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Independent Auditor’s Report

To the Board of Trustees
Loursiana Hospital Association Research
and Education Foundation

Report on the Financial Statements

We have audited the accompanying financial statements of Louisiana Hospital Association
Research and Education Foundation (the Foundation) which comprise the statement of financial
position as of December 31, 2012, and the related statement of actvities and cash flows for the
year then ended, and the related notes to the financial statements

Management's Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of the 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 far presentation of financial statements that are free from matenal
misstatement, whether due to fraud or error

Auditor’s Responsibility

Our responsibility 1s to express an opinion on the financial statements based on our audt We
conducted our audit in accordance with auditing standards generally accepted in the United
States of Amenca and Government Auditing Standards 1ssued by the Comptroller General of
the United States of America Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of matenal
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 nsks of material misstatement of the financial
statements, whether due to fraud or error In making those nsk assessments, the auditor
considers internal control relevant to the entity’s preparation and fawr 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
evaluatng the appropnateness 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
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We believe that the audit evidence we have obtained is sufficient and approprate to provide a
basis for our audit opinion

Opinion

In our opinion, the financial statements referred to above present fairly, in all matenal respects,
the financial position of Louisiana Hospital Association Research and Education Foundation as
of December 31, 2012, and the results of its operations and cash flows for the year then ended
In accordance with accounting principles generally accepted in the United States of America

Other Matter

In accordance with Government Audriting Standards, we have also issued a report dated
July 18, 2013, on our consideration of Loutsiana Hospital Association Research and Educatton
Foundation’s internal control over financial reporting and on our tests of its comphance with
certain prowvisions of laws, regulations, contracts, and grant agreements and other matters
The purpose of that report 1s 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 internal control over financial reporting or on compliance That report 1s an integral part of
an audt performed in accordance with Government Auditng Standards and should be
cansidered in assessing the results of our audit

Our audit was conducted for the purpose of forming an opinion on the financial statements
as a whole The accompanying supplementary information 1s presented for purposes of
addtional analysis as required by U S Office of Management and Budget (OMB) Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations, and s not a required
part of the financial statements Such information 1s 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 audits 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 i1s fairly stated in all
matenal respects In relation to the financial statements as a whole

/oCte

A Professional Accounting Corporation

Metairie, LA
July 18, 2013



LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Statement of Financial Position

December 31, 2012

Assets
Cash and Cash Equwalents
Cash - Restricted, HEN Contract
Accounts Receivable
Investments
Prepaid Expenses
Property and Equipment, Net

Total Assets

Liabilities and Net Assets

Liabilities
Accounts Payable
Treasury Payable
Accrued Liabilities

Total Liabilities
Net Assets - Unrestricted

Total Liabilities and Net Assets

The accompanying notes are an integral part of these basic financial statements

420,367
444 117
415,910
103,510
5,497
7,603

1,397,004

86,261
614,631
8,000

708,892

688,112

1,397,004




LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Statement of Activities

For the Year Ended December 31, 2012

Revenues, Gains and Other Support

HHS Grant - Direct Revenue $ 772,737
HHS Grant - Indirect Revenue 76,274
REC Grant - Direct Revenue 17,001
FLEX Grant - Direct Revenue 12,400
PSLN Grant - Direct Revenue 1C,000
CAUTI Grant - Direct Revenue 20,000
HEN Contract - Direct Revenue 455,944
HEN Contract - Indirect Revenue 20,711
Investment Return 10,237
Other Revenue 20
Total Revenues, Gains and Other Support 1,395,324
Expenses
HHS Grant Expense 772,735
REC Grant - Expense 17,000
FLEX Grant - Expense 12,400
PSLN Grant - Expenses 7,709
CAUTI Grant - Expenses 16,828
HEN Contract - Expenses 455 944
Building Office and Equipment 32,394
Salanes, Wages and Benefits 8,425
Depreciation 2,425
General and Administrative 445
Insurance 2,490
Total Expenses 1,328,765
Change in Net Assets 66,529
Net Assets, Beginning of Year 621,583
Net Assets, End of Year $ 688.112

The accompanying notes are an integral part of these basic financial statements



LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Statement of Cash Flows

For the Year Ended December 31, 2012

Cash Flows from Operating Activities
Change In Net Assets
Adjustments to Reconcile Change in Net Assets
to Net Cash Provided by Operating Activities

