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N D Et'EN D EN T A U DITO R S' R EPO R T 

To the Board of D irectors 
St. Thom as H ealth Services, Inc. 

W e have audited the accom panying statem ents of financial position of St. Thom as lleallh 

Services, Inc. (a non-profit corporation) as of December 31, 1998 and 1997 and the related 
statem ent of activities for the year ended D ecem ber 31, 1998 and the statem ents of functional 
expenses and cash flow s for the years ended D ecem ber 31, 1998 and 1997. These financial 
slatem ents are the responsibility of the m anagem ent of'St. Thom as tlealth Services, Inc. 
Our responsibility is to express an opinion on these financial statem ents based on our audit. 

W e conducted our audits in accordance with generally accepted auditing standards, and the 
standards applicable to Government Auditing Standards issued by the Com ptroller General 
of the United States. Those standards require that w e plan and perform  the audit to obtain 
reasonable assurance about w hether the financial statem ents are 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. An 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 finmaeial statem ent presentation. W e believe that our audits provide 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 St. Thom as H ealth Services, Inc. as of D ecember 31, 
1998 and 1997, and the changes in its net assets for the year ended D ecem ber 31, 1998 and 
its cash flow s for the years ended D ecem ber 31, 1998 and 1997 in conform ity w ith generally 
accepted accounting principles. 

650 S. PIERCE ST./SUITE 203, NEW  ORLEANS, LA 70119 (504) 482-8733 FAX (504) 486-8296 



IN D EPEN D EN T A U D ITO R S' R EPO R T 

(CONTINUED} 

To the Board of D irectors 
St. Thom as tlcalth Services, Inc. 

Page 2 

Ill accordance w ith Governm ent Auditing Standards, w e have also issued our report da(ed 
July 23, 1999 on our consideration of St. Thom as H eal(h Services, Inc.'s intern al control 
over financial reporting and our tests of its com pliance w ith certain provisions of laws

, 

regulations, contracts and grants as of and for the year ended D ecem ber 31, 1998. 

Our audit w as m ade for the purp ose of form ing an opinion on the basic financial statem ents 
of St. Thom as H ealth Services, Inc. taken as a w hole. The accom panying supplem entary 

information is presented for purposes of additional analysis as required by U.S. Office of 
M anagem ent and Budget Circular A -133, Audits of States, Local G ovem m em s

, and N on- 
Profit Organizations, and is not a required part of the financial statem ents. The 

supplementary information has been subjected to the auditing procedures applied in fine audit 
of the financial statem ents and, in our opinion is fairly stated, in all m aterial respects

, in 
relation to the financial statem ents taken as a whole. 

BR U N O &  TER V A LO N 
C ER TIFIED PU BLIC A C C O U N TA N TS 

July 23, 1999 

C ERIIFIED PUBLIC AC CO UNTANIS 



ST . TH O M A S H EA LTH  SER V ICE S, IN C . 

STA TEM EN TS OF FINAN CIAL PO SITION 
D ECEM BER 31, 1998 A N D 1997 

A SSETS 

Cash (NOTE 13) 
A ccounts receivable 
Grants receivable 
D eposits 

Prepaid insurance 
Furniture, equipm ent and building 
im provem ents, net of accum ulated 

depreciation of $411,576 and $341,299 
in1998 and 1997 (NOTE 2) 

Total assets 

LIA BILITIES 
A ccounts payable 

Due to funding sources (NOTE 2) 
Loans payable (NOTE 10) 

Total liabilities 

CONTINGENCY (N OTE 11) 

NET ASSETS (N OTE 2) 
U nrestricted 
U nrestricted - fixed assets 
Perm anently restricted 

Total net assets 

Total liabilities and net assets 

1998 1997 

$ 64,503 
11,444 
166,841 
3,379 
2,351 

325,965 

$574,483 

$ 41,230 
49,706 

10,000 

$ 53,322 
1,850 

188,382 
3,379 

~0- 

384,241 

$631,174 

$ 53,186 
1,095 

30,000 

100,936 84,281 

122,582 
325,965 
25,000 

473,547 

$574,483 

137,652 
384,241 
25,000 

546,893 

The accom panying notes are an integral part of these financial statem ents 
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ST . TH O M A S H EALTH  SER V ICES, IN C . 

STATEM ENTS OF CA SH FLOW S 
FO R TH E Y EA RS EN D ED D ECEM BER 31, 1998 AN D 1997 

Cash Flow s from  Ooeratin~ A ctivities 

Changes in net assets 

Adjustments to reconcile changes in net assets 
to net cash provided by operating activities: 
D epreciation 

Changes in operating assets and liabilities: 

Decrease (increase) in accounts and 
grants receivable 

D ecrease in accounts payable 

Increase in prepaid insurance 
Increase in due to funding source 

N et cash provided by operating 
activities 

Cash Flow s from  Investin~ A ctivities 

Purchase of equipm ent 

1998 1997 

$ (73,346) $ 379,087 

70,277 69,457 

11,947 

(11,956) 
(2,351) 
48,611 

(77,115) 
(140,201) 

-0- 
-0- 

43,182 231,228 

(12,001) 

Net cash used in investing activities (12,001) 

Cash Flow s from  Financin~ A ctivities 
Loans from  sponsor organization 
Repaym ent of loans to sponsor organization 

Net cash (used in) provided by 
financing activities 

N et increase in cash 

Cash at the beginning of the year 

Cash at the end of year 

-0- 

(20,000) 

(2o,ooo) 

11,181 

53,322 

$ 64,503 

(108,186) 

(108,186) 

70,000 

(180,595) 

(110,595) 

12,443 

40,879 

$ 53,322 

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



 

ST. TH O M A S H EALTH SERVICES, INC. 
STA TEM EN T OF FUN CTION AL EXPEN SES 
FOR TH E Y EAR EN DED DECEM BER 31, 1998 

Salaries and related benefits 
Professional fees 

Other 
Telephone 
Com puter supplies 

Contributions 
Continuing education 
Due and subscription 
Educational m aterials 
Licenses, perm its and fees 

