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Board of Directors
Savoy Medical Management Group, Inc.
Mamou, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of Savoy Medical Management Group, Inc.
(a nonprofit health care entity), a component unit of the Town of Mamou, consisting of Savoy Medical Center
Operations Fund and Town of Mamou Building Fund, which comprise the statement of financial position as
of December 31, 2018, and the related statements of operations, changes in net assets, and cash flows for the
year then ended, and the related notes to the financial statements.

Muanagement’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evalvating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our andit opinion.

Member of:
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

Member of:
SOCIETY OF LOUISIANA
CERTIFIED PUBLIC ACCOUNTANTS



Opinion

In our opinion, the financial statements referred fo above present fairly, in all material respects, the
financial position of Savoy Medical Management Group, Inc. as of December 31, 2018, and the results of its
operations, changes in its net assets, and cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As described in Note 22 to the financial statements, Savoy Medical Management Group, Inc.,
implemented the provisions of the Financial Accounting Standards Board’s Accounting Standard Update
(ASU) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit
Entities. Our opinion is not modified with respect to this matter.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The comparative statements and schedules are presented for purposes of additional analysis and are
not a required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whole,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 27,
2019, on our consideration of Savoy Medical Management Group, Inc.’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the effectiveness of Savoy Medical Management Group, Inc.’s internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering Savoy Medical Management Group, Inc.’s internal control over financial reporting
and compliance.

Kolder, Slaven & Company, LLC
Certified Public Accountants

Lafayette, Louisiana
June 27, 2019
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Statement of Financial Position

December 31, 2018
Savoy Medical Town of
Center Mamou
Operations Building
Fund Fund Totals
ASSETS
Current assets:
Cash and cash equivalents $ 380,066 $ 6,046 $ 386,112
Patient accounts receivable, net 1,676,419 - 1,676,419
Estimated third-party payor settlements 1,445,201 - 1,445,201
Other receivables 92,540 - 92,540
Inventory 623,883 - 623,883
Prepaid expenses 77,260 - 77,260
Total current assets 4,295,369 6,046 4,301,415
Property, plant and equipment, net 1,522,451 3,207,241 4,729,692
Deposits 1,828 - 1,828
Total assets $ 5,819,648 $3,213,287 $ 9,032,935
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable $ 819,777 $ - $ 819,777
Accrued salaries and payroll taxes 663,672 - 663,672
Estimated third-party payor settlements 660,410 - 660,410
Current portion of long-term debt 139,446 - 139,446
Total current liabilities 2,283,305 - 2,283,305
Long-term liabilities:
Long-term debt 167,997 - 167,997
Total liabilities 2,451,302 - 2,451,302
Net assets:
Without donor restrictions-
Unrestricted and undesignated 3,368,346 3,213,287 6,581,633
Total liabilities and net assets $ 5,819,648 $3,213,287 $ 9,032,935

The accompanying notes are an integral part of this statement.
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Statement of Operations and Changes in Net Assets
Year Ended December 31, 2018

Operating revenue:
Net patient service revenue (net of provision for
bad debts of $1,435,786)
Other operating revenues

Net operating revenue

Operating expenses:
Salaries and wages
Employee benefits
Professional fees
Supplies
Utilities
Contract services
Insurance
Rents and leases
Repairs and maintenance
Interest expense
Intergovernmental transfer ~ access grants
Depreciation

Total operating expenses

Operating loss

Nonoperating revenues (expenses);
Interest income

Change in net assets without donor restrictions

Net assets, beginning

Net assets, ending

Savoy Medical Town of

Center Mamou

Operations Building

Fund Fund Totals
$20,625,820 $ . $ 20,625,820
814,431 94,635 909,066
21,440,251 94,635 21,534,886
7,943,814 - 7,943,814
1,563,505 - 1,563,505
546,439 35 546,474
3,751,241 132 3,751,373
903,969 - 903,969
850,342 - 850,342
531,418 - 531,418
404,091 - 404,091
408,988 94,115 503,103
31,912 - 31,912
4,125,000 - 4,125,000
568,374 125,971 694,345
21,629,093 220,253 21,849,346
(188,842) (125,618) (314,460)
4,687 9 4,696
(184,155) (125,609) (309,764)

3,552,501 3,338,896 6,891,397
$ 3,368346 $3,213,287 $ 6,581,633

The accompanying notes are an integral part of this statement.
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SAVOY MEDICAL MANAGEMENT GROUP, INC.

Mamou, Louisiana

Statement of Cash Flows
Year Ended December 31, 2018

Savoy Medical

Center

Operations Fund

Town of
Mamou
Building
Fund Totals

Cash flows from operating activities:

Operating loss $ (188,842) $(125,618) $ (314,460)
Adjustments to reconcile operating loss to
net cash provided by operating activities:
Depreciation and amortization 568,374 125,971 694,345
Proviston for bad debts 1,435,786 - 1,435,786
Increase in accounts receivable (993,846) - (993,846)
Decrease in third party payer receivables (478,038) - (478,038)
Increase in other receivables (6,358) - (6,358)
Decrease in inventory (72,433) - (72,433)
Increase in prepaid expenses (2,842) - (2,842)
Decrease in accounts payable 31,943 - 31,943
Increase in accrued salaries and payroll taxes (11,112) - (11,112)
Net cash provided by operating activities 282,632 353 282,985
Cash flows from investing activities:
Interest earned on interest-bearing deposits 4,687 9 4,696
Purchase of property and equipment (106,151 - (106,151)
Net cash provided (used) by investing activities (101,464) 9 (101,455)
Cash flows from financing activities:
Proceeds from capital leases 77,410 - 77,410
Principal paid on notes payable (202,249) - (202,249)
Principal paid on capital leases (166,674) - (166,674)
Net cash used by financing activities (291,513) - (291,513)
Net increase (decrease) in cash and cash equivalents (110,345) 362 (109,983)
Cash and cash equivalents, beginning of year 490,411 5,684 496,095
Cash and cash equivalents, end of year $ 380,066 $§ 6046 $ 386,112
Supplemental disclosures:
Interest paid $ 31912 $ - $ 31,912

The accompanying notes are an integral part of this statement.
6




(D

SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements

Summary of Significant Accounting Policies

A.

Organization and Purpose

The Town of Mamou (Town) is the sole member of Savoy Medical
Management Group, Inc. (Organization). The Organization, a component unit of the
Town, is a nonprofit corporation organized under the laws of the State of Louisiana
for the purpose of managing and operating a quality, cost effective health care facility
for patients of the communities located in Evangeline Parish. The Town owns the
Savoy Medical Center located in Mamou, Louisiana, which is operated by the
Organization.