Depreciation
Unrealized Gain on Investments
Increase in Cash - Restricted
Increase in Accounts Receivable
increase In Prepaid Expenses
Increase In Accounts Payable
Increase in Treasury Payable
Decrease 1n Accrued Liabilities

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities
Purchase of Investments

Net Cash Used in Investing Activities
Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

The accompanying notes are an integral part of these basic financial statements

66,529

2,425
(7,829)
(444,117)
(215,225)
(2,456)
85,131
614,631
(7,600)

91,489

(1,933)

(1,933)

89,556

330,811

420,367




LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Notes to Financial Statements

Note 1. Organization and Significant Accounting Policies

Nature of Activities

The accompanying financial statements include the accounts of Lowsiana Hospital
Association Research and Education Foundation (the Foundation), a Louisiana not-for-
profit entity who 1s exempt from income tax under Internal Revenue Code 501(¢)(3)

Revenue and expenses related to HHS Grant, REC Grant, FLEX Grant, PSLN Grant,
CAUTI Grant, and HEN Contract activities are recogmzed in the period the expenses are
incurred

The Foundation 1s affiiated with Louistana Hospital Association (the Association) The
Association was organized for scientific, educational, hterary and charitable purposes It
15 governed by a board of trustees whose members are elected annually by the
assembly of members

Basis of Accounting

The Foundation prepares its financial statements in accordance with accounting
principles generally accepted in the United States of America involving the application of
accrual accounting, consequently, revenues and gains are recognized when earned, and
expenses and losses are recognized when incurred

The Foundation follows the provisions of the Financial Accounting Standards Board
(FASB) Accounting Standards Codfication (ASC) 958, Not-for-Profit Entifies The
Foundation 1s required to report information regarding its financial position and activities
according to three classes of net assets unrestricted, temporanly restricted and
permanently restricted net assets At December 31, 2012, all net assets were
unrestricted

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Foundation considers all short-term
cash deposits with maturties of three months or less to be cash and cash equivalents
This, however, excludes money market accounts within its investment portfolio that are
to be reinvested

Investments

Investments in marketable securities with readily determinable farr values and all
investments In debt securities are reported at their farr values in the statement of
financial position Unrealized gains and losses are included in the change in net assets
The unrealized gain or loss on investments is reflected in the statement of activities as a
component of Investment Return

Accounts Receivable

The Foundation considers accounts receiwvable to be fully collectible, accordingly, no
allowance for doubtful accounts 1s provided [|f amounts become uncollectible, they are
charged to operatitons when that determination 1s made The use of this method does
not differ matenally from the allowance method required by accounting principles
generally accepted in the United States of Amenca



LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Notes to Financial Statements

Note 1. Organization and Significant Accounting Policies (Continued)

Recent Accounting Pronouncements

In May 2011, the FASB i1ssued Accounting Standards Update (‘ASU") 2011-04,
‘Amendments to Achieve Common Fair Value Measurement and Disclosure
Requirements in U S GAAP and IFRSs " ASU 2011-04 amended ASC 820, Fair Value
Measurements and Disclosures, to converge the farr value measurement guidance In
accounting prninciples generally accepted in the United States of America (GAAP) and
International Financial Reporting Standards (“IFRSs”) The amendment requires
additional disclosures about fair value measurements categorized within Level 3 of the
farr value hierarchy The additional disclosures include quantitative information about
the significant unobservable inputs used in Level 3 far value measurements, the
valuation processes used by the Foundation, and the Foundation’s policy for determining
when transfers into or out of Level 3 are deemed to have occurred The guidance Is
effective for penods beginning after December 15, 2011  Adopting this ASU during the
year ended December 31, 2012 did not have a maternal impact on the Foundation’s
financial statements The Foundation has no Level 3 investments

Fair Values of Financial Instruments

The carrying vaiues of the Foundation's financial instruments, including current assets
and current habilities, approximate farr value Under FASB ASC 820, Fair Value
Measurements and Disclosures, fair value 1s defined as the pnce that would be receved
to sell an asset or paid to transfer a habiity in an orderly transaction between market
participants at the measurement date