Repairs and m aintenance 

Insurance 
Lab testing and diagnostics 
M edical supplies 
M edical w aste rem oval 

M eetings and conferences 

O ffice supplies 
Penalties 
Pharm acy supplies 

Postage 
Transportation 

U niform s 
U tilities 
D epreciation 

Total expenses 

H ealth M anagem ent Total 

Care _ an__d_d General ~ s_ 

$ 663,936 
77,700 

-0" 
- 0- 
-0- 
427 

182 
1,090 

-0- 
- 0- 

24,491 
14,374 
12,368 
2,860 

-0- 
-0- 
-0- 

52,047 
- 0- 
-0- 

581 
-0- 
-0- 

$132,347 
19,750 
4,151 
19,216 
1,241 

925 

- 0- 

642 

13,837 
13,057 

-0- 
-0- 
-0- 

1,127 

18,958 
6,409 

-0- 

7,994 

1,228 
-0- 

13,114 
70 278 

$ 796,283 
97,450 
4,151 
19,216 
1,241 
925 
427 

182 
1,090 
642 

13,837 
37,548 
14,374 
12,368 
2,860 

1,127 

18,958 
6,409 
52,047 
7,994 
1,228 
58l 

13,114 

70278 

The accom panying notes are an integral part of these financial statem ents 
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ST . TH O M A S H EALTH  SERV IC ES, IN C . 
STA TEM ENT OF FUN CTIONAL EX PEN SES 
FO R TH E Y EA R EN D ED D ECEM BER 31, 1997 

Salaries and related 

payroll taxes 
Em ployee benefits 

Insurance 

O ther 
Educational fees 
Professional fees and 
contract services 

R epairs and m aintenance 
Pharm acy and laboratory 
supplies 

O ffice supplies 
M arketing and recruitm ent 
Telephone 
Postage 

U tilities 

Subscriptions 
M eetings and conferences 
Penalties and interest 
Taxes, licenses and perm its 

Contributions 
Travel 
W aste rem oval 

Leased equipm ent 
Contract labor 

Com puter supplies 
D epreciation 

Total expenses 

Health 
Care 

$496,054 
15,087 
18,482 

966 

3,685 

30,742 
8,491 

28,442 
3,155 

-0- 
20,785 

647 
9,965 

288 

230 
b0- 

1,038 
385 

4,000 
888 

3,746 
b0- 

M anagem ent 

and ~ener~ 

$242,204 
8,161 
18,317 
9,621 

1,296 

55,619 
1,158 

10,487 
1,156 
1,241 

328 
4,709 
5,871 

224 
1,381 
5,630 
155 

3,000 
381 

4,331 
3,899 
4,347 

4,392 
69,457 

Total 

Expenses 

$ 738,258 
23,248 
36,799 
10,587 

4,981 

86,361 
9,649 

38,929 
4,311 
1,241 

21,113 
5,356 

15,836 

512 
1,381 
5,630 
385 

3,000 
1,419 
4,716 

7,899 
5,235 
8,138 
69,457 

$1,104,441 

The accompanying notes are an integral part of these financial statem ents 



 

ST. TH O M A S H EALTH  SERVICES, INC . 
N OTES TO THE FIN AN CIAL STATEM ENTS 

N O TE 1- O rganization 

St. Thomas Health Services, Inc. (St. Thomas orthe Clinic) is a community- 
based, nonprofit, prim ary health care clinic that provides am bulatory  health 

care services, including diagnostic testing and m edications, to the m edically 
indigent of the St. Thom as H ousing D evelopm ent and surrounding area. 

The Clinic w as founded in 1987 to im prove the health status in the service 

area with major emphasis being placed on disease prevention. 

Start-up funds, equipm ent, as w ell as on-going financial support for the 
operation of the Clinic in a neighborhood w here 70-80%  of residents are 
uninsured and w here 25%  of the patients are hom eless, have been obtained 
prim arily from  private sources and various grants. The Clinic also m akes use 
of support services offered by neighboring social service agencies and 
hospitals such as H ope H ouse, Kingsley H ouse, Bridge H ouse and the N ew 
Orleans m edical com m unity. The Clinic also lends its support through the 
provision of specialized 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 
w hom  serve until their resign ation or rem oval from  the Board. 

In order to assist the Clinic in m eeting its goals and m ission of providing 
services as a prim ary health care clinic, St. Thom as has applied for and been 
aw arded several governm ent grants. During the year ended D ecem ber 31, 
1998, St. Thom as received and adm inistered the follow ing govern m ental 
grants and program s: 

O M ATERNAL AND CHILD H EALTH CARE PROGRAM  

This progr am , funded by a grant from the State of Louisiana 
D epartm ent of H ealth and H ospitals, provides services as follow s: 

Com prehensive pediatric care to a defined num ber of children 



 

ST . TH O M A S H EALTH  SER V ICES, IN C . 

N OTES TO THE FINANCIAL STATEM ENTS, CON TINU ED 

N OTE 1 - Organization, Continued 

0 M ATERNAL AND CH ILD H EALTH  CARE PR O G RA M  
C O N TIN UED 

Com prehensive health care to a defined num ber of adult w om en 
and adolescents of child bearing age. 

Social w ork and nutritionist services 

Coordination of m aternal and child health serv ices offered at the 
clinic w ith W IC and M edicaid. 

Developm ent of outreach program s to increase access to 
prim ary health care. 

o R Y A N  W H ITE 

St. Thom as received a grant from  the City of N ew O rleans, the M ayor's 
O ffice of Health Policy to provide health care for individuals afflicted 
w ith AIDS. 

N OTE 2 - Sum m ary of Simaificant A ccountin~ Policies 

Princioles of A ccountin~ 

St. Thom as is a non-profit, com m unity based health clinic whose financial 
statem ents are prepared on the accrual basis and in accordance w ith generally 
accepted accounting principles. The preparation of financial statem ents in 
conform ity w ith generally accepted accounting principles requires 
m anagem ent to m ake estim ates and assum ptions that affect the reported 
am ounts of assets and liabilities and 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. A ctual results could differ 
from  those estim ates. 