Basis of Accounting

The financial statements of the Organization have been prepared on the
accroal basis of accounting in accordance with accounting principles generally
accepted in the United States of America. Net assets and revenues, expenses, gains
and losses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets of the Organization and changes therein are
classified and reported as follows:

Net assets without donor restrictions - Net assets that are not subject to
donor-imposed stipulations.

Net assets with donor restrictions - Net assets subject to donor-imposed
stipulations that will be met, either (1) expire by incurring expenses satisfying the
restricted purpose (purpose restricted), and/or the passage of time or other events
(time restricted), or (2) will never expire (perpetual in nature). When a restriction
expires, net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the statement of activities as net assets released from
restrictions.

Cash and Cash Equivalents

The Organization considers all highly liquid investments with an original
maturity of three months or less at the date of acquisition to be cash equivalents.

Patient Accounts Receivable

Patient accounts receivable are stated at net realizable value. The
Organization maintains allowance for uncollectible accounts and for estimated losses
resulting from a payer’s inability to make payments on accounts. The Organization
estimates the allowance for uncollectible accounts based on management’s
assessment of historical and expected net collections considering historical and
current business and economic conditions, trends in healthcare coverage, and other
collections indicators. Accounts receivable are charged to the allowance for
uncollectible accounts when they are deemed uncollectible.

7



SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

Inventory

Inventory, consisting primarily of pharmaceuticals and other medical
supplies, are stated at the lower of cost, using an average cost method, or fair value.

Property and Equipment

The Organization’s capitalization policy is $5,000 for property and
equipment recorded at cost, if purchased, or at estimated fair market value if donated.
Donations of property and equipment are recorded as contributions at their estimated
fair value. In the absence of donor stipulations regarding how long the contributed
assets must be used, the Organization has adopted a policy of implying a time
restriction on contributions of such assets that expires over useful lives of the assets.
Depreciation is computed using the straight-line method over the estimated useful
lives of the assets. Typical useful lives are 7 to 40 years for buildings and
improvements and 4 to 15 years for equipment and furniture.

Revenue and Expense Recognition

The Organization has agreements with third-party payors that provide for
payments to the Organization at amounts different from its established rates.
Payment arrangements include prospectively determined rates per admission or visit,
reimbursed costs, discounted charges, and per diem rates. Net patient revenue is
recognized at the time the services are provided at the estimated net amount due from
patients and third-party payors for services rendered, including estimated adjustments
under reimbursement agreements with third-party payors, certain of which are subject
to audit by administering agencies. These adjustments are accrued on an estimated
basis and are adjusted, as needed, in future periods. The Organization also provides
care to self-pay patients. The revenue on services provided to these patients are
recognized at the time services are rendered. Expenses are recognized in the period
incurred in accordance with the accrual basis of accounting.

Income Taxes

The Organization qualifies as a tax-exempt organization under Section
501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue
Service (IRS) as other than a private foundation. However, the organization’s tax-
exempt status has no effect on its liability for any federal excise taxes. Accounting
principles generally accepted in the United States of America require the
organization’s management to evaluate tax positions taken and recognize a tax
liability (or asset) if the organization has undertaken an uncertain position that more
likely than not would not be sustained upon examination by the IRS. Management
has analyzed the tax positions taken by the organization, and has concluded that as of
December 31, 2018, there are no uncertain positions taken or expected to be taken
that would require recognition of a liability (or asset) or disclosure in the financial
statements. The organization is subject to routine audit by taxing jurisdictions;
however, there are currently no audits for any tax periods in progress. Management
believes it is no longer subject to income tax examinations for years prior to 2015.
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

[ Compensated Absences

The Organization allows employees annual leave based on years of service.
Upon termination of employment, an employee is paid for the value of any accrued
leave through the date of separation at their current rate of pay. At December 31,
2018, the accrued compensated absences amounted to $354,533, which is included in
accrued salaries and payroll taxes in the statement of financial position.

J. Advertising Expense

Advertising costs are expensed as incurred. Total advertising expense was
$4,827 for the year ended December 31, 2018.

K. Use of Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

Liquidity and Availability of Financial Assets

The Organization has $3,600,272 of financial assets available within one year of the
statement of financial position date to meet cash needs for general expenses consisting of $386,112 in
cash, $1,676,419 of patient accounts receivable, $1,445,201 of estimated third-party payor
settlements, and $92,540 of other receivables.

Cash and interest-bearing deposits

As of December 31, 2018, the Organization had cash and interest-bearing deposits in the
amount of $386,112. Custodial credit risk for deposits is the risk that in the event of the failure of a
depository financial institution, the Organization’s deposits may not be recovered or will not be able
to recover collateral securities that are in the possession of an outside party. These deposits are stated
at cost, which approximates market. Under state law, these deposits, (or the resulting bank balances)
must be secured by federal deposit insurance or similar federal security or the pledge of securities
owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit
insurance must at all times equal the amount on deposit with the fiscal agent bank. Deposit balances
(bank balances) as of December 31, 2018 are secured as follows:

Bank balances $ 533,770
Federal deposit insurance 500,000
Pledged securities 33,770
Total $ 533,770

Deposits in the amount of $33,770 were exposed to custodial credit risk. These deposits are
uninsured and collateralized with securities held by the pledging institution’s trust department or
agent, but not in the Organization’s name. The Organization does not have a policy for custodial
credit risk.




SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

(4) Patient Accounts Receivable

Patient accounts receivable at December 31, 2018 consisted of the following:

Medicare $ 884208
Medicaid 528,755
Other third-party payors 703,911
Patients 2,391,644
Total patient accounts receivable 4,508,518
Less: allowance for uncollectible accounts (2,832,099)

Patient accounts receivable, net $ 1676419

&)} Estimated Third-Party Settlements

The estimated third-party payors settlements receivable consisted of the following at

December 31, 2018:
Uncompensated
Cost Report Year: Medicare Medicaid Care Cost (UCC) Total
2018 $ 6,981 $ 58,509 $1,379,711 $1,445,201
2017 - (395,445) - (395,445)
2016 - (264,965) - (264,965)
$ 6,981 $(601,901) $1,379,711 $ 784,791
(6) Property, Plant and Equipment
Property, plant and equipment consisted of the following at December 31, 2018:
Savoy Medical ~ Town of
Center Mamou
Operations Building
Fund Fund Total
Land $ - $ 430,000 $ 430,000
Buildings and improvements 1,618,171 18,722,013 20,340,184
Equipment 4,668,319 2,471,663 7,139,982
Furniture 308,551 27,061 335,612
Total property, plant and equipment 6,595,041 21,650,737 28,245,778
Less: Accumulated depreciation (5,072,590) (18,443,496) (23,516,086)
Net property, plant and equipment $1,522451 $ 3,207,241 $ 4,729,692
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

Depreciation expense charged to operations amounted to $568,3744 and $125,971 Savoy
Medical Center’s Operations Fund and Town of Mamou Building Fund, respectively, for the year
ended December 31, 2018.