FASB ASC 820, Fair Value Measurements and Disclosures, establishes a far value
hierarchy for inputs used In measunng farr market value that maximizes the use of
observable inputs and mimimizes the use of unobservable inputs by requinng that the
most observable inputs be used when avallable Observable inputs are those that
market participants would use In pncing the asset or liabiity based on the best
information available in the circumstances The fair value hierarchy Is categorized into
three levels based on the inputs as follows

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical
assets or habilities as of the reporting date Since valuations are based on quoted prices
that are readily and regufarly available in an active market, valuation of these secunities
does not entail a significant degree of judgment

Level 2 - Valuations based on quoted prices in markets that are not active or for which
all significant inputs are observable, either directly or indirectly, as of the reporting date

Level 3 - Valuations based on inputs that are unobservable and include situations where
there 1s little, if any, market activity for the investment The inputs into the determination
of far value require significant management judgment or estimation



LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Notes to Financial Statements

Note 1. Organization and Significant Accounting Policies (Continued)

Fair Values of Financial instruments (Continued)

In some instances, the inputs used to measure fair value may fall into different levels of
the fair value hierarchy In such instances, an investment’s level within the far value
hierarchy 1s based on the lowest level of input that 1s significant to the fair value
measurement (see Note 5)

The Foundation’s measurements of fair value are made on a recurring basis, and their
valuation techniques for assets and liabilities recorded at fair value are as follows

Investment securnties - The fawr value of investment securities 1s the market value based
on quoted market prices, when available, or market prices provided by recognized
broker dealers If isted prices or quotes are not avallable, fair value 1s based upon
externally developed models that use unobservable inputs due to the imited market
activity of the investment

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and
accompanying notes  Actual results may differ from those estimates and such
differences may be material to the financial statements

Naote 2. Investments
The farr values for investments are based on quoted market prices

The cost and farr values of investments at December 31, 2012, are as follows

Fair
Value Cost
Mutual Funds $ 73764 $ 66424
Money Market Deposits for Reinvesting 29,746 29.746
Total $ 103510 $ 96,170

The following table summarizes the total investment return for the year ended
December 31, 2012

Unrealized Gain on Investments $ 7,829
Dividend and Interest Income, Net of Fees 2408
Total $ 10237



LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Notes to Financial Statements

Note 3. Related Party Transactions

The Foundation administers grants and contracts Substantially all of the revenue,
related expenses, accounts recewable and accounts payable from these activities
results from transactions that flow through the Association

Note 4. Risk Concentration

The Foundation periodically maintains cash deposits with a major financial institution In
excess of federally insured imits The Foundation has not experienced any losses and
does not believe that a significant credit nisk exists as a result of this practice

Note 5. Fair Value Measurements

The Foundation's assets and liabilities recorded at fair value have been categorized
based upon a far value hierarchy 1n accordance with the provistons of FASB ASC 820,
Fair Value Measurements and Disclosures See Note 1 for a description of the
Foundation’s policies and valuation techniques

The valuation of the Foundation’s assets and liabilities measured at far value on a
recurring basis at December 31, 2012, are as follows

Assets Level 1 Level 2 Level 3 Net Balance

Mutal Funds $ 73764 $ - $ - $ 73,764
Money Market Deposits

for Reinvesting 29,746 - - 29,746

Total $ 103510 $ - $ - $ 103,510




LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Notes to Financial Statements

Note 6. Uncertain Tax Position

The Foundation accounts for uncertain tax positions in accordance with FASB ASC 740,
Income Taxes FASB ASC 740, Income Taxes, prescnbes recognitton threshold and
measurement process for financial statement recogmtion of uncertain tax positions taken
or expected to be taken in a tax return The interpretation also provides guidance on
recognition, de-recognition, classification, interest and penaities, accounting in interm
periods, disclosure and transiton  Management evaluated the Foundation’s tax
positions for the year ending December 31, 2012 and concluded that the organization
had taken no uncertain tax positions that require adjustment to the financial statements
to comply with the provisions of this guidance The Foundatron's tax filings are
subjected to audit by vanous taxing authonties The Foundation's open audit periods
are 2009 through 2011