N OTE 2 - 

ST. TH O M A S H EALTH SERVICES, IN C. 
N OTES TO TH E FINAN CIAL STATEM ENTS, CON TINUED 

ficant A ccountin~ Policies. Continued 

Basis of Reporting 

St. Thom as has adopted the provisions of Statem ent of Financial A ccounting 

Standards (SFAS) No. 117 which 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, tem porarily restricted and perm anently restricted net 

assets according to externally (donor) imposed restrictions. 

A description of the three net asset categories is as follows 

Unrestricted net assets include funds not subject to donor-imposed 
stipulations. The revenues received and expenses incurred in 

conducting the m ission of St. Thom as are included in this category. 
St. Thom as has determ ined that any donor-im posed restrictions for 
current or developing program s and activities are generally m et within 
the operating cycle of St. Thom as and, therefore, St. Thom ast policy 
is to record these net assets as unrestricted. 

Tem porarily restricted net assets include realized gains and losses, 
investm ent incom e and gifts and contributions for which donor im posed 

restrictions have not been m et. 

Perm anently restricted net assets are contributions w hich are required 
by the donor-im posed restriction to be invested in perp etuity and only 
the incom e be m ade available for program  operations in accordance 
w ith the donor restrictions. Such incom e is reflected in tem porarily 
restricted net assets until utilized for donor im posed restrictions. 

At D ecem ber 31, 1998, St. Thom as did not have any tem porarily restricted 
net assets. 

10 



N OTE 2 - 

ST . TH O M A S H EA LTH  SER V IC ES, IN C . 
N OTES TO THE FIN AN CIAL STATEM EN TS, CON TIN UED 

ficant A ccountin~ Policies, Continued 

d Buildin~ Im orov 

Furniture, equipm ent and building im provem ents of St. Thom as are recorded 
as assets and are stated at historical costs, if purchased, or at fair m arket value 
at the date of the gift, if donated. A dditions, im provem ents and expenditures 
that significantly extend the useful life of an asset are capitalized. 

D epreciation is provided using the straight-line m ethod over the estim ated 
useful lives of the assets as follows: 

Furniture and equipm ent 
Building im provem ents 

5 years 

15 years 

Such assets and related accum ulated depreciation consist of the follow ing 

Furniture and fixtures 
Leasehold im provem ents 
M achinery and equipm ent 
A ccum ulated depreciation 

162,108 
425,677 
149,756 

(411,576) 

N et fixed assets $ = 325,965 

Suppo~ and Revenues 

Revenues received under governm ent grant program s are recognized when 
earned. 

Contributions are considered to be available for unrestricted use unless 
specifically restricted by the donor. 

11 



 

ST. TH O M A S H EALTH SERVICES, INC. 
N O TES TO TH E FIN AN CIAL STA TEM EN TS

, CONTINU ED 

N O TE 2 - Sum m ary of Significant Accountin~ Policies. Continued 

lloeati 

The costs of providing the various program s and activities have been 
sum m arized on a functional basis in the statem ent of activities. A ccordingly, 
certain costs have been allocated am ong the program s and supporting services 
benefitted. 

D ue to Funding Sources 

This am ount represents unexpended grant fu nds that are required to be repaid 
to the fu nding source. 

-Y  

The financial statem ents include certain prior-year sum m arized com parative 
inform ation in total but not by net asset class. Such inform ation does not 
include sufficient detail to constitute a presentation in conform ity w ith 

generally accepted accounting principles. A ccordingly
, such inform ation 

should be read in conjunction with St. Thomas' financial statements for the 
year ended D ecem ber 31, 1997, from  w hich the sum m arized inform ation w as 
derived. 

Cash Equivalents 

For purposes of the Statem ents of Cash Flow s, St. Thom as considers all 
investm ents purchased w ith a m aturity of three m onths or less to be cash 
equivalents. 

3_2 



 

ST. TH O M A S H EALTH  SERVICES, INC. 
N OTES TO TH E FINAN CIAL STATEM EN TS, CON TIN UED 

N O TE 3 - Econom ic D eoendencv 

The prim ary source of revenue for St. Thom as is federal, state and local grants 
provided through various funding agencies. The continued success of 
St. Thom as is dependent upon the renewal of contracts from  current funding 
sources as w ell as obtaining new funding. 

N O TE 4 - U nrestricted Contributions 

Contributions consist of donations m ade to St. Thom as 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 D irectors. 

N O TE 5 - G overnm ent Grants 

St. Thom as is the recipient of several federal aw ards as disclosed in the 
Schedule of Expenditures of Federal Awards. Included in governm ent grant 
revenues are funds disbursed from  several funding sources to provide funds for 
the im plem entation of various com m unity program s as w ell as to support the 
operations of St. Thom as. The m ethod of paym ent on the gr ants is cost 
reim bursem ent. 

N OTE 6 - Clinic Revenues 

St. Thom as provides m edical assistance to eligible m edicaid recipients and 
receives reim bursem ents from  the State of Louisiana's D epartm ent of H ealth 

and Human Services for claims submitted in conjunction with those services 
provided. Reim bursem ents for m edicaid and m edicare claim s subm itted as 
of December 31, 1998 and 1997 totaled $134,115 and $59,157, respectively 
and are included in patient revenues. 

:1,3 



 

ST. TH O M A S H EALTH SERVICES, IN C. 
N O TES TO TH E FIN AN CIAL STATEM EN TS, CON TIN U ED 

N O TE 7 - Building Lease 

On January 30, 1991, St. Thomas executed a fifteen (15) year lease agreement 
w ith the Society of Redem ptorists O rder for the use of a building located at 

1020 St. Andrew Street. The term s of the lease require St. Thom as to be 
responsible for the com plete renovation of the building, upkeep and 
m aintenance of the property, utilities and insurance coverage for the building 
and its contents. 

