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SH EPPARI)-H ARRIS & ASSO CIATES, P.C 

3499 Independence [)rive, Suite A ~ Biu/~ingham, Alabama 35209 ~ (205) 871-0313 

Board of Directors 
Excelth, Inc. 
New  O rleans, LA 

W e have audited the statem ent of financial position of Excelth, Inc., (a non-profit organization} as of 
Decem ber 31, 1997 and the related statem ent of activities and changes in net assets, functional 
expenses, and cash flow s for the year then ended. These financial statem ents are the responsibility 
of the Corporation's m anagem ent and Board of Directors. Our responsibility is to express our opinion 
an these financial statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards; Governm ent 
Auditing Standards, issued by the Com ptroller General of the United States; and the provision's of 
Office of M anagement and Budget Circular A-133; "Audits of State, Local Governments and Non-Profit 
Organ'fzations." "Those standards end OM B Circular A -133 require that w e plan and perform the audit 
to obtain reasonable assurance about w hether the finagcial statem ents ere free of m aterial 
m isstatem ent. A n audit includes exam ining, on a test basis, evidence supporting the am ounts and 
disclosures in the financial statem ents, A n audit also includes assessing the accounting principles used 
and significant estim ates m ade by m anagem ent, as w ell 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 Exoelth, Inc., es of Decem ber 31, 1997 end the changes in its net assets and its 
cash flow s for the year then ended, in conform ity w ith generally accepted accounting principles. 

In accordance w ith Governm ent AuditinL Standards, w e have also issued our report dated Septem ber 
11, 1998, on our consideration of Excelth, Inc. internal control structure and a report dated Septem ber 
11, 1998, on its com pliance w ith law s and regulations. 

Our audit w as m ade for the purpose of form ing an opinion on the financial statem ents of Excelth, Inc., 
taken as a w hole. The accom panying schedule of Federal financial assistance is presented for purposes 
of additional analysis and is not a required part of the financial statem ents. The inform ation 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 m aterial respects in relation to the financial statem ents 
taken as a w hole. 

arris & A ssociates, P.C 
Birm ingham , A labam a 
Septem ber 11, 199B 
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Cash Flows 

EX CELTH , INC . 
STATEM ENT O F CA SH FLOW S 

F:O R THE YEA R ENDED DECEM BER 31. 1997 

Proem C~ eratinu Activities 

Change in Net Assets 
Adjustments to Reconcile Change in Net Assets 
to Net Cash Used for Operating Activities : 
Depreciation 

Decrease in Grants Receivable 
Increase in Due prom Other Funds 
Decrease in Prepaid Insurance 
Increase in Accounts Payable 
Decrease in Payroll Taxes Payable 
Increase in Due TO Other Funds 
Decrease in Deferred Revenue 

Net Cash Provided By Operating Activities 

F 

Purchase of Equipment 
Adjustment to Accumulated 
Depreciation 

vl 

Net Cash Used By Investing Activities 

Net Decrease In Cash 

Cash - December 31, 1996 

Cash - Decemb er 31, 1997 

$ 17,642 

83,514 
280,706 
(134,815) 
11,363 
48,150 

(362,105) 
134,815 
(192,5~  

(42,347) 

~ 47,811) 

(90,1~  

(203,456) 

236~580 

~ 124 

The accom panying notes are an integral part of these financial statem ents 



NOTE 1 

EXCELTH , INC . 
NO TES TO TH E FINA N CIA L STA TEM ENTS 

D EC EM BER 31, 1997 

Excelth. Inc.. is a non-profit organization w hose purpose is to distribute funding to 
m em ber organizations w ho provide prim ary 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 m edically indigent, w ithin 
the context of a com prehensive system of care; im prove efficiency of m anagem ent 
operations w ithin the com ponent m em ber organizations; and engage in educationa# 
activities and pursue other opportunities related to quality health care services. 