Note 7. Subsequent Events
Management has evaluated subsequent events through the date that the basic financial
statements were available to be 1ssued July 18, 2013, and determined that no events

occurred that required disclosure No subsequent events occurring after this date have
been evaluated for inclusion in these financial statements

10
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LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Schedule of Expenditures of Federal Awards

For the Year Ended December 31, 2012

FEDERAL GRANTOR/ Federal
PASS-THROUGH AGENCY!/ CFDA Program Total
PROGRAM TITLE (per CFDA) Number Name Expenditures

U.S. Department of Health and Human Services
Passed through Louisiana Healthcare Qualty Forum:

ARRA - Health Information Technology Regional

Extention Centers Program 93718
Passed Through State of Louisiana Department of Health
and Hospitals:
State Rural Hospital Flexibiity Program 93 241
National Hospital Preparedness Program 93 889

Passed Through State of Louisiana Department of Health
and Hospitals Passed Through Health Research &
Educatton Trust (HRET)
State Based Patient Safety Learning Networks 93 HHSA2902005000014C

Comprehensive Unit-based Safety Program to reduce
Cather-associated Urinary Tract Infection 93 HHSA290201000025|

Total Expenditures

The accompanying notes are an integral part of this schedule

Reginal Extention Centers
Program (REC)

FLEX Program

Hospital Preparedness Program (HHS)

PSLN

CAUTI

$ 17,000

19.400

4,800,000

7.709

16,828

$ 4,860,937

12



LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Notes to Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2012

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal
grant activity of Louisiana Hospital Association Research and Education Foundation and
is presented on the accrual basis of accounting The information in this schedule 1s
presented in accordance with the requirements on OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations Therefore, some amounts presented
in this schedule may differ from amounts presented in or used in the preparation of the

basic financial statements

Note 2. Sub Recipients

Of the federal expenditures presented in the schedule, the Foundation provided federal

awards to sub recipients as follows

Federal Amounts
CFDA Provided to
Program Name Number Sub Recipients
FLEX Program 93 241 $ 7,000
Hospital Preparedness Program (HHS) 93 889 $ 4,027,265

13
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Independent Auditor’'s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters Based on
an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards

To the Board of Trustees
Louisiana Hospital Association Research
and Education Foundation

We have audited, 1n accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained n Government
Auditing Standards 1ssued by the Comptroller General of the United States, the
financial statements of the Louisiana Hospital Association Research and Education Foundation
(the Association), which compnse the financial statements of financial position as of
December 31, 2012 and 2011, and the related statements of activities and cash flows for the
years ended December 31, 2012 and 2011, and the related notes to the financial statements,
and have 1ssued our report thereon dated July 18, 2013

Internal Control Over Financial Reporting

Management of the Association I1s responsible for establishing and maintaining effective internal
control over financial reporting In planning and performing our audit, we considered Louisiana
Hospital Association Research and Education Foundation’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Louisiana Hospital Association Research and Education Foundation’s internal
control over financial reporting Accordingly, we do not express an opinion on the effectiveness of
the Foundation’s internal control over financial reporting

A deficiency in internal control exists when the design or operations 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 matenal weakness 1s a
deficiency, or a combination of deficiencies, in internal control such that there 1s a reasonable
possibility that a matenal misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis

Our consideration of internal control over financial reporting was for the imited purpose descnbed
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies or matenal
weaknesses We did not identify any deficiencies in internal control over financial reporting that
we consider to be maternal weaknesses, as defined above
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Louisiana Hospital Association
Research and Education Foundatton’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 matenal 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 an instance of noncompliance or other matters that 1s
required to be reported under Government Auditing Standards and which 1s descnbed in the
accompanying schedule of findings and questioned costs as item number 2012-01- Late
Submussion of Audit Report

Other matters considered immaterial were communicated to management in a separate letter
dated July 18, 2013

This report 1s intended solely for the information of management, the board of trustees of
Louisiana Hospital Association Research and Education Foundation and federal awarding

agencies and pass-through entities, and 1s not intended to be, and should not be, used by anyone
other than these specified parties

O foCte

A Professional Accounting Corporation

Metaine, LA
July 18, 2013
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Independent Auditor’s Report on Compliance for Each Major Program and Report on
Internal Control Over Compliance Required by OMB Circular A-133

