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B o u rg e o is B e n n e tt 

IND EPEN D EN T A UD ITO R 'S R EPO R T 

To the Board of Directors, 
East Jefferson Com m unity ttealth Center, Ine 

W e have audited the accom panying statem ent of financial position of East Jefferson Com m unity 

llealth Center, Inc. (the Health Center) (a nonprofit corporation) as of June 30, 1998, and the related 
statem ents of activities and cash flow s for the year then ended. These financial statem ents are the 

responsibility of the H ealth Center's m anagem ent. Our responsibility is to express an opinion oll tbese 
financial statem ents based on our audit. 

Except as discussed in the following two paragraphs, we conducted our audit in accordance w ith 
generally accepted auditing standards and the standards applicable to financial audits contained in 
Governm en| Auditing Standards, issued by the Comptroller General of the United States. Those 
standards required that w e plan and perform the audit to obtain reasonable assurance about whether 
tbe 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 financial statem ent presentation. W e believe that our audit provides a 
reasonable basis for our opinion. 

G overnm ental A ccounting Standards Board Technical Bulletin 98-1, D isclosnres about Y ear 
2000 lssues, requires disclosure of certain m atters regarding the year 2000 issue. East Jefferson 
Com m unity llealth Center, Inc. has included such disclosures in N ote 15. Because of the 

unprecedented nature of the year 2000 issue, its effects and the success of related rem ediation efforts 
will not be fully determ inable until the year 2000 and thereafter. Accordingly, insufficient audit 
evidence exists to support the H ealth Center's disclosures w ith respect to the year 2000 issue m ade 
in N ote 15. Further, we do not provide assurance that the H ealth Center is 02" w ill be year 2000 ready, 
that the Health Center's year 2000 rem ediation efforts w ill be successful in whole or in part, or tbat 
parties with which the Health Center does business will be year 2000 ready. 

1340 W est Tunnel Blvd., Suite 430 
EO, Box 2168 
Houma, LA 70361-2160 
Phone (504) fi68-0139 
Fax (S04) 879-1949 

Certified Public RO. Box 60600 
Accountants I Consultants New Orleans, LA 70160-0600 
A Limited Liability Company Heritage Plaza. Suite 800 

Phone (504) fi31-4949 
Fax (504) 833-9093 

S04W est Second Street 
F~O. Box 1205 
Thibodaux, LA 70302-1205 
Phone (504) 447-5243 



 

W e w ere unable to obtain a discussion or evaluation from the Health Center's outside legal 
counsels of the pending or threatened litigation described in N ote 12. 

In our opinion, except for the effects of such adjustments, if any, as might have been determined 
to be necessary had we been able to exam ine evidence regarding year 2000 disclosures and had we 
been able to oblain a discussion or evaluation of pending or threatened litigation fi'om the lJeallh 

Center's outside local counsels as discussed in the preceding two paragraphs, the financial statem ents 
referred to above present fairly, in all m aterial respects, the financial position of East Jefferson 

Com m unity H ealth Center, Inc. as of June 30, 1998, and 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. 

The accom panying financial statem ents have been prepared assum ing that the ttealth Center 
w ill continue as a going concern. A s discussed in N ote 16 to the financial statem ents, the Health 
Center has ceased receiving funds from grants adm inistered by Jefferson Parish until the llealth 
Center com plies w ith certain reporting requirem ents. Additionally, certain grant reim bursem ents for 
approved expenses were not used to pay those approved expenses. M anagem ent believes that the use 
of these funds would not produce disallowed costs and obligations of the H ealth Center. These 
conditions raise substantial doubt about its ability to continue as a going concern. M anagem ent's plans 
regarding those m atters also are described in Note 16. The financial statem ents do not include any 

adjustments that might result from the outcome of this uncertainty. 

In accordance w ith G overnm ent Auditing Standards, w e have also issued our report dated 
M arch 9, 1999, on our consideration of East Jefferson Com m unity Health Center, Inc.'s internal 
control over financial reporting and our tests of its com pliance w ith certain provisions of laws

, 

regulalions, contracts and grants. 

O ur audit was perform ed for the purpose of form ing an opinion on the basic financial stalem ents 

of East Jefferson Com m unity Health Center, Inc. taken as a whole. The accompanying schedule of 
expenditures of federal aw ard is presented for purp oses of additional analysis as required by U .S. 
Offi ce of M anagement and Budget Circular A-133, Audits of States, Local Governm ents, and Non- 
Profit Organizations, 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 m aterial respects, in relation to the basic financial statem enls 
taken as a w hole. 

N ew O rleans, La 
M arch 9, 1999. 
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STA 

East Jefferson Com m unity Itealth Center, Inc. 

June 30, 1998 

ASSI~.;3~S 
C llrrellt Assets 
Cash 
Accounts receivable - patient service revenue 0let of allowance 
for uncollectible accounts of $108,659) 

Grants receivable 

Total ctlrrenl assels 

i'roperty and Equipm ent 
l.and 
Buildings (net of accumulated depreciation of $52,867) 
lZurniture and equipment (net of accumulated depreciation of $74,987) 

N et t:,roperty and equipm ent 

O ther Assets 
l)eposils 

Total 

l,iabilities 
A ccounts payable 
1.m e-of-credit 
Cmxent m aturities of note payable 
Accrued salaries 
Accrued expenses 
Payroll taxes payable (Note 5): 
Taxes 
Interest and penalties 

Total current liabilities 

Long-Term Debt 
N ote payable, less current m aturities 

Total liabilities 

LIAB!LITII~ )_aNET A~ S 

Commitments and Contingencies (Notes 9 and 11 to16) 

Net Assets 
Unrestricted 
Temporarily restricted 

Total net assets 

See notes to financial statem ents 

Exhibit A 

$ 5,237 

28,584 

__  
150 877 

_ 
184~698 

117,000 
719,594 

_  
113,095 

949~689 

. . 
1,687 

1fl36,074 

$ 136,287 
23,324 
2,867 
10,259 

181 

106,958 
28 790 

308.666 

_  17,719 

322,385 

154,685 

_  659~004 

_  
813~689 

1,136,074 



E ast Jefferson C om m unity H ealih C enter, Inc. 

R evenues and G ains 
N et patient service revenues 
Operating gains: 
Grants: 

For the year ended June 30, 1998 

East Jefferson General Hospital 
Com m unity D evelopm ent Block 

Grant (CDBG) 
City of K enner 
State of Louisiana 

Total revenues and gains 

N et A ssets R eleased From  R estrictions 
Satisfaction of purpose restrictions: 
M edical dircctor 
Operating salaries and expenses 

Salisfaction of tim e restriction - depreciation 

Total net assets released 
from restrictions 

U nrestricted 
Tem porarily 
Restricted 

$ 237,848 $ 

25,000 

262.848 

148,936 
496,341 
24.193 

669.470 

Total revenues, gains, and net assets 
released fi'om restrictions 932.318 
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Exhibit B 

Total 

$ 237,848 

3,648 3,648 

489,731 489,731 
25,000 

20~000 
_ _  

20~000 

513,379 776,227 

(148,936) 
(496,341) 

__ (24,193) 

~ 669,470) 