Savoy Medical Center Operations Fund leases equipment with a cost basis of $896,351 under

a capital lease. The depreciation for the year ended December 31, 2018 on these assets is $175,495,
and the accumulated depreciation balance at December 31, 2018 is $564,134.

Changes in Long-Term Debt

The following is a summary of changes for the year ended December 31. 2018:

Balance Balance Due Within
1/1/2018 Additions  Reductions  12/31/2018 One Year

Savoy Medical Center

Operations Fund:
Notes payable $ 202,249 $ - $ (202,249) $ - $ -
Capital leases 396,708 77,409 (166,674) 307,443 139,446

Total long-term debt $ 598957 § 77,409 $ (368,923) §$ 307,443 § 139,446

Long-term debt at December 31, 2018 is comprised of the following individual issues:

Savoy Medical Center Opetations Fund:

Capital Leases —

$333,611 capital lease payable to Med One Capital Funding, LL.C, dated July 1,
2014, due in monthly installments of $6,690 through July 1, 2019, interest at
7.532%; payable from excess revenues of the Savoy Medical Center Operations
Fund; secured by equipment with a carrying value of $55,602. $ 39280

$98,127 capital lease payable to Marlin Business Bank, dated December 15,
2016, due in monthly installments of $1,813 through December 15, 2021, interest
at 4.136%; payable from excess revenues of the Savoy Medical Center
Operations Fund; secured by equipment with a carrying value of $80,137. 62,885

$22,563 capital lease payable to Siemens Financial Services, Inc., dated
December 15, 2016, due in monthly installments of $458 through December 15,
2021, interest at 8.021%; payable from excess revenues of the Savoy Medical
Center Operations Fund; secured by equipment with a carrying value of $18,427. 14,602

(continued)
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

$169,800 capital lease payable to Olympus Financial Services, dated April 15,
2017, due in monthly installments of $3,924 through April 15, 2021, interest at
5.172%; payable from excess revenues of the Savoy Medical Center Operations
Fund; secured by equipment with a carrying value of $148,575.

$36,071 capital lease payable to Olympus Financial Services, dated April 15,
2017, due in monthly installments of $3,924 through April 15, 2021, interest at
5.124%; payable from excess revenues of the Savoy Medical Center Operations
Fund; secured by equipment with a carrying value of $31,562.

$19,753 capital lease payable to Ally Financial, dated April 16, 2018, due in
monthly installments of $478 through April 26, 2022, interest at 7.548%; payable
from excess revenues of the Savoy Medical Center Operations Fund; secured by
equipment with a carrying value of $19,753,

$24,489 capital lease payable to Ally Financial, dated June 6, 2018, due in monthly
installments of $600 through June 6, 2022, interest at 8.163%,; payable from
excess revenues of the Savoy Medical Center Operations Fund; secured by
equipment with a carrying value of $24,489.

$33,168 capital lease payable to GE Healthcare Equipment Finance, dated May
28, 2018, due in monthly installments of $1,033 through May 28, 2021, interest at
7.6%; payable from excess revenues of the Savoy Medical Center Operations
Fund; secured by equipment with a carrying value of $31,168.

Total capital leases

Scheduled maturities of long-term debt as of December 31, 2018 are as follows:

103,282

21,395

16,859

21,845

27,295

$ 307,443

Interest

$13,675
6,960
1,923
114

Year Ending

December 31, Principal
2019 $ 139,447
2020 103,478
2021 59,122
2022 5,396
Total $ 307,443

12
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

(8) Net Patient Service Revenue

Outpatient services are reimbursed based on fee schedules provided by Medicare/Medicaid
and other insurance companies. Billings are adjusted in order to reflect amounts to be reimbursed.
Net patient service revenue consisted of the following at December 31, 2018:

Gross patient charges $ 92,041,281

Less: Contractual allowances and discounts (69,979,675)
Patient service revenue (net of contractual allowances and discounts) 22,061,606

Less: Provision for bad debts (1,435,786)
Net patient service revenue (net of provision for bad debt) $ 20,625,820

()] Operating Leases

Savoy Medical Center Operations Fund entered into various operating leases for equipment
and building leases for hospital clinics commencing from 2013 through 2018 with terms ranging from
36 to 60 months. Future minimum lease payments due under the lease terms are as follows:

Year Ending

December 31, Equipment Building Total
2019 $ 251,090 $ 78,000 $ 329,090
2020 179,286 63,000 242,286
2021 38,070 60,000 98,070
2022 27,015 60,000 87,015
2023 - 60,000 60,000

2024-2027 - 210,000 210,000
Total $ 495,461 $ 531,000 $1,026,461

Operating lease expense amounted to $298,491 for the year ended December 31, 2018.

(10)  Functional Expenses

The Organization provides general health care services to residents within its geographic
location. For the year ended December 31, 2018, expenses related to providing these services were as

follows:
Health care services $21,139,335
General, administrative, and other 489,758
Total operating expenses $21,629,093
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

Intergovernmental Transfer Grants

The Organization entered into a Low Income and Needy Care Collaboration Agreement on
July 31, 2013 with other hospitals in the region. The purpose of the agreement is to ensure that low
income and needy patients have access to and receive quality hospital services by increasing funding
for the Medicaid population and to access funding to which the hospitals are eligible under Medicaid
supplemental payments. For the year ended December 31, 2018, the Organization provided
intergovernmental transfer grants to other Hospitals in the amount of $4,125,000.

Fair Value Measurements

Generally accepted accounting principles require disclosure of an estimate of fair value of
certain financial instruments. The Organization’s significant financial instruments are cash and cash
equivalents, patient accounts receivable, estimated third-party payor settlements, and other short-term
assets and liabilities. For these financial instruments, carrying values approximate fair value.

Town of Mamou Building Fund

Prior to January 1, 2011, the operations of the Town of Mamou Building Fund were reported
in the Savoy Cancer Center, Inc.’s (Center) financial statements. Effective January 1, 2011, the
operations of Center were transferred to the Savoy Medical Center, which is operated by the
Organization. As a result, the financial position and the changes in net assets and cash flows of the
Town of Mamou Building Fund are reported in the financial statements of the Organization.