To the Board of Trustees
Louisiana Hospital Assoctation Research
and Education Foundation

Report on Compliance or Each Major Federal Program

We have audited Louisiana Hospital Association Research and Education Foundation's
compliance with the types of compliance requirements descnibed in the OMB Circular A-133
Compliance Supplement that could have a direct and matenal effect on each of Louistana
Hospital Research and Education Foundation's major federal programs for the year ended
December 31, 2012 Louisiana Hospital Association Research and Education Foundation's
major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs

Management’ Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts,
and grants applicable to its federal programs

Auditor’s Responsibility

Our responsibility 1s to express an opmnion on compliance for each of Louisiana Hospital
Association Research and Education Foundation's major federal programs based on our audit of
the types of compliance requirements referred to above We conducted our audit of compliance In
accordance with auditing standards generally accepted in the United States of America, the
standards applicable to financial audits contained in Government Auditing Standards, 1ssued by
the Comptroller General of the United States, and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Orgamizations Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above could have a direct and matenal
effect on a major federal program occurred An auditt includes examining, on a test basis,
evidence about Louisiana Hospital Association Research and Education Foundation's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program However, our audit does not provide a legal determination of Louisiana
Hospital Association Research and Education Foundation’s compliance with those requirements
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Opinion on Each Major Federal Program

In our opinion, Louisiana Hospital Association Research and Education Foundation complied,
in all matenal respects, with the types of comphance requirements referred to above that could
have a direct and matenal effect on each of its major federal programs for the year ended
December 31, 2012

Report on Internal Control Over Compliance

Management of Louistana Hospital Association Research and Education Foundation s
responsible for establishing and maintaining effective internal control over comphance with the
types of compliance requirements referred to above In planning and performing our audit of
compliance, we considered Louisiana Hospital Association Research and Education
Foundation's internal control over comphance with types of requirements that could have a
direct and matenal effect on each major federal program to determine the auditing procedures
that are appropnate in the circumstances for the purpose of expressing an opinion on
complance for each major federal program and to test and report on internal control over
comphance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of snternal control over comphance Accordingly, we do not express
an opinion on the effectveness of Louisiana Hospital Association Research and Education
Foundation’s internal control over compliance

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
complhance requirement of a federal program on a timely basis A matenal weakness i intemal
control over comphance is a deficiency, or a combination of deficiencies, in internal control, such
that there 1s a reasonable possibility that matenal noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on an timely
basis A significant deficiency i intemal control over compliance 1s a deficiency, or a
combination of deficiencies, in internal control over comphance with a type of compliance
requirement of a federal program that 1s less severe than a matenal weakness n internal control
over compliance, yet important enough to merit attention by those charges with governance

Our consideration of internal control over compliance was for the imited purpose descnbed in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be matenal weaknesses or significant deficiencies We did
not identfy any deficiencies in intemal control over compliance that we consider to be matenal
weaknesses However, matenal weaknesses may exist that have not been identified

The purpose of this report on internal control over compliance 1s solely to describe the scope of
our testing of internal control over comphance and the results of that testing based on the

requirements of OMB Circular A-133  Accordingly, this report I1s not suitable for any other
purpose

AfoCte

A Professional Accounting Corporation

Metainie, LA
July 18, 2013
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LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2012

A-\

SUMMARY OF AUDIT RESULTS

1

The auditor's report expresses an unqualified opinion on the financial statements
of Loutsiana Hospital Association Research and Education Foundation

No significant deficiencies relating to the audit of the financial statements of
Lowsiana Hospital Association Research and Education Foundation were
disclosed during the audit

No instances of noncompliance matenal to the financial statements of Louisiana
Hospital Association Research and Education Foundation were disclosed during
the audit

No significant deficienctes relating to the audit of the major federal award
programs are reported in the Report on Compliance with Requirements that
Could Have a Direct and Matenal Effect on Each Major Program and internal
Control Over Compliance in Accordance with OMB Circular A-133

The auditor's report on compliance for the major federal award programs for
Lowsiana Hospital Associatton Research and Education Foundation expresses
an unqualified opinion

Audit findings relative to the major federal award programs for Louisiana Hospital
Association Research and Education Foundation are reported in Part C of this
Schedule