1(156,021~ _ 776,227 



Expenses 
Salaries and w ages 
Payroll taxes 
Accounting fees 
Bad debt 
Consultant fees 
Contract labor 
Contract physicians 
D epreciation 
Dues and subscriptions 
Equipm ent rental 
Executive director expenses 
Health insurance 
lntercst 
Lab and pharm acy fees 
l.egal fees 
Liability and w orkm an's com p insurance 
M alpractice insurance 
M arketing expense 
M eeting and printing expense 
M iscellaneous 
O ffice supplies 
Penalties 
Postage and box rental 
l'rofessional conference 
Repairs and m aintenance 
Supplies 
Telephone 
Trausportation 
Travel 
U tilities 

"l'~tal expenses 

D ecrease In N et A ssels 

N et A ssets 
Beginning of year 

End of year 

Sec notes 1o financial statem ents. 
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Exhibit B 
(Continued) 

Tem porarily 
Unrestricted Restrie(ed Total 

413,247 
36,075 
15,000 
146,731 
2,950 
15,560 
90,971 
62,258 

297 
16,188 
16,521 
27,993 
9,698 

108,704 
20,444 
14,247 
5,175 
1,686 
3,035 
29,280 
11,827 
20,590 
3,355 
6,913 
28,258 
34,876 
20,287 
21,495 
13,649 
13.848 

1,211,158 

413,247 
36,075 
15,000 
146,731 
2,950 
15,560 
90,971 
62,258 

297 
16,188 
16,521 
27,993 
9,698 

108,704 
20,444 
14,247 
5,175 
1,686 
3,035 
29,280 
11,827 
20,590 
3,355 
6,913 
28,258 
34,876 
20,287 
21,495 
13,649 
13,848 

_  1,2! 1,158 

(278,840) (156,091) (434,931) 

433.525 

$ 154.685 

._ __
8 15,095 

_  1~248,620 

$ 659,004 $ 813~689 



ST AT_E_M  ENT Q F_ ~ A H~LH~ LOW S 

East Jefferson Com m unity H ealth C enter, Inc. 

For the year ended June 30, 1998 

C asli Flows From  O perating A ctivities 
D ecrease ill net assets 
Adjustments to reconcile decrease in net assets 
to net cash used in operating activities: 
D epreciation 
Am ortization of discount on long-term prom ise to give 
A llow ance for uncollectible accounts 

(Increase) decrease in assets: 
Accounts receivable - patient service revenue 
Grants receivable 
]?'repaid expenses and deposits 

Increase (decrease) in liabilities: 
Bank overdraft 
Accounts payable 
A ccrued salaries 
A ccrued expenses 
Payroll taxes payable and related 

interest and penalties 

N et cash used in operating activities 

C ash Flow s U sed In Investing A ctivities 
Purchase of equipm ent and building im provem ents 

C ash Flow s From  Financing A ctivities 
N et borrow ings on line-of-credit 
Paym ents on note payable 

N et cash provided by financing activities 

N et Increase Ill C ash 

C ash 
Beginning of year 

End of year 

See notes to financial statem ents 
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Exhibit C 

$ (434,931) 

62,258 

(3,648) 
91,172 

(101,927) 
198,187 

791 

(17,628) 
107,629 

255 
181 

_ _ 83,444 

_  (! 4,2) 7) 

_ (so74~3 

23,324 

_  . . (406) 

_ _  229]8 

2,955 

_. 2,28~ 



N O TES TO FINA N CIA L STATEM EN TS 

East Jefferson C om m unity ltealth C enter, Inc. 

June 30, 1998 

N ote I - SUM M A RY O F SIG N IFICA NT A C C O UN TIN G PO LICIES 

Exhibit D 

This sum m mT of significant accounting policies of East Jefferson Com nnm ity l lealth 

Center, Inc. (the Health Center) is presented to assist in an understanding file Health 
Center's financial statem ents. The financial statem ents and notes are representations of 

the Health Center's management who is responsible for their integrity and objectivity. 
These accounting policies conform to generally accepted accounting principles and have 
been consistently applied in the preparation of the financial statem ents. 

a. N ature of A ctivities 

The East Jefferson Com m unity H ealth Center, Inc. is a nonprofit corporation, 
form ed to provide prim ary health care services to under-served areas in Jefferson 
Parish. 

b. Financial Statem ent Presentation 

The tlealth Center follows the reporting requirem ents contained in Statem ent of 

Financial Accounting Standards, (SFAS) No. 117, "Financial Statements of Not- 
For-Profit Organizations." Under SFA S N o. 117, the H eath Center is required to 
reporl 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. In addition, the Health Center is required to 
present a statem ent of cash flow s. 

The tlealth Center classifies its resources into three separate classes of net assets 
as follow s: 

Unrestricted N et A ssets - Receives net patient service revenues, grants and 
other revenues and expends funds for the general operation of the ltealth 

Center. 



 

Exhibit D 

(Continued) 

Nole 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

b. Financial Statement Presentation (Continued) 

Tem lm rarily Restricted Net A ssets - Receives grants and other revenues 
specifically authorized by the grantor or donor to be used for a certain purpose 
or to benefit a specific accounting period. 

Perm anently Restricted Net A ssets - The H ealth Center does not have any 

perm anently restricted net assets. 

c. U se of Estim ates 

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 flaat 
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 reported am ounts of 
revenues and expenses during the reporting period. A ctual results could differ fiom 
those estim ates. 

d. C ash and C ash Equivalents 

At June 30, 1998, the Health Center had $5,237 of cash and no cash equivalents 

e. A llow ance for U ncollectible A ccounts 

Serv ices rendered to the tlealth Center's patients are either paid at the tim e of the 
visit or through a third party. A receivable is recorded for third party 
reimbursem ents and patients unable to pay at the tim e of visit. Receivable am ounts 
that are deem ed uncollectible are w ritten off  and an allow ance for uncollectible 
accounts is recorded based on m anagem ent's estim ate. 

f. A ccounts R eceivable - Patient Service R evenue - Third-l'arly C onlraclual 

Adjustments 

Calculated third-party contractual adjustments are accrued on an estimated basis 
in the year the related services are rendered. Net patient service revenue is adjusted 
as required in subsequent years based on final settlem ents. 



 

Exhibit D 

(Continued) 

Note 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

g. G rants R eceivable 

Grants are recognized when the grantor m akes a prom ise Io give that is, in 
substance, unconditional. Conditional grants are recognized wben the conditions 
on which they depend are substantially m et. For the year ended June 30, 1998, all 

unconditional grants were recognized as assets and revenues. A ll grants receivable 
are deem ed by m anagem ent to be collectible. 

h. Property and Equipm ent 

Property and equipm ent acquisitions are recorded at cost. Donated property is 
recorded at its fair m arket value at the date of receipt, which is then treated as cost. 
D epreciation is provided for each class of depreciable assets and is com puted ol/ 

the straight-line m ethod using estim ated useful live as show n below : 

Classification 

Building 
Furniture and equipm ent 

i. N et Patient Service R evenues 

Estim ated U seful 

Life In Years 

29 
5 -10 

N et patient service revenues represent the estim ated net realizable am ounts fiom 
patients, third-party payers and others for services rendered. 

j. Statement of Cash Flows 

For the purpose of reporting cash flows, the Health Center considers all highly 
liquid investm ents purchased with a m aturity of three m onths or less to be cash 
equivalents. There w ere no cash equivalents at June 30, 1998. 

k. Incom e T axes 

The Health Center is a nonprofit corporation as described in Section 501(c)(3) of 
the Interual Revenue Code and is exem pt from  federal incom e taxes on related 

income pursuant to Section 501 (a) of the Code. 
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N ote 2 - C O N C ENTR ATIO N O F C RED IT RISK  

Exhibit D 

(Continued) 

The l lealth Center has its principal offi ce in River Ridge, Louisiana. M edical services arc 

provided to patients who reside prim arily in the H arahan and River Ridge area. 