Special Services Management Agreement

On February 15, 2015, the Organization entered into a Special Services Management
Agreement with Evangeline Clinical Services. The purpose of the agreement is to gain managerial
and administrative expetrtise in the delivery and operations of hospitals and to clinically integrate with
CHRISTUS Health Central Louisiana (CHRISTUS) network of physicians, clinics and hospitals, in
order to improve access, quality, availability and efficiency of care for residents of the community.
CHRISTUS will administer the day-to-day operations of the hospital, subject to any required
approvals and operational oversight from the Organization. In exchange for the services and cost
incurred, the Organization will pay $10,000 per month and an amount equal to each fiscal year’s
undisbursed operating revenue as defined by the contract. The term of this agreement is for an initial
fifteen years and shall automatically continue thereafter for an additional term of five years. In
accordance with the terms of the agreement, the Organization paid a management fee in the amount
of $120,000 for the year ended December 31, 2018.

14
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SAVOY MEDICAL MANAGEMENT GROUP, INC,
Mamou, Louisiana

Notes to Financial Statements (Continued)

Concentration of Credit Risk

The Organization grants credit without collateral to its patients, most of who are local
residents and are insured under third-party payor agreements. The mix of receivables from patients
and third-party payors at December 31, 2018 is as follows:

Medicare 49.4%
Medicaid 20.5%
Other third-party payors 29.7%
Patients 0.4%

100.0%

Pension Plan

The Organization has a 401(k) profit sharing plan (a defined contribution plan), established in
February, 2010, which covers substantially all employees who are eighteen years of age or older with
at least two consecutive months of service. The Plan, as amended, complies with the applicable
provisions of the Employee Retirement Income Security Act of 1974. The employer may make
matching contributions or profit sharing contributions at their discretion based on board approval.
The Organization did not contribute to the Plan for the year ended December 31, 2018.

Risk Management

The Organization is exposed to risks of loss in the areas of general liability, management
liability and workers’ compensation. All of these risks are handled by purchasing commercial
insurance coverage. There have been no significant reductions in the insurance coverage during the
year, nor have settlements exceeded coverage for the past three years.

Contingencies

The Organization evaluates contingencies based upon the best available evidence. The
Organization believes that no loss contingencies are considered necessary. To the extent that
resolution of contingencies results in amounts which vary from the Organization’s estimates, futore
earning will be charged or credited.

Third-party Government Revenues — Cost reimbursements are subject to examination by
agencies administering the programs. The Organization is contingently liable for retroactive
adjustments made by the Medicare and Medicaid programs as the result of their examinations as well
as retroactive changes in interpretations applying statues, regulations and general instructions of those
programs. The amount of such adjustments cannot be determined.

Management believes that the Organization is in compliance with fraud and abuse statues as
well as other applicable governmental laws and regulations. Compliance with such laws and
regulations can be subject to future government review and interpretation as well as regulatory
actions unknown or unasserted at this time,
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

Electronic Health Record Incentive Payments

The American Recovery and Reinvestment Act of 2009 included provisions for implementing
health information technology under the Health Information Technology for Economic and Clinical
Health Act (HITECH). The provisions were designed to increase the use of electronic health record
(EHR) technology and establish the requirements for a Medicare and Medicaid incentive payment
program beginning in 2011 for eligible providers that adopt and meaningfully use certified EHR
technology.  Eligibility for annual Medicare incentive payments is dependent on providers
demonstrating meaningful use of EHR technology in each period over a four-year period. Initial
Medicaid incentive payments are available to providers that adopt, implement, or upgrade certified
EHR technology. In subsequent years, providers must demonstrate meaningful use of such
technology to qualify for additional Medicaid incentive payments. Hospitals that do not successfully
demonstrate meaningful use of EHR technology are subject to payment penalties or downward
adjustments to their Medicare payments beginning in federal fiscal year 2017.

The Organization recognizes revenue for the Medicare and Medicaid EHR incentive
payments when the Organization is reasonably assured that the EHR meaningful use criteria for the
required period of time were met and that the grant revenue will be received. EHR incentive payment
revenue totaling $97,648 was received from Medicare for the year ended December 31, 2018. This
revenue is included in other revenue in the accompanying statement of activities. Income from
incentive payments is subject to retrospective adjustment upon final settlement of the applicable cost
report from which payments were calculated. Additionally, the Organization’s attestation compliance
with the meaningful use criteria is subject to audit by the federal government.

Compensation, Benefits, and Other Payments to Agency Head

The Organization’s agency head did not receive any compensation, benefits, or other
payments from public funds for the year ended December 31, 2018.

New Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update No. 2014-9, Revenue from
Contracts with Customers (Topic 606). This guidance is a comprehensive new revenue recognition
standard that will supersede substantially all existing revenue recognition guidance. The new
standard’s core principle is that a company will recognize revenue when it transfers promised goods
or services to customers in an amount that reflects the consideration to which the company expects to
be more entitled in exchange for those goods or services. In doing so, companies will need to use
more judgment and make more estimates than under existing guidance. These may include
identifying performance obligations in the contract, estimating the amount of variable consideration
to include in the transaction price and allocating the transaction price to each separate performance
obligation. On July 9, 2015, the FASB agreed to delay the effective date of the standard by one year.
Therefore, the new standard will be effective for annual periods beginning after December 31, 2018
and is not expected to have a significant impact on the Organization’s financial statements.
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Notes to Financial Statements (Continued)

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) intended to
improve financial reporting regarding leasing transactions. The new standard affects all companies
and organizations that lease assets and liabilities for the rights and obligations created by those leases
if the lease terms are more than 12 months. The guidance also will require qualitative quantitative
disclosures providing additional information about the amounts recorded in the financial statements.
The amendments in this update are effective for fiscal years beginning after December 15, 2019,
including interim periods within those fiscal years. The Organization is evaluating the potential
impact of the amendment on the Organization’s financial statements.

The FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of
Certain Cash Receipts and Cash Payments, which made the following changes that may affect the
Organization: Debt Prepayment or Debt Extinguishment Costs: Cash payments for debt prepayment
or debt extinguishment costs should be classified as cash flows for financing activities. The
amendments in this ASU will be effective for entities other than public business entities for fiscal
years beginning after December 15, 2018, and interim periods within fiscal years beginning after
December 15, 2019. The Organization does not expect the guidance to have a material impact on its
financial statements.

