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DEPARTMENT OF REALm & RUMAN SERVICES Office of Inspector General 

Office of Audit Services 
1100 Commerce. Room 632 
Dallas. TX 75242 

-

CommonIdentificationNumber: A-06-02-00048


Mr. CharlesHenley

Manager,HIV Services

PublicHealth& EnvironmentalServices

HarrisCounty

2223WestLoop South,Room417

Houston,Texas77027


DearMr. Henley: 

March 5, 2003 

Theenclosedreportprovidesyou theresultsof our auditof costsclaimedby the Saint 
HopeFoundation(Foundation)for theperiodMarch 1,2001throughFebruary28,2002 
undera contractualagreementwith your office astheHoustonEligible Metropolitan 
Area(EMA) underTitle I of theHealthResourcesandServicesAdministration's 
(HRSA)RyanWhite ComprehensiveAIDS ResourcesEmergency(CARE) Act. As the 
granteefor this federalaward,your office is responsiblefor resolvingthe issuespresented 
in our auditreport,includingrefundingquestionedcoststo HRSA. 

We detenninedthattheFoundationprovidedservicesin accordancewith thetennsof the 
Title I grantawardandthecontractswith theHoustonEMA; however,we alsofoundthat 
theFoundationclaimed$5,367in unsupportedcosts,andthattheFoundation'sFinal 
FinancialReportunderstatedexpendituresby $23,319whencomparedto generalledger 
expenditures. 

TheFoundationprovidedcommentson ourreportandindicatedcorrectiveactionswere 
planned.As the granteefor theHoustonEMA, your office shouldexaminethe 
Foundation'sresponseto our findingsandrecommendations,andensurethat appropriate 
correctiveactionsareimplemented.TheFoundation'scommentsaresummarizedbelow: 

~ 	 Regardingthe$5,367of unsupportedcosts,theFoundationindicatedthatit 
would reclassifythesecostsasunrestrictednon-RyanWhite chargesandasa 
resultno refundwould benecessary,astheseadjustmentshavebeenmadeon 
theFoundation'sgeneralledger. 

> Regardingthe$23,319discrepancybetweenthe generalledgerandtheFinal 
FinancialReport,theFoundationrespondedthat $17,499relatedto final 
monthpayroll costsfrom thepreviousprogramyearand$5,820relatedto 
medicallaboratorychargesthatshouldhavechargedin theprogramyear 
reviewed. TheFoundationindicatedthatit would submita revisedFinal 
FinancialReportto theHoustonEMA thatreflectsthis additionalcost. 
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We believethatalthoughtheFoundationcanreclassifytheunsupportedcostsasnon-
RyanWhite costs,the $5,367refundis still applicablesincetheFoundationhasalready 
receivedreimbursementfor thesecosts;therefore,therevisedFinal FinancialReport 
shouldshowa reductionof Title I costsof$5,367. Finally, regardingtheFoundation's 
adjustmentsfor the $23,319differencebetweenthegeneralledgerandtheFinal Financial 
Report,we arerecommendingthat youroffice examinesupportingdocumentationfor the 
costsrelatedto theseadjustmentsbeforeacceptingtheFoundation'srevisedFinal 
FinancialReport. 

Recommendationsfor Harris County 

By way of this letter,we arerecommendingthatHauis County,in its capacityasthe 
granteefor theHoustonEMA: 

1. Refund$5,367to HRSA; 

2. 	 Ensurethatthe SaintHopeFoundationreconcilesthe $23,319difference 
betweenits generalledgerandtheFinalFinancialReport,andstrengthens 
its accountingproceduresto ensurethattransactionsarereported 

accurately. 

Finaldetenninationasto actionsto betakenon all mattersreportedwill be madeby the 
Departmentof HealthandHumanServices(HHS) actionofficial identifiedbelow. We 
requestthatyouprovidearesponsewithin 30 daysfrom thedateof this letterto theHHS 
actionofficial on all recommendationsinvolving theenclosedreport. Theresponse 
shouldpresentanycommentsor additionalinfonnationthatmayhavea bearingon the 

final detennination. 

