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SHEPPARD-HARRIS & ASSOCIATES, P.C.

C ertificd Pubfic Accountants

srwr.

3499 Independence Drive, Suite A - Birmingham, Alabama 35209 « (205) 871-0313

INDEPENDENT AUDITOR’'S REPORT

Board of Directors
Excelth, Inc.
New Orleans, LA

We have audited the statement of financial position of Excelth, Inc., {a non-proftit organization} as of
December 31, 1997 and the related statement of activities and changes in net assets, functional
expenses, and cash flows for the year then ended. These financial statements are the responsibility
of the Corporation’s management and Board of Directors. Our responsibility is to express our opinion
an 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 provision’s of
Office of Management and Budget Circular A-133; "Audits of State, Local Governments and Non-Profit
Organizations." Those standards and OWMiB Circutar A-133 require that we pian 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 Excelth, Inc., as of December 31, 1997 and the changes in its net assets and its
cash flows for the year then ended, in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated September
11, 1998, on our consideration of Excelth, Inc. internal control structure and a report dated September
11, 1998, on its compliance with laws and reguliations.

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

14{77@1/— #m wf@mﬂ

Sheppard-Harris & Associates, P.C.
Birmingham, Alabama
September 11, 1998

Members of the American Institute of CPAs and the Alabama Socicty of CPAs
“large enough 1o serve you, but small epough to care.”




<

'SlUdUIBIRIS |eiouRUl} 8sayl J0 Med |eibalul ue ale sajou bBulAuedwoosose ay|

LZZT7S6E S 8§56 8¢t 98Z7L09 TLP TIPS TS S388S8Y 38N pue
S8TITITOeTT TB30L
LZZ77S6¢€ SLS'TT 9Z£780¢ 8ZT'STL pe3nTI3SIUN
83958y JoN
- €8¢ LZC 09678672 £¥E 7929 SSTJITITGeTT TB30L
- €8E€7LZE - €8¢ LZ¢E Spung IsylQ oL °ng
- - 08§ 098 soxel polerIsy
pue TI1oxied poeniooy
- $ - Q0% ‘862 007’862 $ e1qeded S3UNODDY
{3wezIn) TIV) SOTITITqeT]
SLASSY 13N NV SHLLITIgavId
TLZZ°G6E S 866 °8¢¢E 98Z°L0S ILP TPE 19 S39SSYy Te30l
- - LES'8Z LES 8T PTedexg sssuadxd
I9q30
LZZT S6¢ - - LZZTS6E juswdrnby 3
JueTd Aj3xsdoxg Te3zol
LZZ’S6¢ - - LZZ G6¢ Juswdrnby 3 juerd Ajxedoxg
(IaIN) KL3zadoxg
- 856 "8¢€¢ 67578LS LOSTLTE S398SY 3uUaxan) Te3ol
- - ZIZTE6T ZTZ7E6T STqeATSOS8Y SJIUNODDY
£8E’LZE £8E’LZE SpUng I|aYl(0 Woxg ang
- | $8C ‘LTS #09°9¢ 888°€9¢ 9TQRATSOIY SjURIDH
- $ ¥LS°TT 068‘TZ ¥Z1’€€ $ ysep
1TBIXND
SIASSVY
N0 aNn3 GRNA TY.LOL
SIISSV TYOOT HLIVEH
IAXT A R AIVLS JI171and