N ote 3 - RESTRICTIO N S O F NET A SSETS 

The H ealth Center classifies the following funding sources as tem porarily restricted and 
accounts for the assets, liabilities, revenues and expenses attributable to: 

~ East Jefferson G eneral H ospital G rant - These funds are to be used for the 
M edical D irector's salary and benefits. 

1994 Department of Housing and Urban Development (HUD) Cmnmunity 
D evelopm ent Block G rant - These funds are to be used for the acquisition of 
certain m edical equipm ent along w ith construction cost related to the m edical 
clinic. 

1995 and 1996 Department of Housing and Urban Development (IIUD) 
C om m unity D evelopm ent Block G rants - Those funds are to be used for certain 
staffing and operational expenses of the m edical clinic. 

Jefferson Parish Land D onation - This fund accounts for the value of property 
donated to the H ealth Center for the m edical clinic construction. 

~ State of Louisiana - H IV/A IDS Program  - These funds are to be used for the 
treatm ent and education of the H IV/AID S, 

Tem porarily restricted net assets are restricted by the donor for specific purposes o1" are 
available ibr future periods. The tem porarily restricted net assets are com prised of cash, 
receivables and certain property and equipm ent. 



Note 3 - RESTRICTIONS OF NET ASSETS (Continued) 

Exhibit D 

(Continued) 

Tem porarily restricted net assets at June 30, 1998, are available for the follow ing purposes 
or periods: 

East Jefferson G eneral H ospital Grant - 

M edical director salary and benefits 
1994 D epartm ent of H ousing and Urban D evelopm ent 

Com m unity D evelopm ent Block Grant - 
N et book value of equipm ent and building acquired 

Jefferson Parish Land Donation - Net book value of land 
donated by Jefferson Parish 

State of Louisiana - H IV/AID S Program 

Total tem porarily restricted net assets 

No|e 4 - G R ANTS RECEIVABLE 

$125,000 

403,614 

117,000 
13,390 

Grants receivable at June 30, 1998 are com prised the follow ing am ounts 

1994 H U I) Com m unity 
D eve/opm ent Brock 

Grant -Building 
construction 

East Jefferson G eneral 
ltospital 

Slate of Louisiana 

Operations 
and Building M edical H IV/A ID S 

Construction Director Expenses Total 

$10,000 $ 

125,000 
15,877 

125,000 

15,877 



 



Note 6 - LINE-OF-CREDIT AND LONG-TERM  DEBT (Continued) 

A ggregate m aturities of the note payable at June 30, 1998 are as follow s 

Y ear Ending 
June 30, 

1999 
2000 
2001 
2002 

2003 

Total 

N ote 7 - M AJO R FIN A N C IAL SU PPO R T 

A m ount 

$ 2,867 
3,031 
3,146 
3,890 

3,652 

Exhibit D 

(Continued) 

I11 August 1995, the Board of Directors of the East Jefferson General Hospital agreed 1o 

fund up to one million dollars towards the following areas; $500,000 for capital costs and 
$500,000 for the m edical director's salary and benefits to be received in four annual 
instalhnents of $125,000. 

The Heallh Center received two instalhnents of $125,000 prior to 1998 for the m edical 
director's salary and benefits. For the year ended June 30, 1998 the third installm ent for 

the medical directors salary was received in August 1997. As of June 30, 1998, $500,000 
had been received for capital costs. 

The Jefferson Parish Council has approved allocations of $358,038 and $641,938 to the 
ttealth Center from their Federal 1996 and 1995 Com m unity D evelopm ent Block Grant 
Fund, respectively. The funding from the Com munity Developm ent Block Grants arc 

subject to certain program income provisions which reduce the cash received under tiffs 
grant. The funds are designated for operating expenses. A s of June 30, 1998, the ltealth 

Center had received $358,038 under the 1996 grant and $641,938 ($131,693 in 1998 and 
$510,245 in prior years) under the 1995 grant. 



N ote 8 - FUN CTIO N AL ALLO C ATIO N EX PEN SES 

Exhlbil D 

(Continued) 

Expenses have been reported on the statem ent of activities by natural classifcation for the 
year ended June 30, 1998. To present total expenses by functional classifications, 

expenses are charged to program services and supporting services (management and 
general expense) on the basis of management's estimate of periodic time and expense 
evaluations. M anagem ent and general expense include those expenses that are not dircctly 
identifiable with any other specific function, but provide for the overall support and 
direction of the Health Center. 

The expenses for the year ended June 30, 1998 are allocated by function as follow s 

Program  services 
Supporting services: 

M anagem ent and general 

Total 

Note 9 - OFFICE AND EQUIPM ENT LEASES 

$1,060,158 

151,000 

As of June 30, 1998 the Health Center had offi ce and equipm ent operating leases as 
follow s: 

~ M obile Office - Lease with W illiams Scotsm an in the am ount of$913 a month for 
a period of 36 m onths. 

~ Postage M eter - Lease with Great Am erica Leasing in the am ounl of $41 a m onth 
for a period of 36 m onths. 

Copier - A lease with Xerox corporation in the amount of $538 a month on a 
m onth-to-m onth basis. 



Note 9 - OFFICE AND EQUIPM ENT LEASES (Continued) 

Exhibit D 

(Continued) 

The following is a schedule by year of m inim um lease paym ents under the above leases 
at June 30, 1998: 

Y ear Ending 
June 30, 

1999 

2000 
2001 

Total 

A m ount 

$11,448 
11,448 
9,835 

_$3_$3_$3_$3_$3_$3_~ 731 

Total lease paym ents were $10,366 for the year ended June 30, 1998 

N ote 10 - CA SIt FLO W  IN FO R M ATIO N 

Cash paym ents of interest expense during the year totaled $1,520. The llealth Center 
acquired $16,992 of furniture through borrowings. 

N ole 11 - C O NTIN G ENCY 

In M ay 1995, the Health Center was awarded a grant of $452,000 by the Jefferson Parish 
Council from their Com m unity D evelopm ent Block Grant Fund. The term of the grant 
provide for repaym ent under certain conditions w hich generally relate to a change in 

ownership from  a not-for-profit organization to a for-profit organization or changes in uses 
of such assels procured w ith the grant funds. These term s w ill rem ain in effect until the 
year 2015. 

N ole 12 - JUI)G EM ENTS, CLAIM S AND SIM ILAR CO NTIN G EN CIES 

M anagem ent believes fllere is no m aterial litigation pending against tile llealth Cenler at 
June 30, 1998. 

The tteal|h Center receives funding from various federal and local governm ent program s 

which are subject to final review and approval as to allowability of expenditures by the 
respective grantor agencies. Any settlem ents or expenses arising out of a final review are 
recognized in the year in which agreed upon by the agency and the Health Center. Also, 



 

Exhibit D 

(Continued) 

Note 12 - JUDGEM ENTS, CLAIM S AND SIM ILAR CONTINGENCIES (Continued) 

it is m anagcm ent's opinion that any audits by the grantor agencies w ould not produce 
disallow ed program  costs and liabilities to such an extent that they w ould m aterially affect 
the Health Center's financial position. 