Change in Accounting Pronouncement

The Financial Accounting Standards Board issued Accounting Standards Update No. 2016-14
Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities
(ASU 2016-14) in August 2016. The Organization has changed the presentation of its financial
statements accordingly, applying the changes retrospectively to beginning net assets presented. The
new standard changed the following aspects of the Organization’s financial statements: temporarily
restricted and permanently restricted net asset classes have been combined into a single net asset class
named net assets with donor restrictions; the unrestricted net asset class has been changed to net
assets without donor restrictions; and the financial statements include a new disclosure relative to the
liquidity and availability of resources. The previously reported unrestricted net assets is reported as
net assets without restrictions — unrestricted and undesignated under the new guidance.

Subsequent Event Review

The Organization’s management has evaluated subsequent events through June 27, 2019, the
date which the financial statements were available to be issued.
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SAVOY MEDICAL MANAGEMENT GROUP, INC,

Mamou, Louisiana
Savoy Medical Center Operations Fund

Comparative Statement of Financial Position
December 31, 2018 and 2017

ASSETS

Current assets;

Cash and cash equivalents

Patient accounts receivable, net

Estimated third-party payor settlements

Other receivables

Inventory

Prepaid expenses

TOt&l current assets
Property, plant and equipment, net

Deposits

Total assets

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Accrued salaries and payroll taxes
Estimated third-party payor settlements
Current portion of long-term debt

Total current liabilities

Long-term liabilities:
Long-term debt

Total liabilities

Net assets:
Without donor restrictions-
Unrestricted and undesignated

Total liabilities and net assets

19

2018 2017

$ 380,066 $ 490,411
1,676,419 2,118,359
1,445,201 1,107,332
92,540 86,182
623,883 551,450
77,260 74,418
4295369 4,428,152
1,522,451 1,984,675
1,828 1,828
$5819,648  $6,414,655
$ 819,777 $ 787,834
663,672 674,784
660,410 800,579
139,446 353,516
2,283,305 2,616,713
167,997 245 441
2,451,302 2,862,154
3,368,346 3,552,501
$ 5,819,648  $6,414,655




SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana
Savoy Medical Center Operations Fund

Comparative Statement of Activities
For the Years Ended December 31, 2018 and 2017

2018 2017
Operating revenue:
Net patient service revenue (net of provision for
bad debts of $1,435,786 2018 and $950,481 2017) $ 20,625,820  $20,483,583
Other operating revenues 814,431 1,167,716
Net operating revenue 21,440,251 21,651,299
Operating expenses:
Salaries and wages 7,943,814 7,910,336
Employee benefits 1,563,505 1,574,111
Professional fees - 546,439 475,252
Supplies 3,751,241 4,062,037
Utilities 903,969 936,088
Contract services 850,342 920,858
Insurance 531,418 535,303
Rents and leases 404,091 417,698
Repairs and maintenance 408,988 433,586
Interest expense 31,912 46,745
Intergovernmental transfer - access grants 4,125,000 5,250,000
Depreciation and amortization 568,374 548,094
Total operating expenses 21,629,093 23,110,108
Operating loss (188,842) (1,458,809)
Nonoperating revenues {expenses):
Interest income 4,687 2,296
Change in net assets without donor restrictions (184,155) (1,456,513)
Net assets, beginning 3,552,501 5,009,014

Net assets, ending

20

$ 3,368,346

$ 3,552,501




SAVOY MEDICAL MANAGEMENT GROUP, INC.

Mamou, Louisiana
Savoy Medical Center Operations Fund

Schedule of Net Patient Service Revenue

For the Years Ended December 31, 2018 and 2017

Gross patient charges

Less:
Contractual allowances
Discounits
Uncollectible accounts

Total contractual allowances, discounts and uncollectible accounts

Net patient service revenue

21

2018 2017
$92,041,282  $ 92,951,751
(69,638,735)  (71,227,935)
(340,941) (289,752)
(1,435,786) (950,481)
(11,415,462)  (72,468,168)
$20,625,820  $ 20,483,583




SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana
Savoy Medical Center Operations Fund

Schedule of Other Operating Revenues
For the Years Ended December 31, 2018 and 2017

2018 2017
Other operating revenues:

Cafeteria $ 143,839 § 138,979
Vending machine commissions 13,847 13,846
Rent income 489,017 492617
Medical record transcripts 1,977 2,000
Electronic health records incentive payment 97,648 460,287
Miscellaneous 68,103 59,987

Total other operating revenues $ 814,431 $1,167,716

22



INTERNAL CONTROL, COMPLIANCE
AND

OTHER MATTERS

23




C. Burton Kolder, CPA*

Victor R. Slaven, CPA*

Gerald A. Thibodeaux, Jr., CPA*
Robert S. Carter, CPA*

Arthur R. Mixon, CPA*

Brad E. Kolder, CPA, JD*
Stephen J. Anderson, CPA*
Christine C. Doucet, CPA
Wanda F. Arcement, CPA, CVA
Biryan K. Joubert, CPA
Matthew E. Margagtio, CPA
Casey L. Ardoin, CPA, CFE

* A Professional Accounting Corporation

KOLDER, SLAVEN & COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT
ON INTERNAL CONTROL OVER FINANCIAL

183 S. Beadle Rd. 11929 Bricksome Ave.
Lafayette, LA 70508  Baton Rouge, LA 70816
Phone (337) 232-4141  Phone (225) 293-8300

1428 Metro Dr. 450 E. Main St.
Alexandria, LA 71301 New Iberia, LA 70560
Phone (318) 442-4421  Phone (337) 367-9204

200 8. Main St. 1201 David Dr.
Abbeville, LA 70510 Morgan City, LA 70380
Phone (337) 893-7944 Phone (985) 384-2020

434 E. Main St. . 332 W. Sixth Ave.
Ville Platte, LA 70586 Obertin, LA 70655
Phone (337) 363-2792  Phone (337) 639-4737

REPORTING AND ON COMPLIANCE AND OTHER WWWHCSRGPAS.COM
MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Savoy Medical Management Group, Inc.
Mamou, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of Savoy Medical Management
Group, Inc. (a nonprofit health care entity), a component unit of the Town of Mamou, which comprise the
statement of financial position as of December 31, 2018, and the related statements of operations and changes
in net assets, and cash flows for the year then ended, and the related notes to the financial statements, and
have issued our report thereon dated June 27, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Savoy Medical
Management Group, Inc.’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Savoy Medical
Management Group, Inc.’s internal control. Accordingly, we do not express an opinion on the effectiveness
of Savoy Medical Management Group, Inc.’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist
that were not identified. We did identify a deficiency in internal control described in the accompanying
summary schedule of current and prior year audit findings and management’s cotrective action plan as item
2018-001 to be a material weakness.