The programs tested as major programs included

PROGRAM CFDA No
Hospital Preparedness Program 93 889
The threshold for distinguishing Types A and B programs was $300,000

Louistana Hospital Association Research and Education Foundation was
determined to be a low-risk auditee

18



LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2012

B. FINDINGS - FINANCIAL STATEMENT AUDIT

Audit Finding Reference Number
2012-01 ~ Late Submission of Audit Report

Cntena

Louisiana Revised Statute 24 513 requires audit reports to be completed and submitted
to the State of Louisiana Legislative Auditor within six (6) months after year end, unless
the Louisiana Legislative Auditor Audit Advisory Council approves an extension request,
based only on a natural disaster, to file the audtt report with the Louisiana Legislative
Auditor by a specific date

Condition
The December 31, 2012 audited financial statements were not submitted to the
Legislative Auditor’s office by the statutory due date of June 30, 2013

Effect

An audit report filed with an approved extension from the Legislative Audit after the six
(6) months timeframe for any reasons other than for a natural disaster 1s a violation of
the State audit completion and submission law

Cause
The Foundation did not complete its financial statements in a timely manner

Recommendation

We recommend that the Foundation review its financial reporting procedures to ensure
that audit engagement 1s submitted to the State of Louisiana Legislative Auditor within
the required time frame

Management’s Response
The Louistana Legislative Auditor Advisory Council approved an extension request,

which was not based on a natural disaster, to file the audit report with the Louisiana
Legislative Auditor by the end of July 2013 Management will take the necessary steps
to ensure that the 2013 audit report 1s 1ssued six (6) months after year end

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS
AUDIT

None noted
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LOUISIANA HOSPITAL ASSOCIATION RESEARCH AND
EDUCATION FOUNDATION

Status of Prior Year Audit Findings
For the Year Ended December 31, 2012

Prior Year Audit Findings

None
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July 18,2013

Board of Trustees
Louisiana Hospital Association
Baton Rouge, Louisiana

This letter includes observations of matters that came to our attention in connection with our audit of the
financial statements, and the related footnotes, of the Louisiana Hospital Association and Subsidiaries (the
Association) as of and for the year ended December 31, 2012 We present our observations together with
suggestions for modifying and improving the Association's practices and procedures

Expense Reimbursement Policy

Observation

The Association has a written expense reimbursement policy, however, there 1s no evidence of this
policy being formally approved by the governing body of the Association We noted, too, that the
Association’s actual practice of reimbursing expenses 1s not consistent with what 1s written 1n the
existing written policy, specifically with regards to instances of incomplete documentation supporting a
reimbursement and instances of reimbursing employees for items that are considered, by the policy, as
non-reimbursabie

The Association’s policy was written so as to meet the Treasury Regulation defimtion of an
“accountable plan” therefore excluding from an employee’s taxable income those appropriate expense
reimbursements  We noted instances where individuals received either reimbursement or an award that
fell outside of the Treasury Regulation defimtion

The actual wnitten policy does not include details on the distribution and use of corporate credit cards,
including to whom credit cards are to be distributed to, authonized use of the cards, nor a policy for the
usage of points or other benefits that accrue to the Association

The actual written policy provides that the CEO 1s the named individual with approval of written

expense reports, however, the policy does not include a provision for oversight of expense
reimbursements for the CEO

Lastly, the written policy does not address what 1s acceptable and expected of employees and board
members regarding travel and meals while representing the Association We noted inconsistency 1n
practice of what 1s reimbursed

Recommendations
We recommend that the Association review the current wnitten policy and consider appropriate updates
to that policy, including specific language on credit card usage and oversight of expenses incurred by

the CEO We also recommend that the policy be reviewed and formally approved by the governing
bady of the Association

NEW ORLEANS HOQUSTOM BATOMN ROUGE COVINGTON

An Independently Owned Member McGladrey Allance

The Mclladrey AoNcy o o premaes DA AN Of FKieDor CON? A0COUNDNG BN CoNRMg W1
Tho McGiacdney ABINCE ormiber St b "o NS bu!0lOMy IS NCopvrconco angd
o HADOMEEA K 0w oun CAY e RO dobvee, of SEeACen ond Mo g of
chend 'aorahps