Note 13 - ECO N O M IC DEPENDEN CY 

The Health Center receives the majority of its revenue fiom funds provided through grants 
adm inistered by the Jefferson Parish Com m unity D evelopm ent D epartm ent and East 
Jefferson General ttospital. The grant am ounts are appropriated each year by these 
granting agencies. If significant budget cuts are m ade by these granting agencies, the 
am ounts of the funds the Health Center receives could be reduced significantly and have 
an adverse im pact on its operations. The H ealth Center has been approved to receive 
$300,000 in federal funding from the Jefferson Parish Com m unity Developm ent 
I)epartm ent from its 1997 Comm unity Developm ent Block Grant for the year ending June 

30, 1999 (See Note 16). 

N ote 14 - R ISK  M A N A G EM ENT 

The H ealth Center is exposed to various risks of loss from  torts; theft of, dam age to, and 

destruction of assets; business interruption; errors and omissions; employee injuries and 
illnesses; natural disasters; and em ployee healfll and accident benefits. Com m ercial 
insurance coverage is purchased for claim s arising from such m atters. Settled claim s have 
not exceeded this com m ercial coverage in any of the two preceding years. 

N ote 15 - Y EA R 2000 ISSUE 

The year 2000 issue is the result of shortcom ings in m any electronic data processing 

system s and other electronic equipm ent that m ay adversely affect the Health Center's 
operations as early as fiscal year 1999. East Jefferson H ealth Center, Inc. has com pleted 
an inventory of com puter system s and other electronic equipm ent that m ay be affected by 
the year 2000 issue and that are necessary to conducting the H ealth Center's operations. 



Note 15 - YEAR 2000 ISSUE (continued) 

Exhibit D 

(Continued) 

The llealfl~ Center w ill be upgrading all com puter system s during the year ending June 30, 
1999. The M edtron A S400 which is year 2000 com pliant w ill be purchased to upgrade 
the electronic billing system s. Current PC-Office 97 and M icrosoft software w ill also be 

acquired. The total costs of the upgrades is estim ated to be $27,000. 

Because of the unprecedented nature of the year 2000 issue, its effects and the success of 
related rem ediation efforts will not be fully determ inable until the year 2000 and 

thereafter. M anagem ent cannot assure that the Hospital is or will be year 2000 ready, that 
the ltospitars rem ediation efforts will be successful in whole or in part, or fllat parties w ith 

whom the Hospital does business w ill be year 2000 ready. 

N ote 16 - G O IN G  C O N C ER N 

The Health Center incurred a decrease in net assets of $434,931 for the year ended June 
30, 1998. The Itealth Center's current liabilities exceed it's current assets by $123,968 at 
June 30, 1998. This working capital deficit resulted in the Health Center not m eeting its 

current obligations to rem it payroll taxes withheld from employees. 

D uring the year ended June 30, 1998 the Health Center requested reim bursem ents fi'om 

grants adm inistered by Jefferson Parish for approxim ately $25,500 of payroll lax expenses 
which was not paid to the lntem al Revenue Service or the state. Additionally, other grant 
reim bursem ents for approved expenses were not used to pay those approved expenses. 
M anagem ent believes the funds w ere used by the H ealth Center for other allow able costs 

under the grants. 

Subsequent to year end, the Health Center ceased receiving funds from grants 

administered by Jefferson Parish (See Note 7) until the Health Center complies with 
certain reporting requirem ents. The Health Center's continued ability to operate is 
dependent on its ability to receive federal funding from the Jefferson Parish Com m unity 
Developm ent Departm ent, to raise additional support from the state and local com nm nitics 
and to increase net patience serv ice revenues. M anagem ent believes the ttealth Center 
w ill be successful in restoring its funding from  Jefferson Parish. 



SPE C IA l. R E PO R TS O F C ER TIFIED  PU B LIC A C C O U N TA N TS 



 

J  
B o u rg e o is B e n n e tt 

R EPO RT O N C O M PLIAN C E A N D O N INTER N AL 
CO NTRO l. O V ER FINAN CIAL REPO RTIN G BASED 

O N A N A UDIT O F FINA N CIA L STA TEM EN TS 
PER FO R M ED IN A CC O RD A N C E W ITH 
GOVERNM ENT AUDITING STANDARDS 

To the Board of D irectors, 
East Jefferson Com m unity H ealth Center, Inc. 

W e have audited the financial statem ents of East Jefferson Com m unity H ealth Center, lnc 
of and for the year ended June 30, 1998, and have issued our report thereon dated M arch 9, 19 
which was qualified because insufficient audit evidence exists to support the Health Cenl 
disclosures respect to the year 2000 issue and to evaluate pending or threatened litigation against 
IIealth Center. W e conducted our audit in accordance w ith generally accepted auditing standards 
the standards applicable to financial audits contained in Governm ent Auditin~ Standards. issued 
the Com ptroller General of The United States. 

C om ltlianc:e 

A s part of obtaining reasonable assurance about whether East Jefferson Com m unily ]let 

Center, lnc.'s financial statem ents are free of m aterial m isstatem ent, we perform ed tests of 
com pliance w ith cerlain provisions of law s, regulations, contracts and grants, noncom pliance 
which could have a direct and m aterial effect on the determination of financial statem ent am ou 

1 lowever, providing an opinion on compliance with those provisions was not an objective of our at 
and, accordingly, we do not express such an opinion. The results of our tests disclosed instances 
noncom pliance that are reauired to be reported under G overnm ent Auditin~ Standards whicl 
described in the accolnpanying schedule of findings and questioned costs as item  98-11. 

lnlernal C ontrol O ver Financial R eporting 

in planning and perform ing our audit, we considered East Jefferson Com m unity Health Cen 
Inc.'s internal control over financial reporting in order to determ ine our auditing procedures for 
purpose of expressing our opinion on the financial statem ents and not to provide assurance on 
internal control over financial reporting. How ever, we noted certain m atters involving the inter 
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control over financial reporting and its operation that we consider to be reportable conditions. 
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 judgement, could 
adversely affect East Jefferson Com m unity Health Center, Inc.'s ability to record, process, smnm arize 
and report financial data consistent w ith 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-.1 through 98-10. 

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 bc delecled within a tim ely period by em ployees in the norm al course of perform ing ~heir assigned 
functions. Our consideration of the internal control over financial reporting w ould not necessarily 
disclose all m atters in the internal control that m ight be reportable conditions and, accordingly, would 
not necessarily disclose all reportable conditions that are also considered to be m aterial weaknesses. 
H owever, of the reported conditions described above, w e consider item s 98-1,98-7, 98-9 and 98-10, 
to be m aterial w eaknesses. 

This report is intended for the inform ation of the audit com m ittee, m anagem ent, federal 
aw arding agencies, pass-through entities and the Legislative Auditor for the State of Louisiana. 
1 lowevcr, this report is a nm tter of public record and its distributions is not lim ited. 

N ew O rleans, La., 
M arch 9, 1999. 

Certified Public A ccountants 



B o u rg e o is B e n n e tt 

REPO RT O N CO M PLIAN CE W ITH REO UIREM ENTS 

IN A CCO RDAN CE W ITH O M B 
CIR CU LA R A -133 

To the Board of Directors, 
I~;ast Jefferson Com m unity Health Center, ]no 

C om ldiance 

W e have audited the com pliance of East Jefferson Com m unity H ealth Center, Inc. with lhc 

types of compliance requirements described in the U.S. Offi ce of M anagement and Budget (OM B) 
Circular A-133 Compliance Supplement that are applicable to its major federal program for the year 
ended June 30, 1998. East Jefferson Community Health Center, Inc.'s major federal program is 
idem ified in the sum m ary of auditor's 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 program is the responsibility of East Jefferson Community Health 
Center, ]ne.'s m anagem ent. O ur responsibility is to express an opinion on East Jefferson Com m unity 

H ealth Center, Inc.'s 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 in G overnm ent Auditing Standards, issued by 
lhe Com ph'oller General of the United States; and OM B Circular A -133, _Audits of Slates, I,oca 
Governm eli~ts, and N on-Profit Organizations. Those standards and OM B Circular A-133 require that 

we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the 
types of com pliance requirem ents referred to above that could have a direct and m aterial effect on a 

major federal program occurred. An audit includes examining, on a test basis, evidence about East 
Jefferson Com m unity Health Center, luc.'s com pliance with 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. O ur audit does not provide a legal determ ination of East Jefferson 

Com m unily H ealth Center, lue.'s com pliance w ith those requirem ents. 