A 

13 

C 

In 1997, Excelth, Inc. adopted Statem ent of Financial A ccounting Standard 
(SFAS) No. 117, "Financial Statem ent of Not-for-Profit Organizations." Under 
SFAS No. 117, Excelth, Inc. is required to report inform ation 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) based upon the existence or absence of donor-im posed 
restrictions. As perm itted by this new standard, Excelth, Inc. has discontinued 
it use of fund accounting and has, accordingly, reclassified its financial 
statem ents to present classes of net assets. The reclassification had no 
cum ulative effect on the change in net assets For the year ended Decem ber 31, 
1997. 

Excelth, Inc. also adopted SFAS No. 116, "Accounting for Contributions 
Received and Contributions M ade," in 1997. In accordance w ith SFAS No. 
116, 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. The adoption had no cum ulative effect on net assets at 
the date of the adoption. In addition, Excelth. Inc. has not received any 
contributions w ith donor-im posed restrictions that w ould result in tem porarily 
or perm anently restricted net assets. 

The Corporation requests funds from the Departm ent of Health and Hum an 
Services (HHS) Jn accordance with the Grant Agreem ent, According to HHS 
policies, all funds disbursed should be in com pliance w ith the specific term s of 
the Grant, as defined. HHS m ay, at its discretion, request reim bursem ent for 
expenses or return of unexpended funds, or both, as a result of noncom pliance 
by the Corporation with the terms of the Grant. In addition, if the Corporation 
term inated its HHS Grant activities, all unexpended funds are to be returned to 
HHS. 

Property and equipm ent acquired w ith HHS funds are considered to be ow ned 
by the Corporation w hile used in the program or in future authorized program s. 
How ever, HHS retains a reversionary interest in these assets as w ell as the 
right to determ ine the use of any proceeds from  the sale of such assets. 
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NOTE 1 - 

EXCELTH , INC . 
NOTES TO THE FINANCIAL STATEM ENTS (Continued) 

D EC EM BER 3 1. 7997 

Sum m a 

Financial Statem ent Pr 

Accordingly, the Corporation m ay not transfer, m ortgage, assign, lease or in 
any other m anner encum ber the property and equipm ent w ithout the prior 
approval of HHS. 

D. These financial statem ents are presented 

E 

F 

G 

Therefore, revenues are recorded w hen 
w hen incurred. 

on the accrual basis of accounting. 
earned and expenses are recorded 

The Corporation is exem pt from Federal incom e taxes pursuant to Section 501 
(c) (3) of the Internal Revenue Code. as am ended. 

The norm al year end for the Corporation is Decem ber31, 1997. How ever, the 
Federal grant covered the period from Decem ber 1, 1997 through Novem ber 
30, 1997. These financial statem ents contain the results of operation for those 
tw elve m onths. 

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 w ith 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, 
equipm ent and property. 

NOTE 2 - NETW ORK M EM BERSHIP 

The O rganization provides funding to netw ork m em ber organizations w ho provide 
prim ary health care services in neighborhoods and to special populations in O rleans 
Parish. In order to receive funding, the netw ork m em ber organizations m ust report 
revenues earned and expenses incurred. The funding levels are based upon the data 
reported to the Excelth, Inc. Excelth, Inc. uses the financial statem ents as part of its 
m atching level of effort. 

NOTE 3 - PRO PERTY 

In accordance w ith Federal Regulation 45 CFR, Part 74, Appendix C, Part I1.B.11, 
depreciation expense on property purchased w ith 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 m ethod for determ ining the estim ated reduction for usage w as based on standard 
depreciation guidelines. The straight - line m ethod w as used. Consequently, the value 
of property is recorded at cost less and allow ance for usage. 
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EX CELTH , INC . 
NOTES TO THE FINANCIAL STATEM ENTS (Continued) 

DECEM BER 31, 1997 

NOTE 3 - _PBOPER_ TY C~ nued~  

A sum m ary of net property is presented below 

Item 

Building 
Land 
Furniture & 
Equipm ent 

Cost A llow ance Net 

$ 121,306 $ 18,196 
100,000 

$ 103,110 
100.000 

544,645 352,528 192,117 

Total $ 765~951 370 724 $ 395 227 

NOTE 4 - CONTINGENCY 

As of Decem ber 31, 1997, accrued annual leave is calculated to be $72,632. The 
corporation's personnel policies allow each em ployee to accrue up to tw o hundred forty 
(240) hours of annual leave. 

