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W e have audited the financial statem ents of North Louisiana Area Health Education Center Foundation 
(a nonprofit organization), as of and for the year ended September 30, 1997 and have issued our 
report thereon, dated M arch 17, 1998. W e have conducted our audit in accordance w ith generally 
accepted auditing standards and Government Auditing Standards, issued by the Com ptroller General 
of the United States. The attached Appendix is an integral part of this report. 

In planning and perform ing our audit, we obtained an understanding of North Louisiana Area Health 
Education Center Foundation's, internal control and assessed control risk in order to determ ine our 
auditing procedures for the purpose of expressing our opinion o the financial statem ents. W e also 
tested the North Louisiana Area Health Education C enter Foundation's, com pliance with law s, 
regulations, and other provisions of contracts and grants that could have a direct and m aterial effect 
on the financial statem ents. 

W e identified no m aterial weaknesses in internal control and no instances of noncom pliance that are 
required to be reported herein under Governm ent Auditing Standards. W e noted other m atters 
involving the design and operations of internal control that we have reported to managem ent of North 
Louisiana Area Health Education Center Foundation in a separate letter dated M arch 19, 1998. 
However, our consideration of the North Louisiana Area Health Education Center Foundation's intern al 
control and our testing of its com pliance with laws, regulations, and provisions of contracts and grants 
were not designed to and did not provide sufficient evidence to express an opinion on such m atters 
and would not necessarily disclose all matters that m ight be m aterial weaknesses. Accordingly, we do 
not express an opinion on North Louisiana Area Health Education Center Foundation's internal control 
or in its com pliance with laws, regulations, and provisions of contracts and grants. 

This report is intended for the inform ation of the board of directors, m anagem ent, state aw arding 
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Responsibility of M anagem ent 

Telephone 
(318) 323-4481 
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(318) 323-2188 

The m anagem ent of North Louisiana Area Health Education Center Foundation is responsible for 
com pliance with laws, regulations, contracts, and grants applicable to North Louisiana Area Health 

Education, and for establishing and maintaining internal control. The objectives of internal control are 
to provide m anagem ent with reasonable, but not absolute, assurance that assets are safeguarded 
against loss from unauthorized use or disposition and transactions are executed in accordance w ith 
m anagem ent's authorization and recorded properly to perm it the preparation of financial statem ents 
in accordance with generally accepted accounting principles. 

Oefinitions 

Reportable conditions involve matters com ing to our attention relating to significant deficiencies in the 
design or operation of internal control that, in our judgment, could adversely affect the North Louisiana 
Area Health Education Center Foundation's ability to record, process, sum m arize, and report financial 
data consistent with the assertion of m anagem ent in the financial statem ents. 

A m atenal weakness is a reportable condition in which the design or operation of internal control does 
not reduce to a relatively low level the risk that errors and irregularities in am ounts that would be 
m atenal ~n relation to the financial statem ents being audited could occur and not be detected with a 

timely period by employees in the ?,~j'mal course of performing their assigned functions. 
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W e have audited the accom panying statem ents of financial position of North Louisiana Area Health 
EducatJon Center Foundation as of Septem ber 30, 1997, and the related statem ents of activities and 
cash flows for the year then ended. These financial statem ents are the responsibility of North 
Louisiana Area Health Education Center Foundation's m anagem ent. O ur responsibility is to express 
an opinion on these financial statem ents based on our audit. 

W e conducted our audit in accordance with generally accepted auditing standards and Govern m ent 
Auditing Standards issued by the Com ptroller G eneral of the United States. Those standards require 
that we plan and perform the audit to obtain reasonable assurance that the financial statem ents are 
free of m aterial m isstatem ents. An audit includes exam ining, on a test basis, evidence supporting the 
am ounts and disclosures in the financial statem ents. An audit also includes assessing the accounting 
principles used and significant estim ates m ade by m anagem ent, as well as evaluating the overall 
financial statem ent presentation. W e believe that our audit provides a reasonable basis for our' 
opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the 
financial position of North Louisiana Area Health Education Center Foundation, as of Septem ber 30, 
1997, and the changes in net assets and cash flow s for the year then ended in conform ity w ith 
generally accepted accounting principles. 