1340 W est Tunnel Bird, Suite 430 
RO. Box 716fi 
Houma, LA 70361-2168 
Phone (504) 868-0139 
~:ax (504) 879- [949 
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In out opinion, East Jefferson Com m unity Health Center, Inc. com plied, in all m aterial respects, 

with lhc requirements referred to above that are applicable to its major federal program for the year 
ended June 30, 1998. H ow ever, the results of our auditing procedures disclosed instances of 

noncom pliance w ith those requirem ents that are required to be reported in accordance w ith OM B 
Circular A-133 and which are described in the accom panying schedule of findings and questioned 

costs as item s 98-12 through 98-15. 

Internal C ontrol O ver C om pliance 

The rnanagem ent of East Jefferson Com m unity H ealth Center, Inc. is responsible for" 
establishing and m aintaining effective internal control over com pliance w ith requirem ents of law s, 
regulations, contracts and grants applicable to federal program s. In planning and perform ing our 
audit, w e considered East Jefferson Com m unity H ealth Center, lnc.'s internal control over com pliance 

with requirements that could have a direct and material effect on it's major federal program in order 
to detennine 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 wilh OM B Circular A -133. 

W e noted certain m atters involving the internal control over com pliance and its operation that 

w e consider to be reportable conditions. 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 East Jefferson Community Health Center, 
lnc.'s ability to administer a major federal program in accordance with applicable requirements of 
law s, regulations, contracts and grants. Reportable conditions are described in the accom panying 

schedule of findings and questioned costs as item s 98-16 and 98-17. 

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 noncom pliance with 
applicable requirem ents of law s, regulations, contracts and grant what w ould be m aterial in relation 

to major federal program being audited may occur and not be detected within a timely 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 would not be necessarily disclose all m atters in the intern al control 
that m ight be reportable conditions and, accordingly, would not necessarily disclosed all reportable 
conditions that are also considered to m aterial weakness. H ow ever, of the reported conditions 
described above, w e consider item 98-17 to be a m aterial weakness. 
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This leport is intended for the inform ation of the audit com m ittee, m anagem ent, federal 
aw arding agencies, pass-through entities and the Legislative Auditor for the State of Louisiana. 

ltowever, this repoll is a m atter of public record and its distributions is not lim ited. 

N ew Orleans, La., 

M arch 9, 1999. 

,d,m ~ l.z.c 
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D ER AL A W A R D F EX PE 

East Jefferson Com m unity H ealth Center, Inc. 

For the year ended June 30, 1998 

Federal Grantor / 
Pass Through Grantor / 

Federal 
CFDA 
N um ber 

Departm enl of tfousing and Urban Developm ent: 

Jefferson Parish Comm unity Developm ent Departm ent: 
Com m unity D evelopm ent Block Grant 14.218 
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Federal 
Expenditures 



NO TES TO SCH EDULE O F EX PENDITURES O F FEDER AL AW ARD 

East Jefferson Com m unity H ealth C enter, Inc. 

For the year ended June 30, 1998 

N ote 1 - SCO PE O F AUDIT PURSUANT TO O M B CIRCULAR A-133, SING LE AUDIT ACT 
AM EN DM ENTS O F 1996 

All Federal grant aw ards of the East Jefferson Com m unity Health Center, Inc. are included 
in the scope of the OM B Circular A -133, Single Audit A ct Am endm ents of 1996. The 
United States Departm ent & Housing and Urban Developm ent is the oversight Federal audit 

agency. 

Note 2 - SUM M ARY O F SIG NIFICANT ACCO UNTING PO LICIES 

The accom panying Schedule of Expenditures of Federal Aw ard has been prepared oll the 
accrual basis of accounting. 

Note 3 - FINDIN G S O F NO NCO M PLIANCE 

The findings of noncompliance are disclosed in the Schedule of Findings and Questioned 
Cost. The pole~tial reim bursem ent effects of the fndings and not ascertainable. 
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SC ItED 1]I.E O F FIN DIN G S A N D O U ESTIO N ED C O STS 

East Jefferson Com m unity H ealth Center, Inc. 

For the year ended June 30, 1998 

Section l Sum m ary of A uditor's R esults 

a) Financial Statements 

Type of auditor's report issued: qualified 

Internal control over financial reporting 

~ M aterialweakness(es) identified? 
~ Reportable condition(s) identified that are 

not considered to be m aterial w eakness 

X yes 
__ _ no 

X yes 
__ _  none reported 

Noncom pliance m aterial to financial statem ents noted? 
__ yes X no 

b) Federal Awards 

Internal control over major program 

~ M aterial weakness(es) identified? 
~ Reportable condition(s) identified that are 

not considered to be m aterial w eakness 

.XX yes __ _  no 

X yes 
__ _  none reported 

Type of auditor's report issued on compliance for major programs: unqualified 

Any audit findings disclosed that are required to be 

reported in accordance with section 510(a) of 
Circular A -133 X yes 

__ _  no 



Section 1 Summary of Auditor's Results (Continued) 

c) Identification of M ajor Program 

CFDA Number(s) 

14.218 

Dollar threshold used to distinguish 
between Type A and Type B program s 

Auditee qualified as a low-risk auditee? 

Secliou 11 Financial Statem ent Findings 

internal C ontrol 

S 

Com m unity D evelopm ent Block Grant 

$300,00O_ 

__  yes ~  no 

98-1 Condition - During our testing of cash disbursem ents we r~oted the following 

~ Som e invoices did not contain docum entation as being approved for paym ent 

~ Som e invoices w ere not m arked as paid 

~ Som e invoices did not contain docum entation as to w hich general ledger account 
the expense w as charged. 

~ Som e disbursem ent was not properly supported by an invoice 

~ Som e cancelled checks could not be located. 

R ecom m endation - Steps should be taken to ensure that invoices contain the appropriate 
docum entation w ith respect to approval, paym ent and general ledger expense distribution 
and invoices and cancelled checks be retained to support all disbursem ents. 
A ddilionally, advances for per diem travel costs should be subsequent/y docum ented 
w ith actual invoices. 
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Section 11 Financial Statement Findings (Continued) 

98-2 Condition- Patient service revenue accounts receivable and accounts payable subsidiary 
ledgers and general ledger cash accounts are not reconciled to the general ledger control 
accol_nlts. 

l,~ecom m endation - Patient service revenue accounts receivable and accounts payable 
subsidiary  ledgers and general ledger cash accounts should be reconciled to the general 
ledger control account on a m onthly basis. 

98-3 Conditiou - Reconciliations of Federal payroll Form 941 and general ledger salary 
accounts are not perform ed. During the year, the H ealth Center had unfiled payroll tax 
returns. A s of June 30, 1998, file H ealth Center had unpaid payroll taxes and related 
penalties and interest for payroll periods ending through June 30, 1998. 