NOTE 5 - A DJUSTM ENT 

An adjustment was made to prior year net assets to correct the accumulated 
depreciation balance. 
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SH EPPA RD -H ARRIS & ASSO CIATES, P.C 
( ('r6fied Publi( Ac ( olsntal~ts 

3499 Indel~endence Drive, Suite A ~ Birmingham, Alabama 35209 ~ (205) 871 0313 

REPO RT O N CO M PLIA NCE A ND O N INTERNA L CO NTRO L 
O V ER FINA NCIA L REPO RTING RA SED O N A N A U DIT 

O F FINA NCIA L STATEM ENTS PERFO RM ED IN A CCO RDA NCE W ITH 
G OV ERNM ENT A U DITING STA N DA RDS 

Board of Directors 
Excelth, Inc. 
New  O rleans, LA 

W e have audited the financial statem ents of Excelth, Inc. as of and for the year ended Decem ber 31, 
1997 and have issued our report thereon dated Septem ber 11, 1998. W e conducted our audit in 
accordance w ith generally accepted auditing standards and standards applicable to financial audits 
contained in Governm ent A udib'ng Standards, issued by the Com ptroller General of the United States. 

CCom~ oliance 
A s part of obtaining reasonable assurance about w hether Excelth, Inc.'s financial statem ents ere free 
of m aterial m isstatem ent, w e perform ed tests of its com pliance w ith certain provisions of law s, 
regulations, contracts and grants, noncom pliance w ith w hich could have a direct and m aterial effect 
on the determ ination of financial statem ent am ounts. How ever, providing an opinion on com pliance 
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 noncom pliance that are required to be 
reported under Gover nm en t A uditing Sta ndards. How ever, w e noted certain im m aterial instances of 
noncom pliance, w hich w e have reported to the m anagem ent of Exoelth, Inc. in a separate letter dated 
Septem ber 11, 1998. 

Internal Control Over Financial Re~0orting 
In planning and perform ing our audit, w e considered Excelth, Inc.'s internal control over financial 
reporting in order to determ ine our auditing procedures for the purpose of expressing our opinion on 
the financial statem ents and not to provide assurance on the internal control over financial reporting. 
Our consideration of the internal control over financial reporting w ould not necessarily disclose all 
m atters in the internal control over financial reporting that m ight be m aterial w eaknesses, a m aterial 
w eakness is a condition in w hich the design or operation of one or m ore of the internal control 
com ponents does not reduce to a relatively low level the risk that m isstatem ents in am ounts that w ould 
be m aterial in relation to the financial statem ents being audited m ay occur and not be detected w ithin 
a tim ely period by em ployees in the norm al course of perform ing their assigned functions. W e noted 
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Board of D irectors 
Excelth, Inc. 
Page 2 

no m atters involving the internal control over financial reporting and its operation that w e considered 
to be m aterial w eaknesses. How ever, w e noted certain im m aterial instances of noncom pliance, w hich 
w e have reported to the m anagem ent of Excelth, Inc. in a separate letter dated Septem ber 11, 1998. 

This report is intended for the inform ation of the audit com m ittee, m anagem ent and federal aw arding 
agencies and pass-through entities. How ever, this report is e m atter of public record and its distribution 
is not lim ited. 