L661 ‘LE d3dIN3D3A
NOLLISOd TVIONVNIH 40 INJIANFJLVILS
"ONI "H1132X3




e
‘Sluswialels jeroueui 8sayl jo led (pibalui ue aJe sajou buiAuedwoode ay

—

~LZ2°S6¢ & CLS I1T S57£780¢C SZL'S1. & L6ET ‘TE Iequeneqg ‘sS3e88Y 30N
CLLTEET 169 °STT - TI9% '67%% 966T ‘TE€ Ioqueceq ’‘S3888Y¢ N
%792 (9TT‘%#0T) LIS ‘6% GZ0 ‘8% auswlsnlpy
LYPE'ZH (LPE'ZF) - - suswdIndby pue
eIn3TUINI JO uoTiaTsrnboy
(PTG £8) - 608 '8¢ Zv9 ‘LT B3 @E8Y JON UT (S5EeIDe() ese8IdU]
¥IGS'¢c8 796 PEY T €06 688 ¥ ¥€0'95¢ 9 gesuedXy Teljol
AR - - PTS €8 uoraerTowadeq
- P96 "PEF T £€06°688°% 6Z5’'Z8%"9 S9O0TAISS TeuosIed
SASNAIXH
- %96 PEP T ZTL'8%6 ¥ 8.9 £8¢ 9 ESNUPASY pue
aIoddng Tejol
- - EVT £2 E¥T €2 INY30
- - £¥ds £ys 380le3UuT
- - 88F ‘06€°¢E 88% ‘06E€°¢€ (ION) =eDTAI®S juUeTI3ed
- S PS8 'PET'T S BES'HES’'T S zZ05'696°'Z S pezrTuboney

pPIXeMY IBSX SUeIIn:
SHONAANY dNY I130d4ddNS

aNQA aNnA NS IY¥LOL Pe3IRTISSSIUN
SLASSY A-felolt HLINZH
JEXIA 3 HIYLS o ITeE0d

L661 "LE€ H3gIN3O3IA A3IAN3 HVIA JHL HO4
S13SSVY 14N NI SIONVHO ANV SILLAILOVY 40 LINJINTILVIS
"ONI ‘H1130X3



AT ALY

BT CTT

ZHT T
L¥e’6
T#3 'EP

FQZ 9%

PSZ'%9 5

14

‘Sluswolels |eloueul) 9@sayl Jo jed |eibalul ue sie svlou buiAuedwosoe

Z¥6 &% T

0€6°29T

tZ8°'0T
68T 52

t4 T

-
-
-—

P65 682

I

JTUTTD peBwd " YDS
"UewWM -g-HJOC

Jawdaq yjTeel
BUWSTIO MON

— — = —
- - - (L¥E7EY) - -
- - - LY€% - -
ZLE "HEE PSL 6T 26T pE 0Te 002 ICEMCTEY ZEE' 6
= 590°T Z6T %< 88% ¥C - Zee'6
CLY LB2 - - 096’y Z3% -
- - - €S8t - -
- - - LLE'E - -
IP%'6 rA-S - 05462 BEO'84 -
g6sbh LY LSE'HT - 'RV A T30 GLE -
ZLEFEE $SL 6T 26T 9 459 7Z%C I CEMCES ZEL'6
ZLe'bEE PSL 6T ZET ' PE LE9'Zh2 TSH'as%d ZEE'6
HBE0TAIAS &5 IUM {BBGTOUCH) TwIiboIgd EEEIWNCE ¥ UOTJwILZeTUTRPY
TEOTREN UeiAy Asemiwyg AnTuTIUul uctTgwaoedus rue snoelold
-y 1% Y BuTsIoddnsg Ieysod

BURETIO MBN JO ALTD

L6611 ‘L€ H3gGW303A A3IANT HVIA FHL HOA
AN 1VO01 ANV 31V1S
S3ISN3I4dX3 TYNOILONNA 40 1INJWILVILS
"ONI ‘H1130X3

3yl

(LPETF]

Ly 'ZF

LY ZEE"T

TOF 08
QTL LYY
£98 €
6136
TES'TLT
BLE'6LS

YSE TER L

PSE'PER'TS

BLEE83Y Lok

susmdinbg
JOo aseysing

BLOBUY SaK
[eswaIbe]) @BWOILUT

goaUsadxy TeLo0l

Tay30
TenIoeIjuUcD

e TTddng

TOARIL

g3T;eueg ebutaz
BeoTAleg TVUOBIed

Bio B iRm Iy

TeaCL

I6YL0
LBeIeqUT
BUCTZNTISZUCD

(&N} BoTAXSE JUSTLeS

pezTubooey
BDiwMY IWDE LUSLIND

Tea0L

selTeARy pPUw I0ddng

- e —



EXCELTH, INC.
STATEMENT OF CASH FLOWS
+OR THE YEAR ENDED DECEMBER 31, 1997

Cash Flows From QOperating Activities:

Change in Net Assets $ 17,642
Adjustments to Reconcile Change in Net Assets

to Net Cash Used for Operating Activities:

Depreciation 83,514
Decrease in Grants Receivable 280,706
Increage in Due From Other Funds {134,815)
Decrease in Prepaid Insurance 11,363
Increase in Accounts Payable 48,150
Decrease in Payroll Taxes Payable {362,105)
Increase in Due To Other Funds 134,815
Decrease in Deferred Revenue (192,568)

Net Cash Provided By Operating Activities (113,298)
Cash Flows From Investing Activities
Purchase of Egquipment (42,347)
Adjustment to Accumulated
Depreciation {47,811)
Net Cash Used By Investing Activities (S0,158)
Net Decrease In Cash (203,456)
Cagh - December 31, 1996 236,580
Cash - December 31, 1987 $ 33,124

The accompanying notes are an integral part of these financial statements.
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EXCELTH. INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 1997

Summary of Significant Accounting Policies:

Excelth, Inc., is a non-profit organization whose purpose is to distribute funding to
member organizations who provide primary health care services in a neighborhood or
a special population in Orleans Parish; coordinate, plan, and secure funds for the
provision of quality health care services, particularly to the medically indigent, within
the context of a comprehensive system of care; improve efficiency of management
operations within the component member organizations; and engage in educational
activities and pursue other opportunities related to quality health care services.

A.

Financial Statement Presentation:

In 1997, Excelth, Inc. adopted Statement ot Financial Accounting Standard
{(SFAS)} No. 117, "Financial Statement of Not-for-Profit Organizations.” Under
SFAS No. 117, Excelth, Inc. 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) based upon the existence or absence of donor-imposed
restrictions. As permitted by this new standard, Excelth, Inc. has discontinued
it use of fund accounting and has, accordingly, reclassified its financial
statements to present classes of net assets. The reclassification had no
cumulative effect on the change in net assets for the year ended December 31,

1997.

Excelth, Inc. also adopted SFAS No. 116, "Accounting for Contributions
Received and Contributions NMade,” in 1997. In accordance with SFAS No.
116, contributions received are recorded as unrestricted, temporarily restricted,
or permanently restricted support, depending on the existence and/or nature of
any donor restrictions. The adoption had no cumulative effect on net assets at
the date of the adoption. In addition, Excelth, Inc. has not received any
contributions with donor-imposed restrictions that would result in temporarily
or permanently restricted net assets.

The Corporation requests funds from the Department of Health and Human
Services {HHS) in accordance with the Grant Agreement. According to HHS
policies, all funds disbursed should be in compliance with the specific terms of
the Grant, as defined. HHS may, at its discretion, request reimbursement for
expenses or return of unexpended funds, or both, as a result of noncompliance
by the Corporation with the terms of the Grant. In addition, if the Corporation
terminated its HHS Grant activities, all unexpended funds are to be returned to
HHS.

Property and equipment acquired with HHS funds are considered to be owned
by the Corporation while used in the program or in future authorized programs,
However, HHS retains a reversionary interest in these assets as well as the
right to determine the use of any proceeds from the sale of such assets.

6
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EXCELTH, INC.
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 1997

summary of Significant Accounting Policies (Continued):

Financial Statement Presentation {Continued):

Accordingly, the Corporation may not transfer, mortgage, assign, lease or in
any other manner encumber the property and equipment without the prior
approval of HHS.

D. These financial statements are presented on the accrual basis of accounting.
Therefore, revenues are recorded when earned and expenses are recorded
when incurred.

E. The Corporation is exempt from Federal income taxes pursuant to Section b01
{c) (3} of the Internal Revenue Code, a5 amended.

F. The normal year end for the Corporation is December 31, 1997. However, the
Federal grant covered the period from December 1, 1997 through November
30, 1997. These financial statements contain the results of operation for those
twelve months.

G. The Corporation has three major funds - Public Health, State and Local Grants
and Property. The Public Health fund is used to record activities related to the
grant with Public Health Service. The State and Local Grants fund is used to
account for funds received from the state of Louisiana and local sources. The
Property Fund accounts for transactions involving non-expendable furniture,
equipment and property.