Board of Trustees
Louisiana Hospital Association
July 18, 2013

Page 2

We recommend that the new policy be distributed to all employees with specific emphasis on
documentation required for reimbursement and what expenses are non-reimbursable With this
presentation, we recommend that the CEQ, together with certain members of the Board, set a strong
tone of transparency relative to compliance with the revised plan

We recommended that the Association be reimbursed by those individuals who were reimbursed and or
rewarded for activities falling outside of the accountable plan Absent reimbursement, the Assoctation
must amend Form W-2 for 2012 and 1ssue a Form 1099, where applicable, to those individuals who
were reimbursed and or rewarded for activities fatling outside of the accountable plan and meeting
Internal Revenue Code filing requirements Prior to finalizing this letter, the Association had been paid
in full by, or had issued the appropriate income reporting forms to, those individuals who were
resmbursed and or rewarded for activities falling outside of the accountable plan

Lastly, we recommend that the policy include specifics as to what employees and board members will
be reimbursed with regards to travel and meals when representing the Association Consideration
should be given to defining those events where an employee and/or board member 1s expected to attend
and where there 1s a business purpose for an employee and/or board member’s spouse/partner to
accompany that employee and/or board member and have thewr meals and travel reimbursed by the
Association and not be considered as a taxable event to that employee and/or board member

Management's response

The Association has revised its Expense Reimbursement Policy The revised policy also includes an
addendum to address the Review of Reimbursement Expenses of the CEO of LHA and Reimbursement
or Payment for Board Members The Association has written a separate policy for the usage of
Corporate Credit Cards Drafts of both policies are attached to this letter for approval

LHA’s CEO and designated Board members will meet with the staff to emphasize the importance of
transparency and compliance with the Expense Reimbursement Policy approved by the Board A
meeting will also be held with appropriate employees to review the Corporate Credit Card Policy

Gift Policy

Observation
We noted that the Association does not have a gift policy, although it 1s not uncommon for the
Association to offer gifts to members for their service to the Association

Recommendation

We recommend that the Association adopt a gift policy that includes who, within the Association, may
authorize a gift, the timing with which gifts are expected to be distributed, and acknowledgment that all
gifts 1ssued will be reported as taxable income 1n accordance with Internal Revenue Code

We recommend that the Association gamn an understanding of the Internal Revenue Code with regards
to De Mimimis Fringe Benefits, Working Condition Fringe Benefits, and Working Condition Fringe
Benefits of Volunteers



Board of Trustees
Louisiana Hospital Association
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Management's response
Management and the Executive Committee recommend the following guidelines for gifts to Board

Members Purchases of gifts will be authorized by the CEO

Board Chair Maximum of $500 per year for the outgoing chair
Board Members Maximum of $300 per year for current board members

The Association will be cognizant of the Internal Revenue Service requirements regarding De Mimmis
Fringe Benefits, Working Condition Fringe Benefits and Working Condition Fringe Benefits of
Volunteers

Honorariums and Other Consideration

Observation

An employee 1s representing the Association at conferences and 1s serving as a speaker The travel
expenses of this employee are being borne by the organization that has requested this employee to
speak, and the employee has been paid an honorarium on at least two occasions The employee has
been the direct beneficiary of the honorarium, keeping those funds personally This employee 1s not
using vacation or other accrued time off while attending these events, and 1s being paid by the
Association using regular hours There are other instances where an employee 1s being pad
consideration for serving an orgamzation outside of the Association’s business hours We noted that the
Association’s employee handbook and ethics policy does not address the appropnate protocol for
employees receiving payments for services from an outside party at the same time that they are being
paid by the Association

Recommendation
We recommend that the Association review its policies, considering 1its policy on employees receiving
consideration from third parties while also being paid by the Association

Management’s Response
The Association will change its policy to where no employees will accept honorariums or fees for

speaking Employees recerving payments for services from an outside party at the same time that they
are being paid by the Association should disclose this to the CEO 1n writing for review on a case by case
basis

HEN Federal Contract

Observation

We noted that HRET reimburses Association employees, who are performing work for the HEN
Contract, directly for certain expenses, particularly those related to travel and education We noted that
HRET informs the Association’s employees of those which expenses that are to be paid directly by
HRET
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Recommendation