A dditionally, St. Thom as will not be required to pay any m onthly rental 
expense. The am ount of the related value of such arrangem ent has not been 
determ inable at this tim e. 

The building is to be used solely for the purpose of a neighborhood prim ary  
health care facility. 

N O TE 8 - Pension Plan 

Certain em ployees of St. Thom as participate in a 403b Pension Plan w hich 
w as established during January 1996. The plan is funded by em ployee 
deductions w hich are not required to be m atched by St. T hom as. 

N O TE 9 - Incom e Taxes 

St. Thomas is exempt from federal income taxes through Section 501(c)(3) of 
the Internal Revenue Code. 

14 



 

ST . TH O M A S H EA LTH  SER V ICES, IN C . 

N OTES TO TH E FIN AN CIAL STA TEM EN TS, CON TIN UED 

N O TE 10 - Loans Payable 

N on-interest bearing dem and loan 
N on-interest bearing term  loan 

provided by a sponsor corporation 

N OTE 11 - Contingency: 

Total 

)998 

$ 10,000 

- 0- 

$10,000 

1997 

$ 10,000 

20,000 

$30,000 

St. Thom as is a recipient of several grants and aw ards of Federal and State 
funds. These grants and aw ards are govern ed by various Federal and State 
guidelines, regulations, and contractual agreem ents. 

The adm inistration of the program  and activities funded by these grants and 

awards is under the control and administration of St. Thomas and is subject to 
audit and/or review by the applicable funding sources. Any grant or aw ard 
fu nds found to be not properly spent in accordance w ith the term s, conditions, 

and regulations of the funding sources may be subject to recapture. 

N OTE 12 - Fair V alue of Financial Instrum ents 

The estim ated fair value of all significant financial statem ent am ounts have 
been determ ined by St. Thom as using available m arket inform ation and 
appropriate valuation m ethodologies. 

St. Thom as considers the carrying am ounts of cash and restricted cash, grant 

receivables, and loans payable to be fair value. 

3_5 



 

ST. TH O M AS H EALTH SERVICES, INC. 
N OTES TO TH E FIN AN CIAL STATEM ENTS, CONTINU ED 

N OTE 13 - Restricted Cash: 

On June 28, 1996, St. Thom as received a $25,000 grant from the Fannie M ac 
Foundation in which the interest incom e is to be utilized to establish a 
revolving loan fund for expectant m others who are uninsured and not eligible 
for federal or local governm ent assistance w ith their health care. Such funds 
are recorded as perm anently restricted net assets. The funds are m aintained in 
the operating payroll account. 

N O TE 14 - Y ear 2000 

The m anagem ent of St. Thom as is assessing its com puter system s and 
business process and intends to initiate actions to address the Y ear 2000 

(Y2K). At this time, management is not able to determine the impact, 
including the costs of rem ediation, of the "Year 2000 issue" on St. Thom as. 

16 
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ST. TH O M A S H EALTH  SERVICES, INC . 
SCH EDU LE OF EXPEN DITURES OF FEDERA L AW ARD S 

FO R TH E Y EA R EN D ED D ECEM BER 31, 1998 

FEDERAL GRAN TOR/PRO GR AM  N AM E 

U.S. D enartm ent of H ealth and H um an Services 
Aw ards from a Pass-Through Entity 
Thr ough: City of N ew Orleans 

H IV Em ergency Relief Cluste 
H IV Em ergency Relief Grant - Ryan 
W hite Program  

Through: State of Louisian a's Office of 
Public H ealth 
M aternal Child H ealth Program  

Fam ily Planning 

Total Expenditures of Federal 

Aw ards 

Federal CFDA 
Or 

Other N um ber 

Pass-Thr ough 
Entity's 
N um ber A ctivity 

93.915 210-6835 $ 15,172 

93.994 

93.217 

515-450 
538-411 

72110837401 

See the Independent Auditors' Report on Supplem entary Inform ation 

139,995 
46,685 
25,640 
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IN DEPEN DENT AUDITORS' REPORT ON COM PLIAN CE 
A N D ON IN TERN A L CON TRO L OV ER FIN AN CIAL REPORTIN G 

BA SED ON AN AU DIT OF FIN AN CIAL STATEM EN TS PERFORM ED 

To the Board of D irectors 
St. Thom as H ealth Services, Inc. 

f GOVERN M ENT AUDITIN G STAN DA R 

W e have audited the financial statem ents of the St. Thom as H ealth Services, Inc. 

(St. Thomas) as of and for the year ended December 31, 1998, and have issued our repoll 
thereon dated July 23, 1999. W e conducted our audit in accordance w ith generally accepted 
auditing standards and the standards applicable to financial audits contained in Governnwnt 
Auditing Standards, issued by the Com ptroller General of the United States. 

C om pliance 

As part of obtaining reasonable assurance about whether St. Thom as' financial statem ents 
are free of m aterial m isstatem ent, w e performed 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 ents' am ounts. H owever, 

providing an opinion on compliance with those provisions was not an objective of our audit 
and, accordingly, w e do not express such an opinion. The results of our tests disclosed an 
instance of noncom pliance that is required to be reported under G overnm ent Auditing 

S tmM_ .
Gj'ds, and which is described in rite accom panying schedule of findings and questioned 

costs as item 98-03. 
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IN D EPEN D EN T AU DITORS' REPORT ON COM PLIAN CE 
AN D ON IN TERN A L CON TROL OV ER FINAN CIAL REPORT]N G 

BA SED ON  A N  A U D IT O F FIN AN CIA L STA TEM EN TS PERFO RM ED 
IN ACCO RD A N CE ~11TH G OV ERN M EN T A UD ITIN G STA N D A RD S 

(CONTINUED) 

rnal C o enortin 

In planning and perform ing our audit, w e considered St. Thom as' 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 
intern al control over financial reporting. H ow ever, w e noted a certain m atter involving the 
internal control over financial reporting and its operation tbat we consider to be a reportable 
condition. Reportable conditions involve m atters com ing to our attention relating to 
significant deficiencies in the design or operation of the internal control over financial 

reporting that, in our judgment, could adversely affect St. Thomas' ability to record, process, 
sum m arize, and report financial data consistent with the assertions of m anagem ent in the 
financial statem ents. Reportable conditions are described in the accom panying schedule of 
findings and questioned costs as item s 98-01 and 98-02. 