Member of:
AMERICAN INSTITUTE OF
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Savoy Medical Management Group, Inc.'s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards

Savoy Medical Management Group, Inc.’s Response to Findings

Savoy Medical Management Group, Inc.’s response to the finding identified in our audit is described
in the accompanying summary schedule of current and prior year andit findings and management’s corrective
action plan. Savoy Medical Management Group, Inc.’s response was not subjected to the auditing procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
organization’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the organization’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose. Although the intended
use of this report may be limited, under Louisiana Revised Statute 24:513, the report is distributed by the
Legislative Auditor as a public document.

Kolder, Slaven & Company, LLC
Certified Public Accountants

Lafayette, Louisiana
June 27,2019
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Summary Schedule of Current and Prior Year Audit Findings
And Management’s Corrective Action Plan

Part1. Current Year Findings and Management’s Corrective Action Plan

A. Internal Control Findings -
2018-001: Inadequate Segregation of Accounting Functions
Fiscal year finding initially occurred: 2012

CONDITION: The Organization did not have adequate segregation of functions within the
accounting system.

CRITERIA: The Organization should have a control policy according to which no person should
be given responsibility for more than one related function.

CAUSE: Due to the size of the Organization, there are a small number of available employees.
EFFECT: The Organization has employees that are performing more than one related function.

RECOMMENDATION: The Organization should establish and monitor mitigating controls over
functions that are not completely segregated.

MANAGEMENT’S CORRECTION ACTION PLAN: Due to the size of the operations and the
cost-benefit of additional personnel, it may not be feasible to achieve complete segregation of
duties.

B. Compliance Findings -

There are no findings to report under this section.

Part II. Prior Year Findings

A. Internal Control Findings -
2017-001: Inadequate Segregation of Accounting Functions
Fiscal year finding initially occurred: 2012

CONDITION: The Organization did not have adequate segregation of functions within the
accounting system.,

RECOMMENDATION: The Organization should establish and monitor mitigating controls over
functions that are not completely segregated.

CURRENT STATUS: Unresolved. See finding 2018-001.
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SAVOY MEDICAL MANAGEMENT GROUP, INC.
Mamou, Louisiana

Summary Schedule of Current and Prior Year Audit Findings
And Management’s Corrective Action Plan (Continued)
2017-002: Bank Reconciliations Not Properly Reconciled
Fiscal year finding initially occurred: 2017
CONDITION: The Organization's bank reconciliation for their operating account did not properly
identify reconciling items during the fiscal year beginning with the month of March 2017. As a

result, the bank reconciliation did not propetrly reconcile the general ledger cash balance.

RECOMMENDATION: Management should ensure that bank reconciliations are performed
timely and accurately.

CURRENT STATUS: Resolved.
. Compliance Findings -

There are no findings to report under this section.

27




SAVOY MEDICAL MANAGEMENT GROUP, INC.
MAMOU, LOUISIANA

(A COMPONENT UNIT OF THE
TOWN OF MAMOU, LOUISIANA)

Agreed-Upon Procedures Report

Year Ended December 31, 2018




C. Burton Kolder, CPA*

Victor R. Slaven, CPA*

Gerald A. Thibodeaux, Jr., CPA*
Robert S. Carter, CPA*

Arthur R. Mixon, CPA*

Brad E. Kolder, CPA, JD*
Stephen J. Anderson, CPA*
Christine C. Doucet, CPA
Wanda F. Arcement, CPA, CVA
Bryan K. Joubert, CPA

Matthew E. Margaglio, CPA
Casey L. Ardoin, CPA, CFE

* A Professional Accounting Corporation

KOLDER, SLAVEN & COMPANY, LLC

CERTIFIED PUBLIC ACCOUNTANTS

183 S. Beadle Rd.
Lafayette, LA 70508
Phone {337) 232-4141

1428 Metro Dr,
Alexandria, LA 71301
Phone (318) 442-4421

11928 Bricksome Ave.
Baton Rouge, LA 70816
Phone (225) 293-8300

450 E. Main St.
New lberia, LA 70560
Phone (337) 367-9204

200 8. Main St. 1201 David Dr.
Abbeville, LA 70510 Morgan City, LA 70380
Phone {337) 893-7944 Phone (985) 384-2020
434 E. Main St 332 W, Sixth Ave.

Ville Platte, LA 70586
Phone (337) 363-2792

INDEPENDENT ACCOUNTANT’S REPORT
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To the Board of Directors of
Savoy Medical Management Group, Inc.
Mamou, Louisiana
and the Louisiana Legislative Auditor

Oberlin, LA 70655
Phone (337) 639-4737

WWW.KCSRCPAS.COM

We have performed the procedures enumerated below, which were agreed to by Savoy Medical

Management Group, Inc. (Organization) and the Louisiana Legislative Auditor (LLA) on the control and
compliance (C/C) areas identified in the LLA’s Statewide Agreed-Upon Procedures (SAUPs) for the fiscal
period January 1, 2018 through December 31, 2018. The Organization’s management is responsible for those
C/C areas identified in the SAUPs,

This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants and applicable standards of Government
Auditing Standards. The sufficiency of these procedures is solely the responsibility of the specified users of
this report. Consequently, we make no representation regarding the sufficiency of the procedures described

below either for the purpose for which this report has been requested or for any other purpose.

The procedures and associated findings are as follows:

Written Policies and Procedures

1. We obtained and inspected the Organization’s written policies and procedures and observed that they
address each of the following categories and subcategories (if applicable to public funds and the
Organization’s operations):

a) Budgeting, including preparing, adopting, monitoring, and amending the budget.

b) Purchasing, including (1) how purchases are initiated; (2) how vendors are added to the vendor list;
(3) the preparation and approval process of purchase requisitions and purchase orders; (4) controls to
ensure compliance with the public bid law; and (5) documentation required to be maintained for all
bids and price quotes.

¢) Disbursements, including processing, reviewing, and approving.

d) Receipts/Collections, including receiving, recording, and preparing deposits.
procedures should include management’s actions to determine the completeness of all collections for
each type of revenue or agency fund additions (e.g. periodic confirmation with outside parties,
reconciliation to utility billing after cutoff procedures, reconciliation of traffic ticket number sequences,
agency fund forfeiture monies confirmation).

Also, policies and

e) Payroll/Personnel, including (1) payroll processing, and (2) reviewing and approving time and
attendance records, including leave and overtime worked.
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g)

h)

i)

Contracting, including (1) types of services requiring written contracts, (2) standard terms and
conditions, (3) legal review, (4) approval process, and (5) monitoring process.