We recommend that all reembursable expenses be paid directly by the Association Employees must
never be reimbursed directly by a third-party for business expenses In those instances where HRET
nstructs one of the Association’s employees managing the HEN Contract that HRET will pay for those
expenses, that employee must inform the Association’s accounting department of this fact so that
Accounting may bill HRET directly thus reimbursing the Association directly for its outlay

Management’s response
Management has revised the Expense Reimbursement Policy to state the following

“Any travel or meeting reimbursement must be made through the appropriate LHA orgamzation Third
party payments should not be accepted by any employee If necessary, the orgamzation wili bill the
third party directly

Observation

We noted that there 1s no documentation of an independent review of the Monthly Performance Report
that the Association 1s submitting to HRET There are multiple pieces that go into the submission, with
information coming from different departments within the Association

Recommendation

We recommend that consideration be given to appointing someone outside of the accounting department
and the individual(s) that are charged with managing the HEN Contract, for an independent review of
the completeness of the components of the Monthly Performance Report that 1s submitted to HRET

Management’s response
The Assoctation has assigned Karen Zoeller, LHA Vice President of Policy Development, to perform a

monthly independent review of the HEN Monthly Performance Report that 1s submitted to HRET
Karen currently has no direct involvement in the HEN Contract and has experience working with both
state and federal programs

Additionally, management is recommending that a Quality Subcommuttee of the Board be established
The subcommittee would be chared by a member of the Board The subcommittee will be charged to
work directly with all LHA quality imtiatives, including the HEN Program, and maintain a direct link to
the LHA Board of Trustees The Subcommittee will meet as necessary but not less than three times per
year The recommended committee composition will include the following

e  Chair Member of the LHA Board
e Two (2) quality professionals from hospitals participating in the LHA HEN
*  One (1) hospital CEQO who 1s not on the LHA Board
®  QOne (1) CFO from a member hospital and
¢ One (1) Chief Medical Officer
s [LHA CEO and CFO will be ex-officio members
Observation

The Association’s expenditures for the first twelve months of the HEN contract have been less than
onginally budgeted Federal Acqusition Regulation (FAR 52 232-20) Limtation of Cost offers
gwidance “that a contractor shall notify the contracting office in writing any time the total cost for the
performance of the contract, exclusive of any fee, will be either greater or substantially less than had
been previously estimated
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The Association has not communicated, 1n writing, to HRET that the projected actual expenditures
related to the HEN federal contract are substantially less than originally budgeted

Recommendation
We recommend that the Association noufy HRET, in writing, that its actual and projected expenses will
be substantially less than budgeted

Management’s response
Management will communicate in wrniting to HRET within 30 days that its actual and projected
expenses will be substantially less than budgeted We will request that HRET respond 1n writing

Observation

We noted that he Association did not have a copy of the Prime Contract between the Centers for
Medicare and Medicaid Services and Health Research and Education Trust (HRET) The Subcontract
agreement between HRET and Louisiana Hospital Association Education and Research Foundation
(Subcontractor) states that the “effort to be performed by the Subcontractor under this Agreement will
be part of the HRET Prime Contract No HHSM-500-2012-00017C (“Prime Contract™), dated
December 9, 2011, which has been 1ssued by the Centers for Medicare & Medicaid (*CMS”) to
implement the “Partnership for Patients”, a prionty project designed to provide technical assistance,
traiming events and leaming sessions for hospitals to reduce harm and complications to patients
(“Services”)”

It was represented to us that this contract was requested orally from HRET, however, they have yet to
honor that request

Recommendation

We recommended that the Association request, in writing, a copy of the Prime Contract from HRET
Subsequent to making that recommendation, the request was made and the Association received a copy
of the Pnime Contract Receipt was taken from HRET prior to the date of this letter

We further recommend that the Association ensure that 1t has all documents 1in hand when agreeing to
receive grantor funds and when serving as a subcontractor to a primary contract so that all the

Association may monitor all elements of comphance with the agreement(s) from the beginning of that
agreement term

We would be pleased to assist you further with these suggestions, answering any questions you may have

Sincerely,

Ljotle

A Professional Accounting Corporation