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 normal 
course ofperfornaing their assigned functions. Our consideration of the internal control over 
financial reporting would not necessarily disclose all m atters in the internal control that 
m ight be reportable conditions, and accordingly, w ould not necessarily disclose all reportable 
conditions that are also considered to be m aterial w eaknesses. How ever, w e consider the 
reportable conditions as described above to be m aterial weakn esses. 

B run o 

&  Tervalon 

CERIlFIED PUB[IC ACCO UNIAN1S 
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IN DEPEN DEN T AUDITORS' REPORT ON COM PLIAN CE 
AN D ON IN TERN A L CON TROL OVER FINAN CIAL REPORTING 

BA SED ON AN A UD IT OF FIN AN CIAL STATEM EN TS PERFORM ED 
1N A CCO RD A N CE W ITH G OV ERN M EN T A U D ITIN G STA N DA RD S 

(CONTINUED) 

This report is intended solely for the inform ation and use of the Board of D irectors, 

m anagem ent, the State of Louisiana, and the City of N ew Orleans and is not intended lo be 
and should not be used by anyone other than these specified parties. 

BRU NO &  TERVA LO N 
CER TIFIED PU BLIC A C C O U N TA N TS 

July 23, 1999 

B l~ n o CERTWIED PUB[IC ACCOUNTANTS 

Tervalon 
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~ r~]llO  cfr,mF iE D PUBLIC AC( OUN1AN]S 

q~' Tervalon 
MICHAEL B BRUNO CPA 
ALCI[)F J qEI{VA[ON JR CPA 
W AI DO 0 MOI~ 1 d~ Cf'A 

IN D EPEN D EN T A U D ITORS' REPORT ON  COM PLIAN CE 

W ITH REQUIREM ENTS APPLICABLE TO EACH M AJOR 
PRO G RA M  AN D IN TERN AL CON TROL OV ER 

C_ _QM PLIANCE IN ACC 

To the Board of D irectors 
St. Thom as H ealth Services, Inc 

- 133 

C o~ _ pliance 

W e have audited the compliance of St. Thomas Health Services, Inc. (St. Thomas) with 
the types of com pliance requirem ents described in the 
Rud~,et tOM B) Circular A-133 Compliance Suppleme~_ 

J.b. o lJtce o_7 M anaM~em ent ana 
that are applicable to its major 

feder~ al program for the year ended December 31, 1998. St. Thomas' major federal program 
is identified in the sum m ary of independent auditors' results section of the accom panying 
schedule of findings and questioned costs. Com pliance w ith the requirem ents of law s, 

regulations, contracts and grants applicable to its major federal programs is the responsibility 
of St. Thom as' m anagem ent. Our responsibility is to express an opinion on St. Thom as' 

com pliance based on our audit. 

650 S. PIERCE ST./SUITE 203, NEW  ORLEANS, LA 70119 (504) 482-8733 FAX (504) 486-8296 



IN D EPEN D EN T A U D ITO RS' REPORT ON  COM PLIA N CE 

W ITIt REQUIREM ENTS APPLICABLE TO EACH M AJOR 
PROGRAM  AN D INTERN AL CON TROL OVER 
IA N CE IN A  

(CONTINUED) 

An audit includes exam ining, on a test basis, evidence about St. Thom as' com pliance w ith 
those requirem ents and perform ing such other procedures as w e considered necessaE~ in the 

circum stances. W e believe that our audit provides a reasonable basis for our opinion. Our 
audit does not provide a legal determ ination on St. Thom as' com pliance with those 

requirem ents. 

In our opinion, St. Thom as com plied, in all m aterial respects, w ith the requirem ents referred 

to above that are applicable to its major federal program for the year ended December 31, 
1998. How ever, the results of our auditing procedures disclosed an instance of 
noncom pliance w ith those requirem ents, which is required to be reported in accordance w ith 
OM B Circular A -133 and which is described in the accom panying schedule of findings and 

questioned costs as item 98-04. 

nternal C ontrol O ver C om pliance 

The m anagem ent of St. T hom as is responsible for establishing and m aintaining effective 
intern al control over com pliance w ith requirem ents o flaws, regulations, contracts and grants 
applicable to federal program s. In planning and perform ing our audit, we considered 
St. Thom as' internal control over com pliance w ith requirem ents 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 com pliance and to test and report on internal 
control over com pliance in accordance w ith OM B Circular A-133. 

W e noted a certain m atter involving the internal control over com pliance and its operation 
that w e consider to be a reportable condition. Reportable conditions involve m atters com ing 
to our attention relating to significant deficiencies in the design or operation of the internal 

control over compliance that, in our judgment, could adversely affect St. Thomas' ability 
to administer a major federal program in accordance with the applicable requirements of 
laws, regulations, contracts, and gr ants. The reportable condition is described in the 
accom panying schedule of findings and questioned costs as item 98-04. 

B rt~r~o C[ RIlFIED PUBLIC ACCOUNTANTS 

fervalo n 



 

IN D EPEN D EN T AU D ITO R S' REPORT ON  CO M PLIA N CE 

W ITtt REQUIREM ENTS APPLICABLE 3"0 EACH M AJOR 
PRO GRA M  A N D IN TERN A L CON TRO L O V ER 

COM PLIAN CE IN A CCORDA N CE W ITH OM B CIRCULAR A -133 

(CONTI)~UED) 

A m aterial w eakness is a condition in which the design or operation of one or m ore of the 
intern al control com ponents does not reduce to a relatively low level the risk that 
noncom pliance w ith applicable requirem ents 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 w ithin a tim ely period by em ployees in the norm al course of perform ing their 
assigned functions. Our consideration of the intern al control over com pliance w ould not 

necessarily disclose all m atters in the internal control that m ightbe reportable conditions, and 
accordingly, w ould not necessarily disclose all reportable conditions that are also considered 
to be m aterial w eaknesses. H ow ever, w e believe the reportable condition previously 
described is a m atelial w eakness. 