Credit Cards (and debit cards, fuel cards, P-Cards, if applicable), including (1) how cards are to be
controlled, (2) allowable business uses, (3) documentation requirements, (4) required approvers of
statements, and (5) monitoring card usage (e.g., determining the reasonableness of fuel card purchases).

Travel and expense reimbursement, including (1) allowable expenses, (2) dollar thresholds by
category of expense, (3) documentation requirements, and (4) required approvers.

Ethics, including (1) the prohibitions as defined in Louisiana Revised Statute 42:1111-1121, (2) actions
to be taken if an ethics violation takes place, (3) system to monitor possible ethics violations, and (4)
requirement that all employees, including elected officials, annually attest through signature
verification that they have read the Organization’s ethics policy.

Debt Service, including (1) debt issuance approval, (2) continuing disclosure/EMMA reporting
requirements, (3) debt reserve requirements, and (4) debt service requirements.

Board (or Finance Commiittee, if applicable)

(The following procedures were not performed due to no exceptions on testing in the prior year.)

2. Obtain and inspect the board/finance committee minutes for the fiscal period, as well as the board’s enabling
legislation, charter, bylaws, or equivalent document in effect during the fiscal period, and:

a)

b)

Observe that the board/finance committee met with a quorum at least monthly, or on a frequency in
accordance with the board’s enabling legislation, charter, bylaws, or other equivalent document.

For those entities reporting on the governmental accounting model, observe that the minutes referenced
or included monthly budget-to-actual comparisons on the general fund and major special revenue funds,
as well as monthly financial statements (or budget-to-actual comparisons, if budgeted) for major
proprietary funds.

For governmental entities, obtain the prior year audit report and observe the unrestricted fund balance
in the General Fund. If the General Fund had a negative ending unrestricted fund balance in the prior
year audit report, observe that the minutes for at least one meeting during the fiscal period referenced
or included a formal plan to eliminate the negative unrestricted fund balance in the General Fund.

Bank Reconciliations

3. We obtained a listing of client bank accounts for the fiscal period from management and management’s
representation that the listing is complete. We asked management to identify the Organization’s main
operating account. We selected the Organization’s main operating account and randomly selected 4
additional accounts (or all accounts if less than 5). We randomly selected one month from the fiscal period,
obtained and inspected the corresponding bank statement and reconciliation for selected accounts, and
observe that:

a)

b)

Bank reconciliations include evidence that they were prepared within 2 months of the related statement
closing date (e.g., initialed and dated, electronically logged);

Bank reconciliations include evidence that a member of management/board member who does not
handle cash, post ledgers, or issue checks has reviewed each bank reconciliation (e.g., initialed and
dated, electronically logged); and

Management has documentation reflecting that it has researched reconciling items that have been
outstanding for more than 12 months from the statement closing date, if applicable.




Collections

4. We obtained a listing of deposit sites for the fiscal period where deposits for cash/checks/money orders
(cash) are prepared and management’s representation that the listing is complete. We randomly selected 5
deposit sites.

5. For each deposit site selected, obtained a listing of collection locations and management’s representation
that the listing is complete. We selected one collection location for each deposit site, obtained and inspected
written policies and procedures relating to employee job duties (if no written policies or procedures,
inquired of employees about their job duties) at each collection location, and observed that job duties are
properly segregated at each collection location such that:

a) Employees that are responsible for cash collections do not share cash drawers/registers.

b) Each employee responsible for collecting cash is not responsible for preparing/making bank deposits,
unless another employee/official is responsible for reconciling collection documentation (e.g. pre-
numbered receipts) to the deposit.

c) Each employee responsible for collecting cash is not responsible for posting collection entries to the
general ledger or subsidiary ledgers, unless another employee/official is responsible for reconciling
ledger postings to each other and to the deposit.

d) The employee(s) responsible for reconciling cash collections to the general ledger and/or subsidiary
ledgers, by revenue source and/or agency fund additions are not responsible for collecting cash, unless
another employee verifies the reconciliation.

6. We inquired of management that all employees who have access to cash are covered by a bond or insurance
policy for theft.

7. We randomly selected two deposit dates for each of the 5 bank accounts selected for procedure #3 under
“Bank Reconciliations” above (select the next deposit date chronologically if no deposits were made on the
dates randomly selected and randomly select a deposit if multiple deposits are made on the same day). We
obtain supporting documentation for each of the two deposits and:

a) We observed that receipts are sequentially pre-numbered.

b} We ftraced sequentially pre-numbered receipts, system reports, and other related collection
documentation to the deposit slip.

¢) We traced the deposit slip total to the actual deposit per the bank statement.

d) We observed that the deposit was made within one business day of receipt at the collection location
(within one week if the depository is more than 10 miles from the collection location or the deposit is
less than $100).

e) We traced the actual deposit per the bank statement to the general ledger.

Non-Payroll Disbursements
(excluding card purchases/payments, travel reimbursements, and petty cash purchases

8. We obtained a listing of locations that process payments for the fiscal period and management’s
representation that the listing is complete. We randomly selected one location that process payments.

9. For each location selected under #8 above, we obtained a listing of those employees involved with non-
payroll purchasing and payment functions. We obtained written policies and procedures relating to
employee job duties (if the agency had no written policies and procedures, inquired of employees about
their job duties), and observed that job duties are properly segregated such that:

a) At least two employees are involved in initiating a purchase request, approving a purchase, and placing
an order/making the purchase.




10.

b) At least two employees are involved in processing and approving payments to vendors.

¢) The employee responsible for processing payments is prohibited from adding/modifying vendor files,
unless another employee is responsible for periodically reviewing changes to vendor files.

d) Either the employee/official responsible for signing checks mails the payment or gives the signed
checks to an employee to mail who is not responsible for processing payments.

For each location selected under #8 above, we obtained the Organization’s non-payroll disbursement
transaction population (excluding cards and travel reimbursements) and obtained management’s
representation that the population is complete. We randomly selected 5 disbursements for each location,
obtained supporting documentation for each transaction and.:

a) We observed that the disbursement matched the related original invoice/billing statement.

b) We observed that the disbursement documentation included evidence (e.g., initial/date, electronic
logging) of segregation of duties tested under #9, as applicable.

Credit Cards/Debit Cards/Fuel Cards/P-Cards

(The following procedures were not performed due to no exceptions on testing in the prior year.)

1.

12.

13.

Obtain from management a listing of all active credit cards, bank debit cards, fuel cards, and P-cards (cards)
for the fiscal period, including the card numbers and the names of the persons who maintained possession
of the cards. Obtain management’s representation that the listing is complete.