Recom m endation - Reconciliations should be prepared quarterly between the Federal 
Form 941 and general ledger salary  accounts to ensure accurate reporting on Fornr 941. 
Unfiled payroll tax return s should be filed and current payroll tax returns should be filed 
by the required due date. All unpaid payroll taxes and associated penalties and interest 
should be paid im m ediately. 

98-4 Condition - W hen examining adjusting journal entries recorded by the accounting 
departm ent w e were unable to locate supporting docum entation, calculations or 

explanations for journal entries. On other occasions the journal entries could not be 
located. 

Recom m endation - Supporting docum entation, calculations and explanations should be 

attached to all journal entries prior to being entered into the general ledger. All journal 
enh'ies should be retained. 

98-5 Condition - W hile testing cash disbursem ents, we noted checks to the Executive 
D irector for reim bursem ent of expenses that did not have docum entation of approval and 
certain checks w ere signed by the Executive D irector. 

Reeom m enda0on - Consideration should be given to having the expense repo~ls of the 
Executive D irector approved by one of the M em bers of the Board of D irectors prior to 
being paid. 
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Section 11 Financial Statement Findings (Continued) 

98-6 C ondition - A s discussed in Item  98-12 the H ealth Center has failed to m aintain an 

updated listing of fixed assets. 

98-7 C ondition - For the year ended June 30, 1998, the H ealth Center had incom plete general 
lcdge1~ for the m onths of Novem ber and Decem ber 1997, as well as an out-of-balance 
position in their general ledger during the year. Additionally, the tlealth Center had 
unlocated payroll accounting records for the year ended June 30, 1998. 

Recom m endation - Balanced general ledgers should be m aintained for all m onths 
during the year as w ell as a com plete year-to-date general ledger for the H eath Center's 

fiscal year. Com plete payroll accounting records should be retained as support for all 
transactions. 

98-8 Condition - W ithout Board approval a bonus w as paid to the Executive D irector which 
w as not included on his W -2. 

Recom m endation - All salaries should be approved by the Board of D irectors and 
included on the em ployee's W -2 at the end of the year. 

98-9 C ondition - A s discussed in Item 98-17, the H ealth Center does not have an appropriate 
segregalion of duties. 

98-10 C ondition - The H ealth Center does not subm it request tim ely for reim bursem ent fi'om  
third parties for services provided to patients. A lso, the H ealth Center does not 
effectively pursue collections from patients or third parties. 

Recom m endalion - To improve cash flow, the Health Center m ust im plem ent a system 
for tim ely billing and collection from patients and third parties. 

C om pliance 

98-11 Fiuding - Louisiana state law requires all governm ental and quasi-govern m ental entries 

to have audit engagem ents com pleted within six m onths for the close of the entities fiscal 
year. The H ealth Center w as unable to m eet this deadline as required by state law . The 
auditors w ere delayed in starting the engagem ent due to the condition of the accounting 
records and encountering several accounting issues w hich required m ore tim e to resolve 
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Section lI Financial Statement Findings (Continued) 

than anticipated. D ue to the circmnstances previously m entioned, the H ealth Center was 
unable to have the audit com pleted within six m onths of the close of its fiscal year. 

lleeom m endation - In the future steps need to be taken to ensure that the financial 

statem ents are filed in a tim ely m anner. 

Seclion i|1 Federal Award Findings and Questioned Cost 

DEPAIITM ENT O F ItO U SING AND URBAN DEVELO PM ENT 

C om pliance 

Com m unity D evelopm ent Block Grant 
CFDA N o. 14.218 

98-12 Finding - For the year ended June 30, 1998, the Health Center 
failed to m aintain an updated listing of fixed assets purchased 
including those purchased w ith Federal funds in accordance 
w ith OM B Circular A-110. See condition 98-6. 

C riteria - Property m anagem ent standards included in OM B 
Circular A -110 require fixed asset listings be m aintained for assets 
acquired with Federal funds. 

Effect of C ondition - Failure to m aintain this listing w ould prohibit 
the ttealth Center from  com plying w ith Federal requirem ents on 

property m anagem ent. 

C ause of C ondition - D uring the year ended June 30, 1998, 
the llealth Center experienced significant turnover in staffing 

Recom m endation - The Health Center should m aintain a fixed 
asset listing in accordance w ith the property m anagem ent standards 
included in O M B Circular A -110 as follow s: 
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Section III Federal Award Findings and Questioned Cost (Continued) 

Com m unity D evelopm ent Block Grant 
CFD A N o. 14.218 

Questioned 
Cost 

A description of the equipm ent. 
M anufacturer's serial num ber, m odel num ber, or other 
identification num ber. 
Source of equipm ent, including the aw ard num ber. 
W hether title vests in the recipient or the Federal Governm ent. 
Acquisition date and cost. 
Inform ation from  w hich one can calculate the percentage of 
Federal participation in the cost of the equipm ent. 
Location and condition of the equipm ent and the date the 
inform ation w as reported. 
U nit acquisition cost. 
U ltim ate disposition data, including date of disposal and sales price 

98-13 Finding - The H ealth Center failed to subm it accurate m onthly 

balance sheets (statements of financial position) and income 
statements (statements of activities) to the Jefferson Parish 
Department of Comnm nity Developm ent. $ -0- 

C riteria - A ccording to the Cooperative Endeavor A greem ent 
between the Healfll Center and Jefferson Parish D epartm ent of 
Com nm nity D evelopm ent the Health Center is to subm it m onthly 
financial statem ents to the Jefferson Parish D epartm ent of 
Com m unity D evelopm ent. 

Effect of Condition - Funding may be in jeopardy for non 
perform ance. 

C ause of Condition - M anagem ent w as unaw are that the 
m onthly financial statem ents were incorrect. 

R eeonnnendation - The H ealth Center should begin subm itting 
tbeir accurate m onthly internal financial statem ents to the 
Jefferson Parish D epartm ent of Com m unity D evelopm ent. 
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Section 111 Federal Award Findings and Questioned Cost (Continued) 

Community Development Block Grant Questioned 
CFDA N o. 14.218 Cost 

98-14 Finding - During the year ended June 30, 1998 the H ealth Center 

requested reimbursement for approximately $25,500 ($24,000 for 
the year ended June 30, 1997) of payroll tax expenses and 
salary w ithholding which w as not paid to the Internal Revenue 
Service but instead w as used for other allow able purposes. 
Subsequently, an lntem al P, evenue Service agreem ent was entered 
into during the fiscal year 1998 that obligated the Health Center for 
the payroll taxes through Decem ber 1997. Additionally, w e tested 
five of the eleven requests for reim bursem ent and one advance 
subm itted to Jefferson Parish and determ ined that approxim ately 

fifty checks for approved expenses totaling approxim ately $42,000 
w ere voided. These results indicate that certain grant reim bursem ents 
for approved expenses w ere not used to pay those approved expenses. 
I low ever, after exam ining those invoices related to the voided checks, 
it has been determ ined that the $42,000 of approved expenses have 
been paid in full. $-0- 

C riteria - A ccording to the cash m anagem ent com pliance 
requirem ent the H ealth Center should m inim ize the am ount of tim e 
between the receipt of funds and the disbursem ent of the funds in 

accordance with its intended purpose. According to the sub-recipient 
agreem ent w ith Jefferson Parish it appears that the H ealth Center is 
to be reim bursed for fim ds expended or incurred. The reim bursem ent 
by the Parish for payroll taxes not actually paid and for reim bursem ents 
used for expenses other than those approved by Jefferson Parish m ay 
result in those payroll taxes and expenses not being an allow able cost 
to be reim bursed. 