This report is intended solely for the inform ation and use of the Board of D irectors
, 

m anagem ent and federal aw arding agencies and pass-through entities and is not intended to 
be and should not be used by anyone other than these specified parties. 

BR UN O  &  TER V A LO N 
C ER TIFIED PU BLIC A C C O U N TA N TS 

July 23,1999 

B ru n o CERllrlED PUBLIC ACCOUN]ANIS 

&  Tervalon 
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SC H ED U LE I 

Page 1 of 2 

ST. TH O M A S H EA LTH  SER V ICE S, IN C . 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
SU M M A RY  O F TH E IN D EPEN D EN T AU D ITO R S' RESU LTS 

FOR TH E Y EAR EN D ED DECEM BER 31, 1998 

Type of report issued on the financial statem ents: U nqualified . 

2. D id the audit disclose any reportable conditions in internal control: Yes 

3 

4 

W ere any of the reportable conditions m aterial w eaknesses: Y es . 

D id the audit disclose any noncom pliance w hich is m aterial to the financial statem ents 
of the organization: Y es. 

5. Did the audit disclose any reportable conditions in internal control overmajor 
program s: Y es . 

6. W ere any of the reportable conditions in intern al control over major programs 
m aterial w eaknesses: Y es . 

7. Type of report issued on compliance for major programs: Unqualified 

8 D id the audit disclose any audit findings which the independent auditors are required 

to report under OM B Circular A-133, Section 510(a): Yes. 

9. The following is an identification of major programs 

CFD A  

Number 

93.994 

Federal Program  

M atern al Child H ealth 
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SCH EDULE I 
Page 2 of 2 

ST . TH O M A S H EA LTH  SERVICES, IN C . 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
SUM M A RY O F TH E IN D EPEN D ENT AUD ITORS' RESULTS, CONTIN UED 

FO R TH E Y EA R EN D ED D ECEM BER 31, 1998 

The dollar threshold used to distinguish betw een Type A and Typ e B Program s, as 

described in OM B Circular A-133, Section 520(b) is as follows: 

Program  

Type A  

A m ount 

$300,000 

D id the auditee qualify as a low -risk auditee under OM B Circular A-133, Section 530 
N o . 



SC H ED U LE lI 

ST . TH O M AS H EALTH  SERVICES, INC . 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR TH E Y EA R EN D ED D ECEM BER 31, 1998 

FIN AN CIA L STA TEM EN TS FIN D IN G S 

N TERN A L C O N TR O L O VE R  FINA N C IA L R EPO R TIN G  

A udit Findin~ N um ber 

98-01 - Financial Records 

W e noted during our audit that the m anagem ent of St. Thom as did not properly record 
accounting inform ation to the financial records on a tim ely basis. A lso, w e noted that 
m anagem ent of St. Thom as failed to ensure bank reconciliations w ere perform ed during the 
year ended D ecem ber 31, 1998. These conditions resulted in m anagem ent failing to obtain 
current and accurate financial statem ents and delayed the issuance of the audit report past the 

statutory state requirem ent. 

OM B Circular A- 110, Subpart C, Section 21 establishes standards for financial m anagem ent 
system s that non-profits are required to adhere to. A lso, Louisiana Revised Statute 24:513 
require financial audits to be com pleted and issued no later than six m onths after the close 

of the organization's fiscal year. 

W e recom m end that m anagem ent of St. Thom as take im m ediate steps to develop and 
im plem ent policies and procedures to correct the noted deficiencies. 

Audit Findin~ Reference N um ber 

98-02 - Em ployee A dvances 

W e noted during our audit that m anagem ent of St. Thom as had disbursed $11,443 in 
employee advances, which represented a $9,594 increase during the year. However, 
repaym ent agreem ents w ere not m aintained nor a m echanism  to ensure tim ely repaym ent of 
such advances w as im plem ented. The source of such advances w as not federal dollars. 

W e recom m end that m anagem ent of St. Thom as take im m ediate steps to ensure repaym ent 
agreem ents are m aintained and com plied w ith. 
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.SC H ED U LE I1 

ST. TH O M A S H EA LTH  SER VICES, IN C . 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS, Continued 
FO R TH E Y EA R EN D ED D ECEM BER 31, 1998 

FIN AN CIAL STA TEM EN TS FIN D IN G S 

C O M PLIAN CE 

Audit Findin~ Reference N um ber 

98-03 - Earm arking 

Federal Program  and Svecific Federal A w ard Identification 

CFD A Title and N um ber 

93.994 M aternal Child H ealth Program  

Sum m ary of Conditions and Recom m endation 

Questioned Costs 

$48~611 

W e noted during our audit that m anagem ent of St. Thom as had incorrectly calculated salary 
reimbursem ent requests resulting in an excess reimbursem ent totaling $48,611. See audit 
finding 98-04 for further details. W e recom m end that m anagem ent of St. Thom as take 
im m ediate steps to contact the funding source regarding this m atter and establish policies and 
procedures to ensure future billing are calculated correctly. 



SCH ED U LE ]II 

ST . TH O M A S H EALTH  SER VICES, IN C . 

SCHEDULE OF FIN DINGS AND QUESTIONED COSTS 
FO R TH E YEA R END ED DECEM BER 31, 1998 

FEDERAL AW ARD FIN DINGS AND QUESTIONED COSTS 

V liance 

A udit Findin~ Reference N um ber 

98-04 - Earm arking 

Federal Program  and S~ecific Federal A w ard Identification 

CFDA Title and N um ber 

93.994 M aternal Child H ealth Program 

Federal A w ard Y ears 

Septem ber 30, 1998 
Septem ber 30, 1999 

Federal A gency 

U .S. D epartm ent of H ealth and H um an Services 

Pass-through Entity 

State of Louisiana's O ffi ce of Public Health 

Criteria 

Questioned Costs 

$ 48,611 

OM B Circular A -133 Com pliance Supplem ent, Part 3, Section G specifies that non-profit 
agencies m ust establish procedures to ensure that requirem ents that specify the m inim um 
and/or m axim um  am ount or percentage of the progr am 's funding that m ust/m ay be used for 

specified activities are adhered to. 
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SC H ED U LE III 

ST. TH O M A S H EAL TH  SERV ICES, IN C . 