Using the listing prepared by management, randomly select 5 cards (or all cards if less than 5) that were
used during the fiscal period. Randomly select one monthly statement or combined statement for each card
(for a debit card, randomly select one monthly bank statement), obtain supporting documentation, and:

a) Observe that there is evidence that the monthly statement or combined statement and supporting
documentation (e.g., original receipts for credit/debit card purchases, exception reports for excessive
fuel card usage) was reviewed and approved, in writing, by someone other than the authorized card
holder.

b) Observe that finance charges and late fees were not assessed on the selected statements.

Using the monthly statements or combined statements selected under #12 above, excluding fuel cards,
randomly select 10 transactions (or all transactions if less than 10) from each statement, and obtain
supporting documentation for the transactions (i.e. each card should have 10 transactions subject to testing).
For each transaction, observe that it is supported by (1) an original itemized receipt that identifies precisely
what was purchased, (2) written documentation of the business/public purpose, and (3) documentation of
the individuals participating in meals (for meal charges only).

Travel and Expense Reimbursement

(The following procedures were not performed due to no exceptions on testing in the prior year.)

14.

Obtain from management a listing of all travel and travel-related expense reimbursements during the fiscal
period and management’s representation that the listing or general ledger is complete. Randomly select 5
reimbursements, obtain the related expense reimbursement forms/prepaid expense documentation of each
selected reimbursement, as well as the supporting documentation. For each of the 5 reimbursements
selected:

a) If reimbursed using a per diem, agree the reimbursement rate to those rates established either by the
State of Louisiana or the U.S. General Services Administration (www.gsa.gov).

b) If reimbursed using actual costs, observe that the reimbursement is supported by an original itemized
receipt that identifies precisely what was purchased.
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c) Observe that each reimbursement is supported by documentation of the business/public purpose (for
meal charges, observe that the documentation includes the names of those individuals participating)
and other documentation required by written policy (procedure #1h).

d) Observe that each reimbursement was reviewed and approved, in writing, by someone other than the
person receiving reimbursement.

Contracts

15. We obtained from management a listing of all agreements/contracts for professional services, materials and
supplies, leases, and construction activities that were initiated or renewed during the fiscal period. We
obtained management’s representation that the listing is complete. We randomly selected 5 contracts (or
all contracts if less than S) from the listing, excluding the practitioner’s contract, and:

a) We observed that the contract was bid in accordance with the Louisiana Public Bid Law (e.g., solicited
quotes or bids, advertised), if required by law.

b) We observed that the contract was approved by the governing body/board, if required by policy or law
(e.g. Lawrason Act, Home Rule Charter).

c) Ifthe contract was amended (e.g. change order), we observed that the original contract terms provided
for such an amendment.

d) We randomly selected one payment from the fiscal period for each of the 5 contracts, obtained the
supporting invoice, agreed the invoice to the contract terms, and observed that the invoice and related
payment agreed to the terms and conditions of the contract.

Payroll and Personnel
(The following procedures were not performed due to no exceptions on testing in the prior year.)

16. Obtain a listing of employees/elected officials employed during the fiscal period and management’s
representation that the listing is complete. Randomly select 5 employees/officials, obtain related paid
salaries and personnel files, and agree paid salaries to authorized salaries/pay rates in the personnel files.

17. Randomly select one pay period during the fiscal period. For the 5 employees/officials selected under #16
above, obtain attendance records and leave documentation for the pay period, and:

a) Observe that all selected employees/officials documented their daily attendance and leave (e.g.,
vacation, sick, compensatory). (Note: Generally, an elected official is not eligible to earn leave and
does not document his/her attendance and leave. However, if the elected official is earning leave
according to policy and/or contract, the official should document his/her daily attendance and leave.)

b) Observe that supervisors approved the attendance and leave of the selected employees/officials.

¢) Observe that any leave accrued or taken during the pay period is reflected in the Organization’s
cumulative leave records.

18. Obtain a listing of those employees/officials that received termination payments during the fiscal period
and management’s representation that the list is complete. Randomly select two employees/officials, obtain
related documentation of the hours and pay rates used in management’s termination payment calculations,
agree the hours to the employee/officials’ cumulate leave records, and agree the pay rates to the
employee/officials’ authorized pay rates in the employee/officials’ personnel files.

19. Obtain management’s representation that employer and employee portions of payroll taxes, retirement
contributions, health insurance premiums, and workers’ compensation premiums have been paid, and
associated forms have been filed, by required deadlines.




Other

20. We obtained a listing of misappropriations of public funds and assets during the fiscal period and
management’s representation that the listing is complete. Selected all misappropriations on the listing,
obtained supporting documentation, and observed that the Organization reported the misappropriation(s) to
the legislative auditor and the district attorney of the parish in which the Organization is domiciled.

21. W observed that the Organization has posted on its premises and website, the notice required by R.S.
24:523.1 concerning the reporting of misappropriation, fraud, waste, or abuse of public funds.

Exceptions:

No exceptions were found as a result of applying the procedures listed above except:
Written Policies:

1. The Organization does not have written policies and procedures addressing how vendors are added to
vendor list.

Management’s response: The Organization will develop written policies and procedures to address
how vendors are added to vendor list.

Bank Reconciliations:

2. The Organization’s payroll account for the month of May 2018 was not reconciled within two months
of the statement closing date.

Management’s response: The Organization will implement procedures to ensure bank reconciliations
are performed timely.

Collections
3. The employees who have access to cash were not covered by a bond or insurance policy for theft.

Management’s response: The Organization will evaluate the cost-benefit of obtaining a bond or
insurance policy for theft on the employee responsible for collecting cash.

4. Out of the two deposits selected, one was deposited two days after the collection date.

Management’s response: The Organization will implement procedures to ensure collections are
deposited timely.

Disbursements:
5. The employee responsible for processing payments is also responsible for mailing the payments.

Management’s response: The Organization will implement policies and procedures to ensure that
employee processing payments is not responsible for mailing the payments.




We were not engaged to and did not conduct an examination or review, the objective of which would be
the expression of an opinion or conclusion, respectively, on those C/C areas identified in the SAUPs.
Accordingly, we do not express such an opinion or conclusion. Had we performed additional procedures, other
matters might have come to our attention that would have been reported to you.

The purpose of this report is solely to describe the scope of testing performed on those C/C areas identified
in the SAUPs, and the result of that testing, and not to provide an opinion on control or compliance.
Accordingly, this report is not suitable for any other purpose. Under Louisiana Revised Statute 24:513, this
report is distributed by the LLA as a public document.

Kolder, Slaven & Company, LLC
Certified Public Accountants

Lafayette, Louisiana
June 27, 2019