NETWORK MEMBERSHIP

The Organization provides funding to network member organizations who provide
primary health care services in neighborhoods and to special populations in Orleans
Parish. In order to receive funding, the network member organizations must report
revenues earned and expenses incurred. The funding levels are based upon the data
reported to the Excelth, Inc. Excelth, Inc. uses the financial statements as part of its
matching level of effort.

PROPERTY

In accordance with Federal Regulation 45 CFR, Part 74, Appendix C, Part I1.B.11,
depreciation expense on property purchased with Federal funds can not be charged as
an expense to the Federal program. Therefore, the reduction for the usage is presented
as an expense in the property fund and is not charged as a current Federal expense.
The method for determining the estimated reduction for usage was based on standard
depreciation guidelines. The straight - line method was used. Consequently, the value
of property i1s recorded at cost less and allowance for usage.

7
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EXCELTH, INC.
NOTES TO THE FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 1997

NOTE 3 - PROPERTY {Continued):

A summary of net property is presented below:

item Cost Allowance Net
Building $ 121,300 $ 18,196 $ 103,110
Land 100,000 - 100,000
Furniture &
Equipment 544 645 352,628 192,117
Total $ 765,961 370,724 $ 395,227
NOTE 4 - CONTINGENCY

As of December 31, 1997, accrued annual leave is calculated to be $72,632. The
corporation’s personnel policies allow each employee to accrue up to two hundred forty
{240) hours of annual leave.

NOTLE 5 - ADJUSTMENT

An adjustment was made to prior year net assets to correct the accumulated
depreciation balance.
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SHEPPARD-HARRIS & ASSOCIATES, P.C.

Cortifiod Public Accaountants

3499 Independence Drive, Suite A « Birmingham, Alabama 35209 » (205) 871-0313

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Directors

Excelth, Inc.
New Orleans, LA

We have audited the financial statements of Excelth, Inc. as of and for the year ended December 31,
1997 and have issued our report thereon dated September 11, 1998. We conducted our audit in
accordance with generally accepted auditing standards and standards applicable to financial audits
contained in Government Audrting Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether Excelth, Inc.’s financial statements are free

of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required to be
reported under Government Audriing Standards. However, we noted certain immaterial instances of
noncompliance, which we have reported to the management of Excelth, Inc. in a separate letter dated

September 11, 1998.

Internal Control Over Financial Reporting
In planning and performing our audit, we considered Excelth, Inc.’s internal control over financal

reporting in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on the internal control over financial reporting.
Our consideration of the internal control over financial reporting would not necessarily disclose all
matters in the internal control over financial reporting that might be material weaknesses. A materia
weakness is a condition in which the design or operation of one or more of the internal contro
components does not reduce to a relatively low level the risk that misstatements 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. We noted

10
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Board of Directors

Excelth, Inc.
Page 2

no matters involving the internal control over tinancial reporting and its operation that we considered
to be material weaknesses. However, we noted certain immaterial instances of noncompliance, which
we have reported to the management of Excelth, Inc. in a separate letter dated September 11, 1998.

This report is intended for the information of the audit committee, management and federal awarding
agencies and pass-through entities. However, this report is a matter of public record and its distribution

is not limited.

Sheppard-Harnis & Associates, P.C.
Birmingham, Alabama
September 11, 1998

11
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SHEPPARD-HARRIS & ASSOCIATES, P.C.

C ortificd Public Accountants

T r—— —

3499 Independence Drive, Suite A « Birmingham, Alabama 35209 « (205) §71-0313

REPORT ON COMPLIANCE WITH REQUIREMENTS

APPLICABLE TO EACH MAJOR PROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Directors

Excelth, Inc.
New Orieans, LA

We have audited the compliance of Excelth, Inc. with the types of compliance requirements described
in the (.8. Qffice of Management and Budget {OMB} Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended December 31, 1997. Excelth, Inc.’s
major federal programs are identified in the sunimary of auditor’s result section of the accompanying
schedule findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of Excelth,
Inc.’s management. Our responsibility is to express an opinion on Excelth, Inc. compliance based on

our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States., local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about Excelth, Inc.’s
compliance with those reguirements and performing such other procedures as we considered necessary
in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Qur audit
does not provide a legal determination on Excelth, Inc.’s compliance with those requirements.