In accordance with Government Auditing Standards, we have also issued a report dated March 17 
1998 on our consideration of North Louisiana Area Health Education Center Foundation's interna 
control and tests of its com pliance with~laws and regulations. 

M arch 17. 1998 
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STATEM ENT O F FINANCIAL PO SITIO N 
SEPTEM BER 30, 1997 

Cash and cash equivalents 
Equipm ent 
Furniture 
Building 

Total fixed assets (Note 1) 

Less: Accum ulated depreciation 

ASSETS 

Total capital assets - net of depreciation 

Total assets 

LIABILITIES 
Accounts payable 
Accrued payroll taxes 

Total liabilities 

LIABILITIES AND NET ASSETS 

NET ASSETS 
Unrestricted 

Designated for future expenditures 
Investment in capital assets (at cost) 

Total net assets 

Total liabilities and net assets 

See Notes to Financial Statem ents. 

$ 45,300 
11,116 
60 742 

$ 117,158 

35,707 
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$ 51,846 

81,451 

$ 133,297 

$ 5,051 
3.343 

$ 7,745 
117,158 
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PUBLIC SUPPO RT, GOVERNMENT G RANTS AND REVENUE 
G rants - Area Health Education Program 

O ther Revenue: 
Program service fees 
Interest incom e 
Other income 
Donations 

Total other revenue 

Total public support, governm ent grants and revenue 

PRO G RAM AND SUPPO RTING SERVICES EXPENSE 
Direct program expenses 
Consultants 
Continuing education 
Printing and duplication 
Publications, books and journals 

Total program expenses 

Supporting Services Expense 
Salaries 
Supplies and postage 
Telephone 
Com puter support 
Travel 
Other operating expenses 
Depreciation 
M arketing 

Total supporting services expense 

Total program and supporting services expense 

Change in net assets 

NET ASSETS - BEG INNING O F YEAR 

NET ASSETS - END O F YEAR 

See Notes to Financial Statem ents. 

$ 134,936 
66 

3,533 
5,049 

$ 270,620 
9,561 
6,651 
1,127 
6 882 

$ 272,089 
20,956 
4,529 
1,463 

22,929 
36,687 
17,131 
1,279 

$ 671.904 

$ 48,858 

76.045 
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STATEM ENT O F CASH FLO W S 
FO R THE YEAR ENDED SEPTEM BER 30

, 1997 

CASH FLOW S FROM O PERATING ACTIVITIES 
Increase in net assets 

Adjustments to reconcile increase in net assets to 
net cash provided by operating activities: 

Depreciation 

Increase (decrease) in: 
Accounts payable 
Accrued payroll taxes 

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 

CASH FLOW S FRO M INVESTING ACTIVITIES 
Purchases of equipm ent 

NET CASH (USED) BY INVESTING ACTIVITIES 

CASH FLOW S FRO M FINANCING ACTIVITIES 
Receipts of advances from LSUM C 
Payments of advances to LSUM C 

NET CASH PROVIDED (USED BY) FINANCING ACTIVITIES 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQ UIVALENTS AT BEG INNING O F YEAR 

CASH AND CASH EQUIVALENTS AT END OF YEAR 

See Notes to Financial Statem ents. 
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$ 48.858 

17.131 

(7,536) 
730 

$ (12,470) 

$ (12,470) 

$ 0 
0 

$ 0 

$ 46,713 

5,133 

$ 51,846 
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NOTE 1 - SUM MARY OF SIGNIFICANT ACCO UNTING PO LICIES 

O r.qanization 
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North Louisiana Area Health Education Center Foundation (NLAHECF) is a Louisiana nonprofit 
corporation chartered on M arch 7, 1989. Its purpose is to operate an area health education 
center in North Louisiana in order to plan for additional clinical educational opportunities and 
facilitate the recruitment and retentions of health care professionals in rural and other medically 
underserved com m unities. 