Sheppard-Harris & A ssociates, P.C 
Birm ingham , A labam a 
Septem ber 11, 1998 
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SH EPPA RD-HARRIS & ASSO CIATES, P.C 
( (,rtitied I'ubli~ A(countant~ 

3499 Independence [)live, Suite A ~ Birnlinghan/, Alabama 35209 ~ (205) 871-0313 

REPO RT O N CO M PLIA NCE W ITH REQ U IREM ENTS 
A PPLICA BLE TO EA CH M A JO R PRO G RA M  A ND 

INTERNA L CO NTRO L O V ER CO M PLIA NCE 
IN A CCO RDA NCE W ITH O M B CIRCULA R A -133 

Board of Directors 
Excelth, Inc. 
New  O rleans, LA 

W e have audited the com pliance of Excelth, Inc. w ith the types of com pliance requirem ents described 
iq:~ the U.S. O~  of M anagem ent and Budget (OM BJ Circular A -133 Com pliance Supplem en t 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 summary of auditor's result section of the accompanying 
schedule findings and questioned costs. Com pliance w ith the requirem ents of law s, regulations, 
contracts and grants applicable to each of its m ajor federal programs is the responsibility of Excelth, 
Inc.'s m anagem ent. Our responsibility is to express an opinion on Excelth, Inc. com pliance based on 
our audit. 

W e conducted our audit of com pliance in accordance w ith generally accepted auditing standards; the 
standards applicable to financial audits contained in Governm en t A ud itin9 Standards, issued by the 
Com ptroller General of the United States; and OIVIB Circular A -133, A udits of States, Local 
Governm ents, andNon-Pro~t Organizations. Those standards and OM B Circular A -133 require that w e 
plan and perform the audit to obtain reasonable assurance about w hether noncom pliance w ith the types 
of compliance requirements referred to above that could have a direct and m aterial effect on a major 
federal program occurred. An audit includes exam ining, on a test basis, evidence about Excellh, Inc.'s 
com pliance w ith those requirem ents and perform ing such other procedures as w e considered necessary 
in the circum stances. W e believe that our audit provides a reasonable basis for our opinion. Our audit 
does not provide e legal determ ination on Excelth, Inc.'s com pliance w ith those requirem ents. 

In our opinion, Excelth, Inc. com plied, in all m aterial respects, w ith the requirenlents referred to above 

that are applicable to each of its major federal programs for the year ended December 31, 1997. 

nternal Control Over Com pliance 
The m anagem ent of Excelth, In(;. is responsible for establishing and m aintaining effective internal 
control over com pliance w ith the requirem ents of law s, regulations, contracts and grants applicable to 
federal program s. In planning and perform ing our audit, w e considered Excelth, Inc.'s internal control 
over compliance with requirem ents that could have a direct and m aterial effect on a major federal 
program in order to determ ine our auditing procedures for the purpose of expressing our opinion on 
com pliance and to test end report on internal control over com pliance in accordance w ith 0M B Circular 
A-133. 
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Board of Directors 
Excelth, Inc. 
Page 2 

Our consideration of the internal control over com pliance w ould not necessarily disclose all m atters i=1 
the internal control that m ight be m aterial w eaknesses, a m aterial w eakness is a condition in w hich 
the design or operation of one or m ore of the internal control com ponents does not reduce to a 

contracts and grants that would be material in relation to a m ajor federal program being audited may 
occur end not be detected w ithin a tim ely period by em ployees in the norm al course of perform ing their 
assigned functions. W e noted no m atter involving the internal control over com pliance and its 
operations that w e consider to be m aterial w eaknesses. 

Exoendituras of Federal 
W e have audited the basic financial statem ents of Excelth, Inc. as of and for the year ended Decem ber 
31, 1997, and have issued our report thereon dated Septem ber 11, 1998. Our audit w as perform ed 
for the purpose of form ing an opinion on the basic financial statem ents taken as a w hole. The 
accom panying schedule of expenditures of federal aw ards is presented for purposes of additional 
analysis as required by OM B Circular A-133 and is not a required part of the basic financial statem ents. 
Such information has been subjected to the auditing procedures applied in the audit of the basic 
f~nancia; statem ents and, in our opinion, is fairly stated, in air m aterial respects, in relation to the basic 
financial statem ents taken as a w hole. 