SCHEDULE OF FINDIN GS AND QUESTIONED COSTS, Continued 
FOR TH E Y EAR  EN D ED D ECEM BER 31, 1998 

FEDERAL AW ARD FINDINGS AND QUESTIONED COSTS 

Conditions and Persnectives 

The M aternal Child Health grant agreement provides that a specific percentage (subject to 
an individual employee salary cap) of grant personnel salaries would be reimbursed by grant 
funds. 

How ever, w e noted during our audit that m anagem ent of St. Thom as, in requesting 
reim bursem ent from the funding source, did not consider the related percentages, but instead 
requested and received reim bursem ent up to the individual em ployee's salary cap. This w as 
perform ed w ithout regard to w hat w as actually paid to the grant personnel. 

Questioned Costs 

For purposes of this finding, w e have questioned the am ount of the over-reim bursem ent 
which totaled $48,611. The over-reimbursem ent totaled $34,061 and $14,550 for the 
October 1, 1997 through Septem ber 30, 1998 gr ant period and for the three m onths ending 
D ecem ber 31, 1998, respectively. 

Effect 

N on-com pliance w ith the gr ant agr eem ent and federal regulations 

Recom m endations 

W e recom m end that m anagem ent of St. Thom as take im m ediate steps to contact the funding 
source regarding this m atter and establish policies and procedures to ensure futu re billings 
are calculated correctly. 
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ST . T H O M A S H EA LTH  SER V IC E S, IN C 

EX IT CO N FEREN CE 

An exit conference w as held aud those in attendance w ere as follow s 

ST. TH O M A S H EA LTH  SER VICES. IN C 

M s. Barbara M ajor 
M r. W . Eric Parks 

Executive D irector 
Director of Clinical Services 

BR U NO  &  TERV A LO N . CERTIFIED PUBLIC A CCO U NTANTS 

M r. A lcide J, Tervalon, Jr., CPA 

M r. Edward Phillips, Jr. 
Partner 

Senior M anager 

The audit report w as discussed. This report is intended solely for the inform ation and use 
of the Board of D irectors, m anagem ent, the City of New Orleans and the State of Louisiana 
and is not intended to be and should not be used by anyone other than these speci fled parties. 

BR U N O  &  TER V A LO N 
C ER TIFIED PU BLIC A C C O U N TA N TS 

July 23, 1999 

B ~ liIO CEF~IIFIED PUBLIC ACCOUNIANIS 

TerValon 33- 



~ B ~ lO (:E rt~lfIF D PUBLIC ACCOUN]AN]S 

Tervalon 
MICHAEL B BRUNO CPA 
ALGff)[ J 1 ~ RVAI ON JR CPA 
W ALbO J MORE] JR GPA o' ~,,, ?~t} I,\', ~: i,2 

IN DEPEN D EN T AU D ITO RS' CO M M EN TS TO M AN A G EM EN T 

To the Board of D irectors 
St. T hom as H ealth Services, Inc. 
N ew O rleans, Louisiana 

W e have audited the financial statem ents of the St. Thom as H ealth Services, Inc. for the 
year ended D ecem ber 31, 1998 and have issued our report thereon dated July 23, 1999. 

During our audit w e becam e aw are of certain m atters that are opportunities for strengthening 
internal controls and operating efficiency. The m em orandum  that accom panies this letter 
sum m arizes our com m ents and suggestions regarding those m atters. 

This letter does not affect our report dated July 23, 1999 on the financial statem ents of the 
St. Thom as H ealth Services, Inc. This report is intended solely for the inform ation of 
m anagem ent and pass-through entities, such as the State of Louisiana and Legislative 
Auditor's office and is not intended to be used and should not be used by anyone other than 
these specified parties. 

650 S. PIERC E ST./SU ITE 203, NEW  O RLEANS
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IN DEPEN DEN T A UD ITORS' COM M EN TS TO M AN A GEM EN T 

(Continued) 

G rant R eim bursem en 

W e noted during our audit that management of St. Thomas (St. Thomas) had 
requested and received grant funds from  the M aternal Child H ealth Program  as 
reim bursem ent for salary costs for the m atern al fetal doctor. H ow ever, St. Thom as 
had not paid the contractor for such salary  costs until after receipt of the 
reim bursem ent. 

W e recom m end that St. Thom as adhere to established procedures for requesting 
reim bursem ent of grant costs. 

Fannie M ac Foundation G rant 

W e noted during our audit that St. Thom as had not invested the $25,000 Fannie M ac 
Foundation Grant in a separate interest bearing account as specified by the funding 
source. 

W e recom m end that St. Thom as take im m ediate steps to ensure com pliance with the 
term s and conditions of the grant. 

3. R ecord R etention 

W e noted during our audit that St. Thom as had experienced difficulties in locating 
certain purchase orders, invoices, bank statem ents, cancelled checks, and grant 
docum ents that w ere requested for the audit. 

W e recom m end that m anagem ent adhere to established procedures w ith regard to the 
filing of vendor invoices, purchase orders, bank statem ents, cancelled checks, and 
grant docum ents. 

U lt imO CERTIFIED PUBLIC ACCOUNqANTS 

&  Tervalon 



IN DEPEN DEN T AU DITORS' COM M EN TS TO M ANA GEM EN ~I 

(Continued) 

W e will review the status of these com m ents during our next audit engagem ent. W e have 
already discussed m any of these com m ents and suggestions w ith appropriate personnel and 
we w ill be pleased to discuss them in further detail at your convenience, to perform any 
additional stu dy of these m atters, or to assist you in im plem enting the recom m endations. 

