expenses incurred in conducting the mission of St. Thomas are included in this category. St. Thomas has determined that any donor-imposed restrictions for current or developing programs and activities are generally met within the operating cycle of St. Thomas, and therefore, St. Thomas' policy is to record these net assets as unrestricted. 
Temporarily restricted net assets include realized gains and losses, investment income and gifts and contributions for which donor imposed restrictions have not been met. Permanently restricted net assets are contributions which are required by the donor-imposed restriction to be invested in perpetuity and only the income be made available for program operations in accordance with the donor restrictions. Such income is reflected in temporarily restricted net assets until utilized for donor imposed restrictions. At December 31,1996 St. Thomas did not have any temporarily restricted net assets. Inter-Fund Activity 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. Such amounts have been reflected in the supplemental balance sheet. 



 
ST. THOMAS HEALTH SERVICES, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 2 - Summary of Significant: Due to Funding Sources , Continued: 
This amount represents unexpended grant funds that are required to be repaid to the funding source. 

NOTE 3 - _Cas~L_a_D_d_ Cash Eouiva]_en~s: Cash consist of the interest bearing and non-interest bearing checking accounts. For purpose of the statement of cash flows, cash equivalents include short-term, highly liquid investments with a maturity of three months or less at the time of purchase. 
NOTE 4 - Unrestricted Contributions: 

NOTE 5 - 

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. 
St. Thomas is the recipient of several federal awards as disclosed in the Schedule 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 STD Grant which is on a fee for service basis. 



 
ST. THOMAS HEALTtt SERVICES, IN(:. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 6 - Clinic 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, 1996 totaled $111,438, which is included in patient revenues at December 31, 1996. 

NOTE 7 - 13_u_/~l~ Lease: 

NOTE 8 - 

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. 
Program income tota]ing $20,892 for the Great Expectations grant was calculated based upon the percentage relationship of the direct cost of the Great Expectations' program expenditures to the total expenditures (excluding depreciation). The resulting percentage was then applied to patient revenues. 
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ST. THOMAS HEALTH SERVICES, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 9 - ~_en~_~o~. Plan: 
certain employees of st. Thomas participate in a 403B Pension Plan which was established during January 1996. The plan is funded by employee deductions which are not required to be matched by St. Thomas. 

NOTE i0 - !D_qo_~e Taxe~ : St. Thomas is exempt from federal income taxes through Section 501(c)(3) of the Internal Revenue Code. 
NOTE ii - ~9_aD_~_/~0yab~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 

$ 75,000 25,599 _40,000 $~0.59~ 
During 1994, St. Thomas received a non-interest bearing term loan totaling $100,000 from a sponsor corporation which is forgiven in five equal instailments of $20,000, commencing December 31, 1994. The balance of the term loan is $40,000 at December 31, 1996. During 3996, St. Tho~i~ demand loan and received Sponsor Corporation. 

NOTE 12 - CQn__~iD~Lency: 
repaid $30,000 of the $55,599 an additional $75,000 from the 

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. 
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ST. THOMAS HEALTH SERVICES, INC. NOTES TO THE FINANCIAL STATEMENTS, CONTINUED 

NOTE 12 - g_orh~tinqency, Continued: 
The administration of the program and activities funded by these grants and awards is under the control and administration of S~. 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 acc:ordance with the terms, conditions, and regulations of the funding sources may be subject to recapture. 

NOTE 13 - ~la/ir v~Llue of Financ~j_~nstr~ments: 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 restricted cash, grant receivables, and loans payable to be fair value. 
NOTE 14 - Restricted Cash: On June 28, 1996, St. Thomas received a $25,000 grant from the Fannie Mae Foundation to establish a revolving loan fund for expectant mothers who are uninsured and not eligible for federal, or local government assistance with their health care. Such funds are recorded as permanently restricted net assets. 