This report is intended for the inform ation of the audit com m ittee, m anagem ent and federal aw arding 
agencies and pass-through entities. How ever, this report is a m atter of public record and its distributiofl 
is not lim ited. 

Sbeppard-Harris & A ssociates, P.C. 
Birndngbam , A labam a 
Septem ber 11, 1998 
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EXCELTH, INC . 
SCHEDULE O F FINDINGS A ND Q UESTIONED COSTS 

FO R TH E Y EA R EN D ED D EC EM BER 3 1, 1997 

SECTION I SUM M ARY O F A UDITO R'S RESULTS 

SECTIO N II 

A_ udi=t 
W e audited the financial statem ents of Excelth, Inc. as of Decem ber 31, 1997 and for 
the year then ended. W e issued an unqualified opinion of the financial statem ents. 

Noncompliance W hich is M aterial to the Financial Statements 
W e perform ed tests of com pliance w ith certain provisions of law s, regulations, 
contracts and grants and did not note any instances of noncom pliance w hich are 
m aterial to the financial statem ents. 

W e considered the internal control over financial reporting and did not note any 
reportable conditions. 

W e audited tile com pliance of the Center w ith the types of com pliance requirem ents 
described in the U.S. Office of M anagem ent and Budget (OIVIB) Circular A -133 
Compliance Supplement that are applicable to each of its major federal programs for the 
year ended Decem ber 31, 1997. W e issued an unqualified opinion on com pliance. 

W e considered the internal control over com pliance w ith requirem ents of law s, 
regulations, contracts end grants applicable to federal program s and did not note any 
reportable conditions. 

A udit Findings 
W e did not note any audit findings 

M ajor Program 
Com m unity/M igrant Health Center 

Threshold for Type A and Type B Program s 
The threshold for determ ining Types A and B program s w as $300,000 

Low -Risk A uditee 
The Center qualified as a low -risk auditee 

D IN A TEM ENTS A U D 

None 

SECTIO N III FINDINGS A ND Q UESTIONED CO STS - M AJO R FEDERA L AW A RD 
PRO GRA M S A UDIT 

None 
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SH EPPARD-H ARRIS & ASSO CIATES, P.C 
Cc, rUfled Public Ac( oLlntants 

00T ~ ~ ~  

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

Septem ber 11. 1998 

Board of Directors 
Excelth, Inc. 
New  O rleans, LA 

In connection w ith our audit of the financial statem ents of Excelth, Inc. for the year ended Decem ber 
31, 1997, w e have m ade a thorough study of your accounting procedures and system of internal 
control. In addition, w e observed your com pany's organization, policies, and operating m ethods. 

A s a result of this exam ination, w e w ould like to present this recom m endation for consideration by 
m anagem ent. This suggestion is based prim arily on the w ork done during our audit engagem ent, and 
w e do not w ish to im ply that it covers every possible w eakness. Nevertheless, w e do think that this 
deserve your careful evaluation. 

Excelth, Inc. has increased its m onitoring of the netw ork m em bers, how ever, there are still som e 
infernal control problems w hich have not been resolved by network mem bers. These problems could 
have a detrim ental effect on safeguarding network m em bers' asset. W e recom m end that netw ork 
m em bers com ply w ith BPHC PIN98-23 requiring them to m aintain financial system s w hich provide for 
internal controls, safeguarding assets, ensure stew ardship of federal funds, m aintain adequate cash 
flow to support operations, assure access to care, and m axim ize revenue from non-federal sources. 

If you or other m em bers of your m anagem ent team have any questions concerning these 
recom m endations, w e w ould w elcom e the opportunity to discuss them  w ith you . 

Sincerely, 

Sheppard-Harris & Associates, P.C 

M embers of the American Institute of CPAs and the Alabama Society of CPAs 
"l arge enough to serve you, but small enough to care." 