North Louisiana Area Health Education Center is exem pt from federal incom e tax as an 
organization described in Section 501(c)(3) of the Internal Revenue Code. 

Basis of Accountinq 

The accounting policies of North Louisiana Area Health Education Center Foundation conform 
to generally accepted accounting principles as applicable to nonprofit organizations. 

Financial statem ent presentation follow s the recom m endations of the Financial Accounting 

Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial 
Statem ents for Not-for-Profit Organizations. Under SFAS No. 117, the O rganization is required 
to report information regarding its financial position and activities according to three classes of 
net assets: unrestricted net assets, tem porarily restricted net assets, and perm anently restricted 
net assets. No permanently restricted or tem porarily restricted assets were held during 1997 and, 
accordingly, these financials do not reflect any activity related to these classes of net assets for 
1997. 

Cash and Cash Eouivalents 

For purposes of the Statement of Cash Flows the Organization considers all cash in operating 
bank accounts, cash on hand, certificates of deposit and unrestricted highly liquid investments 
w ith a m aturity of three m onths or less to be cash and cash equivalents. 

Use of Estim ates 

The preparation of financial statem ents in conform ity w ith generally accepted accounting 
principles requires management to make estimates and assumptions. This will affect the reported 
amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the 
financial statem ents, and the reported am ounts of revenues and expenses during the reporting 
period. Actual results could differ from these estim ates. 
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Capital Assets and Donated Use of Facilities 
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Pursuant to their contractual agreem ent, LSUM C budgets for expenditures for capital assets to 
be acquired for North Louisiana Area Health Education Center Foundation. The contractual 
agreem ents for years 1989, 1990, 1991 and 1992, w ith LSUM C stated that the ow nership of 
assets purchased w ith grant funds would rem ain with LSUM C. The agreem ents for years 1993 
and 1994 do not specify this reversionary ownership. However, according to federal regulations, 
the title to assets purchased with federal funds generally reverts to the grantor at the end of the 
grant period. Accordingly, these costs were recorded as revenue and expenditures in the activity 
statem ent of North Louisiana Area Health Education Center Foundation and are not capitalized 
for prior years. North Louisiana Area Health Educa tion Center exhausted it's eligibility for federal 
funds as of September 29, 1994. The assets purchased beginning October 1, 1994 are budgeted 
for Jn a cooperative endeavor agreement between LSUM C and NLAHECF as described in Note 
1. Th~s agreement does not contain a provision for reversionary ownership and does not include 
federal funds, accordingly, as of the beginning of the fiscal year ending Septem ber 30, 1997 
NLAHECF capitalizes assets purchased and records these purchases at cost. Depreciation is 
calculated using straight-line method over the estim ated useful lives of the assets ranging from 
3 to 20 years. 

The building is capitalized and depreciated over its estim ated useful life. E.A. Conway M em orial 
Hospital, an affiliated organization with Louisiana State University M edical Center, provides the 
use of land for the portable building. The use of land is not recorded in the financial statements. 
The office was again relocated in April, 1997 to Shreveport, Louisiana in space leased from a 
com m ercial office building. 