14 



 



ST. THOMAS HEALTH SERVICES, INC. SCHEDULE OF FEDERAL AWARDS For the Year Ended December 31, 1996 
FEDERAL/GRANTOR PASS-THROUGH GRANTOR PROGRAM TITLE 
Department of Health and Human Services 

FEDERAL CFDA NUMBER 

Pass-through program: DH&H-State of LA - Maternal and Child Health 93.994 Pass-through Programs: City of New Orleans: Great Expectations Total Department of Health and Human Services 
State of Louisiana: Physician salary subsidy Sexually transmitted dl seases City of New Orleans: Ryan White Total Non-Major Total Federal Awards 

N/A 

N/A N/A N/A 

DISBURSEMENTS/ 

$183,193 
~4,676 
317,869 

12,223 7,500 4,299 24.022 

See the Independent Auditors' Report Supplementary Information. 
15 
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Ter~lon MICHAEL B BRUNO CPA ALCID[ J ]ER'vAION JR C;'/' "~,rALDOJ MOIt I ,Ill CPA 
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED ]-N ACCORDANCE WTTH ~A~ 

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-St. Thomas), as of and for the year ended December 31, 1996 and have issued our report thereon dated June 23, 1997. As discussed in NOTE 2 to the financial statements, during the year ended December 31, 1996, St. Thomas changed its method of accounting for contributions received and applied newly established financial reporting standards for not- for-profit organizations. We conducted our auditing standards audit in accordance with generally accepted and Governme~kAuditina 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 ~nternal 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 te 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. 

20 
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INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WIT}{ GAS (CONTINUED) 

In planning and performing our audit of the financial statements of St. Thomas for the year ended December 31, 1996, 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. 

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

21 ~]r'~]l~o, cERTIFIED PUBu,c accounlants Tervalon 
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MICHAEL B Bf~JNO CPA ALC)DE J qrER'v'AION JR CPA WALDO a MORE1. JR. CPA 
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS 

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, 1996, and have issued our report thereon dated June 23, 1997. We have also audited St. Thomas Health Services, Inc.'s (St. ~omas) compliance with requirements applicable to the major Department of Health and Human Services programs and have issued our report thereon dated June 23, 1997. As discussed in NOTE 2 to the financial statements, during the year ended December 31, 1996, St. Thomas changed its method of accounting for contributions received and applied newly established financial reporting standards for not-for-profit organizations. We conducted our audits in accordance with generally accepted auditing standards, Government_~ditinQ Standards, issued by the Comptroller General of the United States, and 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, and about whether St. Thomas complied with laws and regulations, noncompliance with which would be material to a major federal program. In planning and performing our audits of the financial statements of St. Thomas for the year ended December 31, 1996, we considered its internal control structure in order to determine our auditing procedures for the purpose of expressing our opinions on the organization's financial statements and on its compliance with requirements applicable to the major Department of Health and Human Services assisted programs and to report on the internal control structure in accordance with OMB Circular A-133. 

23 
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INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL (CONT]NUED) 

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 23, 1997. 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 inlherent 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: 

Bruno 

o Revenue and Receivables o Payroll and Related Liabilities o Property and Equipment o Debt and Other Liabilities 0 0 0 0 
Cash Receipts Administrative Requirements Allowable Costs/Cost Principle El~gibility 
CERIlFI~D PUBLIC ACCOUN1ANTS ~g Tervalon 
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Political Activities Civil Rights Cash Management Federal Financial Reports Drug-Free Workplace Budgeting Cost Allocation Accounts Payable Cash Disbursements Types of Services Allowed 



INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL ~qTRUCTURE USED IN ADMIN (CONT]NUED) 

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 3], ]996, St. Thomas expended 93% of its total federal financial assistance under major Department of Health and Human Services programs. 

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 awards program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. 

Br~lGi CER11FIED PUBLIC ACCOUNTANTS ~g Ten~dlon 
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INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL ~TRUCTURE ILqED IN ADMINISTERING FEDERAL AWARDS (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. This report is intended for the information of the Board of Directors, management, the city of New Orleans and the U.S. Departments of Health and Human Services. This restriction is not intended to limit the distribution of this report which, upon acceptance by St. Thomas, is a matter of public record. 