31 



Section 111 Federal Award Findings and Questioned Cost (Continued) 

Com nm nity D evelopm ent Block G rant 
CFD A N o. 14.218 

Questioned 
Cost 

Effect - The Health Center has been assessed interest and penalties 
by the Internal Revenue Service and State of Louisiana on unpaid 
payroll taxes. A lso, the H ealth Center could be asked to substantiate 
to the Parish, that the Parish's reim bursem ents for payroll taxes 
and expenses w ere used by the H ealth Center for other allow able costs 

Cause of Condition - The H ealth Center has been experiencing 
severe cash flow problem s during fiscal year 1998. 

R ecom m endation - W e suggest the Health Center obtain short 
term financing to pay these unrem itted payroll taxes as soon as 
possible. A dditionally, a m eeting w ith the Parish should be held 
im m ediately to discuss the H ealth Center's use of funds. 

98-15 Finding - D uring the year ended June 30, 1998 the H ealth Center 
did 11ot m aintain docum entation regarding the incom e 

qualifications on all patients receiving service at the Health Center. $ -0- 

C riteria - A ccording to the Cooperative Endeavor A greem ent 
between Jefferson Parish and the H ealth Center Section 2 states 
that "The Consultant shall perform incom e qualification to assure 
that only eligible clients receive assistance fanded by the Parish's 
Conm m nity Developm ent Program ." A ccording to 24 CFR570.506 
this eligibility is to be based on the size and annual incom e of the 

fam ily of each patient receiving the benefit. 

Effecl - Failure lo m aintain incom e eligibility determ ination could 
result in sanctions, 

Cause of Condition - During the year ended June 30, 1998, the 
H ealth Center experienced signifcant turnover in staffing. 
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Section 111 Federal Award Findings and Questioned Cost (Continued) 

Com m unity D evelopm ent Block G rant 
CFD A N o. 14.218 

R ecom m endation - The H ealth Center should follow the 

recom m endations of the Jefferson Parish Departm ent of 
Com m unity D evelopm ent and com plete the agreed-upon eligibility 
form for all patients receiving services at the H ealth Center. 

Internal C ontrol 

Questioned 
Cost 

98-16 Finding - The H ealth Center did not have docum entation to 
support calculations of program incom e generated by CD BG 

funding. $-0- 

C riteria - Program  incom e is to be calculated on a m onthly 
basis by using the ratio of CDBG funding to total expenditures 

Effect - W ithout proper supporting calculations program  incom e 
can be incorrectly over or under reported. 

C ause of C ondition - M anagem ent failed to retain calculations 
of program  incom e. 

Recom m endation - D ocum entation of calculations regarding 
program incom e should be retained in order to support the 
am ounls rcporled to the granting agency. 

98-17 Findings - One person is responsible for reviewing invoices
, 

coding invoices to the program , processing invoices for paym ent
, 

signing checks, and requesting funds fi'om Jefferson Parish 
for paym ent of invoices. On occasion, the person who is responsible 
for reconciling bank statem ents and posting receipts and disbursem ent 
1o the general ledger perform s the previously m entioned duties. 

See condition 98-9. $-0- 
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Section Ill Federal Award Findings and Questioned Cost (Continued) 

Com m unity D evelopm ent Block Grant 
CFD A N o. 14.218 

Questioned 
Cost 

Criteria - There should be segregation of duties for the review of 
invoices, coding invoices, processing invoices for paym ent and having 
checks signed. 

Effeel - The possibility of fraud or collusion exists 

C ause of Condition - There is a lim ited num ber of personnel available 
to handle different functions. 

R ecom m endation - The H ealth Center should assign som eone 
independent of the review , approval and processing of cash disbursem ents 
to receive the bank statem ents unopened and review the canceled checks 
and statem ents for unusual item s. 

34 



R EPO R TS BY M AN A G EM EN T 



SCH ED U LE O F PR IO R Y EA R A U DIT FIN D IN G S A N D 

East Jefferson C om m unity H ealth C enter, Inc. 

For the year ended June 30, 1998 

Section 1 - Internal C ontrol and C om pliance M aterial to tile Financial Statem ents 

Internal C ontrol 

97-1 Recom m endation ~ Steps should be taken to ensure that invoices contain the 
appropriate docum entation w ith respect to approval, paym ent and general ledger 
expense distribution and invoices be retained to support all disbursem ents. 

M anagem ent's Response - PeachTree accounting system s w ere installed to adhere 
to these concerns. A s of July 1998, invoices are attached to a copy of the electronic 
check m ailed for paym ent, stam ped paid and place in a paid vendor folder. See 
finding 98-1 in the accom panying schedule of findings and questioned costs. 

97-2 R ecom m endation - Patient service revenue accounts receivable should be reconciled 
to the general ledger control account on a m onthly basis. 

M anagem ent's R esponse - A s of February 1999, the independent accountant 
reconciled the subsidiary ledger as of June 30, 1998. See finding 98-2 in the 
accom panying schedule of findings and questioned costs. 

97-3 l/eeom m endation - Reconciliations should be prepared quarterly between the 
Federal Form 941 and general ledger salary  accounts to ensure accurate reporting on 
Form 941 .. 

M anagem ent's R esponse - A s of February 1999, Form 941's are m anually 
reconciled prior to general ledger transfer by the independent accountant. Cunently, 

the Form 941 is prepared by Paychex and then reconciled to the general ledger. See 
finding 98-3 in the accom panying schedule of findings and questioned costs. 

97-4 Recom m eudation - Supporting docum eutation, calculations and explanations should 

be attached to all journal entries prior to being entered into the general ledger. 



Section 1 -lnternal Control and Compliance M aterial to the Financial Statements (Continued) 

M anagement's Response - As of July 1999, adjusting journal entries with written 
description will be attached. Currently, adjusting journal entries with written 
description attached are kept in a filed folder. See finding 98-4 in the accom panying 

schedule of findings and questioned costs. 

97-5 Recommendation - Entries should be recorded when needed to adjust the general 
ledger cash balance to agree to the bank reconciliations. 

M anagcm ent's Response - As of February 1999, entries are being prepared by the 

independent accountant to adjust the general ledger to agree to the bank 
reconciliation. See finding 98-2 in the accom panying schedule of findings and 

questioned costs. 

97-6 R ecom m endation - Consideration should be given to having the expense reports of 
the Executive Director approved by one of the M em bers of the Board of D irectors 
prior to being paid. 

M anagem ent's R esponse - A ll expense reports have been approved by the B oard 

Chairman (M r. Louis Thomas). Cun'ently, for the FY 98-99 all expense reports 
abow~ $200.00 are approved by M r. J. C. Dawson, Board Chairman. See finding 98- 
5 in the accom panying schedule of findings and questioned costs. 

97-7 R ecom m endation - A s discussed in Item  97-11 the H ealth Center should m aintain 

a listing of fixed assets. 

97-8 R ecom m endation - The general ledger of the H ealth Center should be m aintained 

and internal financial statem ents prepared using the June 30 year end. 

M anagcment's Response - Resolved, internal financial reporting was adjusted as of 
July 1, 1998. 