Revenues and ExPenses 

North Louisiana Area Health Educa tion Center Foundation is funded by contractual agreem ents 
with Louisiana State University. These agreements represent exchange transactions for goods 
and services under the guidance provided by Statement of Financial Accounting Standards No. 
116 "Accounting for Contributions Received and Contributions M ade". Exchange transactions 
do not m eet the definition of contributions, accordingly, SFAS No. 116 does not apply. Support 
for North Louisiana Area Health Education Center Foundation is provided by the Louisiana 
Legislature through funding to Louisiana State University Medical Center (LSUMC) for continuing 
the operations of the Area Health Education Program. In accordance with Article 7, Section 14(c) 
of the Louisiana Constitution a Cooperative Endeavor was entered into by and betw een the Board 
of Supervisors of Louisiana State University Agricultural and M echanical College, acting on 
behalf of the Louisiana State University M edica l Center, Shreveport and the North Louisiana Area 
Health Education Center Foundation. This agreem ent is a state funded replacem ent of a 
cooperative agreement originally between the United States Public Health Service (entered into 
in 1988 and terminated on September 29, 1994) and Louisiana State University Medical Center 
for the establishm ent of a state w ide area health education center program . 
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Expenditures are to be m ade in accordance with a budget which has been adopted and m ade 
apart of the contract agreem ent with LSUM C. North Louisiana Area Health Education Center 
Foundation is to be reim bursed by LSUM C for costs incurred in carrying out the provisions of this 
agreem ent An advance is paid to North Louisiana Area Health Education Center Foundation by 
the tenth working day of each month. Actual expenses for each m onth are billed to Louisiana 
State University M edical Center and any over/under payment will be deducted/added on a 
subsequent paym ent. Revenues are recorded when earned and expenses when incurred. 

Contributions 

Contributions received are recorded as unrestricted, tem porarily restricted, or perm anently 
restricted support, depending on the existence and/or nature of any donor restrictions. 

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the 
restriction expires in the reporting period in which the support is recognized. 

G ifts of cash and other assets are reported as restricted support if they are received w ith donor 
stipulations that lim it the use of the donated assets. W hen a restriction expires, that is, when a 
stipulated tim e restriction ends or a purpose restriction is accom plished, tem porarily restricted 
net assets are reclassified to unrestricted net assets and reported in the statement of activities 
as net assets released from restrictions. The O rganization has not received any restricted 
contributions. 

The O rganization prim arily receives cash from various governm ent contracts on an exchange 
transaction for specified services. These revenues are not considered contributions and are 
recorded as an increase in unrestricted net assets. 

Uncond=tional prom ises to give are recognized as revenues or gains in the period received as 
assets, decreases in liabilities, or expenses depending on the form of the benefits received. 
Conditional prom ises to give are recognized when the conditions on which they depend are 
substantially met. The O rganization has not received any prom ises to give. 

Functional Allocation of Expenses 

The costs of providing the various program s and other activities have been sum marized on a 
functional basis in the statem ent of activities. 

Costs are allocated between fund raising, managem ent and general, supporting services or the 
appropriate program based on evaluations of the related benefits. M anagem ent and general 
expenses include those expenses that are not directly identifiable w ith any other specific function 
but provide for the overall support and direction of the O rganization. 
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NOTES TO FINANCIAL STATEM ENTS 
FO R THE YEAR ENDED SEPTEM BER 30, 1997 

Supplem ental disclosures of cash flow inform ation 

Cash paid during the year for: 
Interest Incom e taxes -0- 

-0- 

Supplem ental schedule of noncash investing and financing activities 

There were no noncash investing and financing activities for the year 

Disclosure of accounting policy 

Page 8 

For the purpose of the statem ent of cash flows, the organization considers cash in checking 
accounts, savings accounts, and certificates of deposit to be cash and cash equivalents. 

TE 3 - DEFINED CONTRIBUTIO N P 

North Louisiana Area Health Education Center Foundation sponsors all of its eligible full-tim e 
employees in a noncontributory tax-deferred annuity plan under the rules in IRC Section 403(b). 
Maximum contributions to the plan are set at 8% of eligible compensation. Contributions by North 
Louisiana Area Health Education Center Foundation totaled $16,091 for the year. 

TE 4 - CO NC 

North Louisiana Area Health Education Center Foundation operates an area health education 
center to plan for additional clinical educational opportunities and facilitate the recruitment and 
retention of health care professionals in rural and other m edically underserved com m unities. 
Revenue for these services are paid primarily by the State of Louisiana pursuant to a contract 
betw een North Louisiana Area Health Education Center Foundation and Louisiana State 
University M edical Center, Shreveport. This contract, which is the primary source of funds for 
North Louisiana Area Health Education Foundation

, is executed annually subject to availability 
and appropriation of state funds. 