BRUNO & TERVALON CERTIFIED PUBI.1C ACCOUNTANTS June 23, 1997 

~,~) CERTIFIED PUBLIC ACCOUNTANTS ~g Ten~alon 
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i. 

ST. THOMAS HEALTH SERVICES, IN(;. SCHEDULE OF REPORTABLE CONDITIONS 

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 rely on loans and operating subsidies from the sponsor Corporation. 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 o~ 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 practices to assure that proper control is maintained over spending as outlined and discussed above. 

27 



 

Tervalon M~CHAEt B BRUNO CPA AI CIDE J 1ERVALON Jf~ CPA WA[ DO J MOHE I JR. CPA 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS BASEl) ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 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, ]996, and have issued our report thereon dated June 23, 1997. As discussed in NOTE 2 to the financial statements, during the year ended December 31, 1996, St. Thomas changed its method of accounting for contributions received and applied newly established financial reporting standards for not-for-profit organizations. We conducted our audit in accordance with generally accepted auditing standards, and Governm~n_t_Auditing standar~l~ 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. Compliance with laws, regulations, contracts, and grants applicable to St. Thcmlas 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. 

28 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WT~ C~(~VERNMEN'P AIJDTTTNG STANDARDS (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 ill the accompanying Schedule of Findings and Questioned Costs. This report is intended for the information of the Board of Directors, management, the City of New Orleans and the U.S. Department of Health and Human Services. This restriction Js not intended to limit the distribution of this repert which, upon acceptance by St.. Thomas, is a matter of public record. 

BRUNO & TERVALON CERTIFIED PUBLIC ACCOUNTANTS 
June 23, 1997 

~1.~, CERIIFE D PUB[ IC ACCOUNTANTS 29 



i. 

ST. THOMAS }IEAL'FH SERVICES, IN(:;. ~ qCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Condition 

C_9/LS~ 
did not complete a (6) months of the 

St. Thomas" accounting records were not maintained on a current basis. 
Effec~ The organization has not complied with a Louisiana Revised Statute. 
Criter~ Louisi financ comple fiscal 
Recommen(~)~ We recommend that St. Thomas take immediate steps to ensure that its accounting records are maintained on a current basis. 
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"l~mion MIC;HAEL B BRUNO, CPA ALCID[ d 1 [ R',/ALON, JR CPA WAL DO J MOR~] JB CPA 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARDS PROGR~24S 

To the Board of Directors of St. Thomas Health Services, Inc. 
We have audited the financial statements of St. Thomas Health Sez~ices, Inc. (a non-profit corporation-St. Thomas) as of and for the year ended December 31, 1996 and have issued our report thereon dated June 23, 1997. As discussed in NOTE 2 to the financial statements, during the year ended December 31, 1996, St. Thomas changed its method of accounting for contributions received and applied newly established financial reporting standards for not- for-profit organizations. 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, 1996. 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 accordance with generally Auditin~ Stand~L~ds, issued compliance with those requirements in accepted auditing standards, Government 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 WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL A_WA~S PROGRAMS (CONTINUED) 

The results of our audit procedures did not disclose any immateria] instances of noncompliance with the requirements previously referred to. pects, with unallowed; reporting; tests and r used for ams for the 
This report is intended for the information of the Board of Directors, management, the City of New Orleans and the U.S. Department of Health and Human Services. This restriction is not intended to limit the distribution of this report which, upon acceptance by St. Thomas, is a matter of public record. 