BR U N O  &  TER V AL O N 
CERTIFIED PUBLIC A C CO UN TAN TS 

July 23, 1999 

B l~ lilO CERTIFIED PUBLIC ACCOUNIANTS 

Tervalon 



 



 



 



SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

St. Thomas H&alth Services, Inc. 

For the Year Ended December 
_3. 1, 1997 

Finding 'ntie: Grant Reirhbursement 

Reference Number (from attached schedule of ~ndings)." 

Amount of Questioned Costs in Finding $ -0- 

Status of Questioned Costs (ch~kane): Resolved N/A Unresolved 

Initial Year of Finding: 1997 

Page Num ber
. .Management Letter-Page 1 

Program Name(s) Great Expectations 

Federa{ G rantor Agency: 

CFDA Number(s) 

Department of Health and Human Services 

93.926 

Status of Findinq (check one)! 
Fully Corrected 
Partially Corrected 
Change of Corrective Action 

Not Corrected 
No Further Action Needed ~~  

{See OM8 A-133 Section 3IS(b)(4)} 

Descdpgon of Status: (includecon'ectJveactJonplannedandantJcioatedcomoletiondate. ifappIicable): 

disbursements instead of accrued expenditures. 

Prepare(s 

Phone Nu 



SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

St. Thomas Health Services, Inc. 

For the Year Ended December 31, 1.997 

Finding Title Fannie Ma~ Foundation Grant 

Reference Number (from attached schedule of findings) ManaBement Letter Comment-2 

Amount of Questioned Costs in Finding: $ -o- 

Status of Questioned Costs (ch~kQne): Resolved N/A Unresolved 

Initial Year of Finding: 

Page Number. 

Program Name(s) 

t997 

Management Letter-Page 1 

Fannie Mae Foundation 

Federal G rantor Agency: 

CFDA Number(s) 

N/A 

N/A 

Status of Findinq (=h~k one):. 
Fully Corrected 
Partially Corrected 
Change of Corrective Action 

Not Corrected 
No Further Action Needed 

(See OMB A-133 Section 31S(b)(4)} 

Oescdotion of Status e corrective action p anned and angcioated comoletion date, it 
The mangement of St. Thomas is contlnuing

_ . 

in its efforts to 
accoun t . 

segregate and 

invest the $25,000 in an interest bearing 

Preparers 

Phone Nu 



SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

For the Year Ended December 31, 1997 

Finding Title: Record Retention 

Reference Number (from attached schedule of ifndings) Management Letter Comment-3 

Amount of Questioned Costs in Finding: $ -o- 

Status of Questioned Costs (ch~k~n~): Resolved N/A Unreso[ved 

Initial Year of Finding 

Page Num ber
, 

Program Name(s) 

1997 

N/A 

Management Letter-Page 1 

Federal Grantor Agency: NIA 

CFDA Number(s): HIA 

Status of Findinq (check one)! 
Fully Corrected 
Partially Corrected 
Change of Corrective Action 

__  

Not Corrected 
No Further Action Needed 

{See OMB A-133 Section 31S(b)(4)} 

Description of Status: (include co~ec~e actJon planned and anticipated comoletion date. ifappllcab[e 

Prepareds Sig 

Phone Num b,= 



SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Thomas Health Services Inc. 

For the Year Ended December 31, 1997 

Finding ~ Ue: Grant BiilinE Request 

Reference Number (from armch~ sch~ule of ~ndings) 

Am ount of Questioned Costs in Finding 

Management Letter Comment-4 

Status of Questioned Costs (ch~kane): Resolved N/A Unresolved 

nitia[ Year of Finding 

Page Num ber. 

Program Name(s) 

qq7 

N/A 

Management Letter-Page 2 

Federal G rantor Agency: N/A 

CFDA Number(s): N/A 

Status of Findinq (check one)! 
Fully Corrected 
Partially Corrected 
Change of Corrective Action __  

b 

Not Corrected 
No Further Action Needed 

{See OM8 A-~33 Section 3IS(b)(4)} 

Description of Status: (include correc*Jve ac~on planned and anticipated c~moletion date. if appllcable) 

Preparer's Signature 

Phone Num be~ , 



SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

St. Thomas Health Services, Inc 

For the Year Ended December_ 31, 1-997 

Finding Title 

Reference Number tfram ~ ch~ ~:h~ute d ~d~gs): 

Amount of Questioned Costs in Finding 

Management Letter Comment-5 

$ -0- 

Status of Questioned Costs (choking): Resolved N/A Unresolved: 

Initlal Year of Finding: 1995 

Page Number. 

Program Name(s) N/A 

nt Letter-Page 2 

Federal G rantor Agency: 

CFDA Number(s) 

N/A 

N/A 

Status of Finding (ch~=k one)! 
Fully Corrected 
Partially Corrected 
Change of Corrective Action 

Not Corrected 
No Further Action Needed 

{See OMB A-133 Sec~on 31S(b)(4)} 

Prepareds Signa 

Phone Num ber:. 



SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

St. Thomas Health Services~ Inc. 

For the Year Ended December. 31, .1997 

Finding Title: PaYroll Cbsts ~ Great Expectations 

1996 Audit Report 

Reference Number (rmm =~ach~ schedule o~ ~ndings) 

Am ount of Questioned Costs in Finding 

Status of Questioned Costs (ch~kon~): 

nitial Year of Finding 

Page Num ber 

Program Name(s) 

1994 

dule of Prior Findings and 

$ 2,500 

Resolved x Unresolved 

1996 Audit Report-Page 37 

Great Expectations program 

Recommendations 

Federal Grantor AgenCy: Department of Health and Human Services 

CFDA Number(s): _ 93.926 

Status of Findinq (chitons)" 
Fully Corrected 
Partially Corrected 
Change of Corrective Action 

Not Corrected 
No Further Action Needed 

{See OM8 A-133 Section 3IS(b)(4)} 