In our opinion, Excelth, Inc. complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended December 31, 1997.

Internal Control Over Compliance
The management of Excelth, Inc. is responsible for establishing and maintaining effective internal

control over compliance with the requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered Excelth, Inc.’s internal control
over compliance with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OIMB Circular

A-133.

12
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Board of Directors

Excelth, Inc.
Page 2

Our consideration of the internal control over compliance would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a condition in which
the design or operation of one or more of the internal control components does not reduce to a
sebatively low level the fisk that noncompliance with applicable requirtements of laws, regulations,
contracts and grants that would be material in relation to a major federal program being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matter involving the internal control over compliance and its
operations that we consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of Excelth, Inc. as of and for the year ended December
31, 1997, and have issued our report thereon dated September 11, 1398. Our audit was performed
for the purpose of forming an opinion on the basic financial statements taken as a whole. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by OMB Circular A-133 and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole,

This report is intended for the information of the audit committee, management and federal awarding
agencies and pass-through entities. However, this reportis a matter of public record and its distribution
iIs not limited.

ool B + Losocei.

Sheppard-Harris & Associates, P.C.
Birmingham, Alabama
September 11, 1998
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SECTION |

SECTION i

SECTION Il

EXCELTH, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 1997

SUMMARY OF AUDITOR'S RESULTS

Auditor's Report on the Financial Statements
We audited the financial statements of Excelth, Inc. as of December 31, 1997 and for
the year then ended. We issued an unqualified opinion of the financial statements.

Noncompliance Which is Material to the Financial Statements

We performed tests of compliance with certain provisions of laws, regulations,
contracts and grants and did not note any instances of noncompliance which are
material to the financial statements.

Reportable Conditions in Internal Controls Related to the Audit of Financial Statements
We considered the internal control over financial reporting and did not note any
reportable conditions.

Auditor’s Report on Compliance for Major Programs
We audited the compliance of the Center with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-7133

‘Compliance Supplement that are applicable to each of its major federal programs for the

year ended December 31, 1997. We issued an unqualified opinion on compliance.

Reportable Conditions in Internal Controls Over Major Programs

We considered the internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs and did not note any
reportable conditions.

Audit Findings
We did not note any audit findings.

Maijor Program
Community/Migrant Health Center

Threshold for Type A and Type B Programs -
The threshold for determining Types A and B programs was $300,000.

Low-Risk Auditee
The Center qualified as a low-risk auditee.

FINDINGS-FINANCIAL STATEMENTS AUDIT

None

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD

PROGRAMS AUDIT

None
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SHEPPARD-HARRIS & ASSOCIATES, P.C. r

Certified Public Accountants

3499 Independence Drive, Suite A « Birmingham, Alabama 35209 « (205) 871-0313

September 11, 1998

Board of Dtrectors

Excelth, Inc.
New Orleans, LA

In connection with our audit of the financial statements of Excelth, Inc. for the year ended December

31, 1997, we have made a thorough study of your accounting procedures and system of internal

control. in addition, we observed your company’s organization, policies, and operating methods.

As a result of this examination, we would like to present this recommendation for consideration by
management. This suggestion is based primarily on the work done during our audit engagement, and
we do not wish to imply that it covers every possible weakness. Nevertheless, we do think that this
deserve your careful evaluation.

Excelth, Inc. has increased its monitoring of the network members, however, there are still some
internal control problems which have not been resolved by network members. These problems could
have a detrimental effect on safeguarding network members’ asset. We recommend that network
members comply with BPHC PIN98-23 requiring them to maintain financial systems which provide for
internal controls, safeguarding assets, ensure stewardship of federal funds, maintain adeguate cash
flow to support operations, assure access to care, and maximize revenue from non-federal sources.

If you or other members of your management team have any questions concerning these
recommendations, we would welcome the opportunity to discuss them with you.

Sincerely,

,&WW& ~ QR Qussusxi

Sheppard-Harris & Associates, P.C.

Members of the American Institute of CPAs and the Alabama Socicty of CPAs
“large enough to serve you, but small enough to care.”