C om pliance 

97-9 Recom m endation - In the future, steps need to be taken to ensure that the financial 
statem ents are filed in a tim ely m anner. 
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Section I -lnternal Control and Compliance M aterial to the Fiuancial Statements (Continued) 

M anagem ent's Response - An accountant, as an independent consultant, will be 
retained to ensure that the financial statem ents are filed in a tim ely m anner to prevent 
the delay and start the engagenlent in tim e, to m eet the requirem ents of the State of 

Louisiana. See finding 98-11 in the accom panying schedule of findings and 
questioned costs. 

97-10 Recom m endation - As discussed in Item 97-14 tile H ealth Center should pay payroll 
taxes currently. 

Section 11 - Internal Control and Com pliance M aterial To Federal Aw ard 

C om pliance / Internal C ontrol 

97-11 R ecom m endation - The H ealth Center should m aintain a fixed asset listing in 
accordance w ith the property m anagem ent standards included in OM B Circular A - 
] 10 as follow s: 

~ A description of the equipm ent. 
~ M anufacturer's serial num ber, m odel num ber, or other identification num ber. 
~ Source of equipm ent, including the award number. 
~ W hether title vests in the recipient or the Federal Governm ent. 
~ A cquisition date and cost. 
~ lnfom aation from  w hich one can calculate the percentage of Federal 

participation in the cost of the equipm ent. 
~ Location and condition of the equipm ent and the date the infonnation w as 

reported. 
~ Unit acquisition cost. 

~ Ultim ate disposition data, including date of disposal and sales price. 

M anagem ent's R esponse - A s of Februmy 1999
, fixed assets are listed and copies 

of invoices are placed in a fixed assets file folder. See finding 98-12 in the 
accom panying schedule of findings and questioned costs. 

97-12 Recom m endation - The H ealth Cem er should begin subm itting their m onthly 
internal financial statem ents to the Jefferson Parish D epartm ent of Com m unity 
D evelopm ent. 
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Section I1 - Internal Control and Compliance M aterial To Federal Award (ContJuued) 

M anagem ent's R esponse - A s of July 1999, m onthly internal financial statem ents 
are subm itted to Jefferson Parish D epartm ent of Com m unity D evelopm ent. See 
finding 98-13 in the accom panying schedule of findings and questioned costs. 

97-13 Recom m endation - D ocum entation of calculations regarding program incom e 
should be retained in order to support the am ounts reported to granting agency. 

M anagem ent's Response - Currently, an excel spreadsheet w ith incom e as deposited 
on a m onthly basis is being docum ented. See finding 98-16 in the accompanying 
schedule of findings and questioned costs. 

97-14 R ecom m endation - The H ealth Center should obtain short term financing to pay 
unrem itted payroll taxes as soon as possible. A dditionally, a m eeting w ith the Parish 
should be held im m ediately to discuss the H ealth Center's use of funds. 

M anagem ent's Response - Funds designated to pay for unrem itted payroll taxes are 
pending the June 30, 1998 audit. A m eeting w ith the Parish was held to discuss the 

ltealth Center's use of funds. As a result, we have agreed to be reim bursed $74.00 
per patient per encounter w ith the funds to be used at the Center's discretion. The 

Parish internal audit would be limited to the patients paym ent received. See finding 
98-14 in the accompanying schedule of findings and questioned costs. 

97-15 R ecom m endation - The Health Center should follow the recom m endations of the 
Jefferson Parish Departm ent of Com m unity D evelopm ent and com plete the agreed- 
upon eligibility form for all patients receiving services at the Health Center. 

M anagem ent's Response - The agreed-upon eligibility form for all patients 
receiving services at the Health Center that are funded by the Parish are being 
completed. Internal audit by the Parish has approved the Center's m ethod of proving 
eligibility. See finding 98-15 in the accom panying schedule of findings and 
questioned costs. 
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Finding 
N mnber 

98-1 

98-2 

98-3 

98-4 

98-5 

98-6 

98-7 

M A NA G EM EN T 'S C O R R EC TIVE A C TIO N PLA N O N 

East Jefferson C om m unity H ealth C enter, Inc. 

For tile year ended June 30, 1998 

A s of July 1998, new m anagem ent has ensured that all invoices w ill 

contain docum entation, including which general ledger account, the 
expense w as charged. The paid invoices w ill be placed ill a file cabinet 
m arked paid invoice. 

Patient service revenue accounts receivable and accounts payable 
subsidiary ledgers and general ledger cash accounts w ill be reconciled to 
the general ledger on a m onthly basis. 

Reconciliation's of Federal payroll Form 941 and general ledger salary 
accounts w ill be perform ed on a m onthly basis. Unpaid payroll taxes and 
related penalties and interest for payroll periods ended through June 30, 

1998 will be paid in accordance with the Internal Revenue Service 
agreem ent m ade on A pril 1998. 

All adjusting journal entries recorded will have supporting doemnentalion, 
calculations and / or explanations for journal entries. An independenl 
accountant has been retained to ensure procedures are im plem ented. 

Board approved a resolution authorizing file Executive Director to sign 

checks (one signature) up to $2,000.00. Currently, the Board of Directors 
im plem ented a policy that any check to the Executive D irector for 

expenses, salary increase, etc., over $2,000.00 must be signed by a Board 
M em ber. 

A listing of fixed assets w ill be m aintained by the Health Center 

Balance general ledgers w ill be m aintained for all m onths during the year 
as well as a com plete year-to-date general ledger for the Health Center's 
fiscal year. 
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Finding 

N um ber 

98-8 

98-9 

98-10 

98-11 

98-12 

98-13 

98-14 

The Past Executive D irector's W -2 w ill be am ended by Paychex to reflect 
the unauthorized bonus. 

A s of July 1998, the H ealth Center does have appropriate segregation of 

duties. Those accounting duties are segregated between three offi ce 
personnel. 

The Health Center is in the process of upgrading the M cdtron Billing 
System . The new system  w ill allow the office staff to bill in a tim ely 

m anner. M onthly statem ents w ill be m ailed to patients asking for 
paym ent. For M edicare patients, if they cannol pay, they w ill w rite they 
cannot pay on the statem ent. 

The Health Center has retained the services of an independent accountant 
to ensure the financial statem ents are filed in a tim ely m anner. 

The H ealth Center w ill m aintain a fixed asset listing in accordance w ith 
the property m anagem ent standards included in OM B Circular A -110. 

A s of July 1998, 
balance sheet to 
developm ent, 

the H ealth Center has 
the Jefferson Parish 

subm itted accurate m onthly 
departm ent of com m unity 

Y es, grant reim bursem ents for approved expenses w ere not used to pay 
those approved expenses. This happened without the Board's knowledge 
and / or authorization. W hen the Board becam e aware, outstanding checks 
for approved expenses totaling approxim ately $42,000, were paid as of 
July 1998. Additionally, a m eeting w as held with the CDBG deparlm ent 
in August 1998 m odifying the m ethod of reim bursem ent. From  a Board's 
prospective, this new m ethod of reim bursem ent w ould help to elim inate 
severe cash flow problem s that the entity had experienced. It w as also 
agreed by the CDBG departm ent, that this m ethod would sim plify the 
eligibility incom e requirem ents and speed up the reim bursem ent process. 



Finding 

N um ber 

98-15 

98-16 

98-17 

Status 

A s of July 1998, the policy changed. The H ealth Center is required to 
m aintain docum entation regarding the incom e qualifications on only the 

patients that seek paym ent by CDBG . 

As of July 1998, the Health Center has docum entation to support 
calculations of program  incom e generated by CDBG funding. 

As of July 1998, there is segregation of duties for the review of invoices, 
coding invoices, processing invoices for paym ent and check signing. 
These duties are currently the responsibility of three office staff. 