BRUNO & TIgRVALON CERTIFIED PUBLIC ACCOUNTANTS June 23, 1997 
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INDEPENDENT AUDITORS" REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NONMAJOR PROGRAM TRANSACTIONS 
To the Board of Directors St. Thomas Health Services, Inc. 
We have audited the financial statements of St. Thomas }|ealth Services, Inc. (a non-profit corporation-St. Thomas) as of and for the year ended December 3i, 1996, and have issued our report thereon dated June 23, 1997. As discussed in NOTE 2 to the financial statements during the year ended December 31, 1996, St. Thomas changed its method of accounting for contributions received and applied newly established financial reporting standards for not-for-profit organizations. In connection with our audit of the financial statements of St. Thomas as of and for the year ended December 31, 1996, and with our consideration of St. Thomas" ~nternal control structure used to administer federal programs, as required by OMB Circular A-133, "Audits of Institutions of Higher Education and Other Nonprofit Institutions", we selected certain transactions applicable to certain nonmajor federal programs for the year ended December 31, 1996. As required by OMB Circular A-133, we performed auditing procedures to test compliance with the requirements governing types of services allowed or unallowed and eligibility that are applicable to those transactions. 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 these requirements. 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 preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that St. ~%omas had not complied, in all material respects with those requirements. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NONMAJOR PROGRAM TRANSACTIONS (CONTINUED) 

This report is intended for the information of the Board of Directors, management, the City New Orleans and U.S. Department of Health and Human Services. This restriction is not intended to limit the distribution of this report which, upon acceptance by St. Thomas, is a matter of public record. 

BRUNO & TERVALON CERTIFIED PUBLIC ACCOUNTANTS June 23, 1997 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL AWARDS PROGRAM~ 
To the Board of Directors of St. Thomas Health Services, Inc. 
We have audited the financial statements of St. Thomas HeaIth Services, Inc. (a non-profit organization-St. Thomas) as of and for the year ended December 31, 1996 and have issued our report thereon dated June 23, 1997. As discussed in NOTE 2 to the financial statements, during the year ended December 31, 1996, St. Thomas changed its method of accounting for contributions received and applied newly established financial reporting standards for not- for-profit organizations. We have applied procedures to test following requirements applicable are identified it~ the accompanying the year ended December 31, 1996: 

St. Thomas' compliance with the to its federal programs, which schedule of federal awards for 
Genera] Recltlirement~ 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 Institutes of' Higher Learning 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 AUDITORS' REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE ____ TO FEDERA_L__AAWARDS PROGRAMS __ (CONTINUED 

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

BRUNO & TI~RVALON C[~RTIFIED PUBLIC ACCOUNTANTS June 23, 1997 
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ST. THOMAS HEALTH SERVICES, INC. SCHEDULE OF PRIOR FINDINGS AND RECOMMENDATIONS 

The prior audit report for the contained the following findings. by St. Thomas to resolve the prier year ended December 31, 1995 The status of the action taken audit findings are as follows: 
i. PAYROLL COSTS-G~T EXPECTATIONS PROG}h~M 

2. 

We noted during the audit that payroll and related tax expense for the part-time pediatrician were less than the cost report amount. 
St. Thomas is still presently negotiating a final determination for this condition. As such, this condition remains 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 not adhered to established procedures to ensure that program income was calculated and recorded properly. As such, this condition remains unresolved. 
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3. 

ST. THOMAS HEALTH SERVICES, INC. SCHEDULE OF PRIOR FINDINGS AN[) RECOMMENDATIONS, CONTINUED 

We noted during the year ended December 31, 1996, that St. Thomas requested and received grant funds totaling $40,394 for the acquisition of equiplaent 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, 1996. As such, we have questioned costs in the amount of $40,394. 
St. Thomas has not liquidated the entire balance of funds due to the vendor. As such, this condition remains unresolved. 
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ST. THOMAS HEALTH SERVICES, INC. 
EXIT CONFERENCE 

An exit: conference was held on August 15, 1997 and those ~n attendance were as follows: 
Dr. Mary Abell Mr. Bobby Brannon Ms. Janice Sneed Ms. Sheri Jackson 

-- Medical Director -- Board Member -- Office Administrator -- Accountant 

Mr. Alcide J. Tervalon, Jr., CPA -- Partner Mr. Edward Phillips -- Senior Manager 
The audit report was discussed. This report is intended solely for the use of the Board of Directors, management, the City of New Orleans and the U.S. Department of Health and Human Services and should not be used for any other purpose. 

BRUNO & TERVALON CERTIFIED PUBLIC ACCOUNTANTS June 23, 1997 
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