NO RTH LO UISIANA AREA HEALTH 
EDUCATIO N CENTER FO UNDATIO N 

NO TES TO FINA NCIAL STATEM ENTS 
FO R THE YEAR ENDED SEPTEM BER 30, 1997 

NO TE 5 - CO M M ITM ENTS A ND CO NTIN 

Page 9 

The Organization has a lease agreement for office space in Shreveport, Louisiana expiring July, 
1998, w ith an option to renew the lease for an additional year. The office space is used by 
Adm inistration and accounting departm ent. 

Total rent expense related to these and other short-term lease agreements was $8,742 for the 
year ended September 30, 1997. Future aggregate m inimum lease payments are $10,420. 
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In planning and performing our audits of the financial statem ents of North Louisiana Ar ea 
Health Education Center Foun dation for the year ended Septem ber 30, 1997, w e 
considered its internal control in order to determ ine our auditing procedures for the 
purpose of expressing opinions on the financial statem ent s an d to report on int ernal 
controls and com pliance based on an audit perform ed in accordan ce w ith  Governm ent  
Auditing Stan dards. W e noted certain m atters involving the intern al control an d its 
operation that w e consider to be reportable conditions under standards established by th e 
Am erican Institute of Certified Public Accountants. Reportable conditions  involve m atters 
coming to our attention relating to significant deficiencies in th e design or operation of the 
intern al control structure that, in our judgment, could adversely affect North Louisiana 
Ar ea Health Education Cent er Foundation's ability to record, process, sum m arize, an d 
report financial data cons istent  wi th th e assertions  of m anagem ent in the finan cial 
statem ents or to adm inister financial assistance program s in accordan ce wi th  applicable 
law s and regulations . 

North Louisiana Ar ea Health  Education Center Foundation operates wi th a staff  too few  
in num ber to facilitate effi cient intern al control. The Executive Director and Adm inistrative 

Secretary are responsible for the majority of transactions that occur. Cost-benefit concerns 
do not justify additional employees an d controls to provide an  adequate segregation of 
duties that is necessary for an effi cient in tern al control structure. Although this condi tion 
could adversely affect the Organization's ability to record, process, sum m arize an d report 
financial data cons istent wi th the assertions  of m an agem ent in  th e fin an cial statem ents it 
is not cons idered to be a m aterial w eakness because of certain mi tigatin g factors . 

The following factors were cons idered in  the audi tors' judgem ent in  distinguishing th e 
reportable condition from  a m aterial w eakness. The budget for the Organization's fiscal 
year is adopted and approved by th e subgran fing agency. A control procedur e is 



established to require tw o signatures, one of which is a board m em ber for any expenditures 
greater than $1,000. The Organization's system of accounting includes review and general 
ledger account coding and processing of a certified public accounting firm  other than the 
independent firm  conducting the annual audit. The bank statem ents are m ailed directly 
to this firm unopened and all reconciliations are perform ed by the firm , thus separating thi s 
duty from  the Organi zation. The Organization also m aintains separate accounting records 

which are compared and adjusted by the bookkeeping firm. 

Based on the considerations of the internal control structure and its related m atters as 
described above, none of the reportable conditions described above are believed to be a 
m aterial w eakness. 

A m aterial w eakness is a reportable condition in whi ch the design or operation of one or 
m ore of the intern al control structure elem ents does not reduce to a relatively low level the 
risk that errors or irregularities in am ounts that would be m aterial in relation to the 
fin ancial statem ents being audited or that noncompliance with law s and regulations that 
w ould be m aterial to a financial assistance progr am . 

Our consideration of the intern al control stru ctur e w ould not necessarily disclose all 
m atters in the intern al 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, none of the reportable 
condi tions described above is believed to be a m aterial  w eakness. 

This report is intended solely for the inform ation and use of the Board of Directors , 
m anagem ent, and Louisiana State Uni versity M edical Center Shreveport, Louisiana and 
other legislative and regulatory bodies, as applicable. 

M INCHEW , ROBINSON, GARDNER, LANGSTON and BRYAN, CPAs 

M ar ch 19, 1998 