In accordancewith theprinciplesof theFreedomof InfonnationAct, 5 United States 
Code552,asamendedby PublicLaw 104-231,Office of InspectorGeneral,Office of 
Audit Servicesreportsaremadeavailableto thepublic to theextentinfonnation 
containedthereinis not subjectto theexemptionsof theAct. (See45 Codeof Federal 
RegulationsPart5). As such,within 10businessdaysafterthe final reportis issued,it 
will bepostedon theWorld Wide Webathtm://oig.hhs.gov. 

To facilitateidentification,pleasereferto commonidentificationnumberA-06-02-00048 
in all correspondencerelatingto this report. 

Sincerelyyours, 

~~1{)~i-JJtV1I /J~ 
GordonL. Sato 
RegionalInspectorGeneral 

for Audit Services 

Enclosure 



Action Official: 

Nancy J. McGinness 
 
Director, Office of Financial Policy and Oversight 
 
Health Resources and Services Administration 
 
Room 11A55, Parklawn Building 
 
5600 Fishers Lane 
 
Rockville, Maryland 20857 
 
Phone: (301) 443-3524 
 
FAX: (301) 443-5461 
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Office of Inspector General 
 
http://oig.hhs.gov/ 

The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452, 
as amended, is to protect the integrity of the Department of Health and Human Services 
(HHS) programs, as well as the health and welfare of beneficiaries served by those 
programs. This statutory mission is carried out through a nationwide network of audits, 
investigations, and inspections conducted by the following operating components: 

Office of Audit Services 

The OIG's Office of Audit Services (OAS) provides all auditing services for HHS, either by 
conducting audits with its own audit resources or by overseeing audit work done by others. 
Audits examine the performance of HHS programs and/or its grantees and contractors in 
carrying out their respective responsibilities and are intended to provide independent 
assessments of HHS programs and operations in order to reduce waste, abuse, and 
mismanagement and to promote economy and efficiency throughout the Department. 

Office of Evaluation and Inspections 

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
program evaluations (called inspections) that focus on issues of concern to the Department, 
the Congress, and the public. The findings and recommendations contained in the 
inspections reports generate rapid, accurate, and up-to-date information on the efficiency, 
vulnerability, and effectiveness of departmental programs. 

Office of Investigations 

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative 
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and 
of unjust enrichment by providers. The investigative efforts of OI lead to criminal 
convictions, administrative sanctions, or civil monetary penalties. The OI also oversees 
State Medicaid fraud control units, which investigate and prosecute fraud and patient abuse 
in the Medicaid program. 

Office of Counsel to the Inspector General 

The Office of Counsel to the Inspector General (OCIG) provides general legal services to 
OIG, rendering advice and opinions on HHS programs and operations and providing all 
legal support in OIG's internal operations. The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
Department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
model compliance plans, renders advisory opinions on OIG sanctions to the health care 
community, and issues fraud alerts and other industry guidance. 
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DEPARTMENT OF HEALm & HUMAN SERVICES Office of Inspector General 

Office of Audit Services 
1100 Commerce, Room 632 
Dallas, TX 75242 

CommonIdentificationNumber: 

March 5,2003 

A-O6-02-00048 

Mr. RodneyGoodie 
ChiefExecutiveOfficer 
SaintHopeFoundation 
6200Savoy,Suite540 
Houston,Texas77036 

DearMr. Goodie: 

Thisreportpresentstheresultsof our reviewof expendituresreportedby the SaintHope 
Foundation(Foundation)for theperiodMarch 1,2001throughFebruary28,2002 under 
Title I of theRyanWhite ComprehensiveAIDS ResourcesEmergency(CARE) Act. We 
conductedthis reviewbasedon a requestby theSenateCommitteeon Financeto 
examinethestewardshipof RyanWhite funds. Theobjectiveof our reviewwasto 
determinewhetherthe FoundationspentRyanWhite Title I fundsin accordancewith 
Federalguidelines. 

Basedon our review,we determinedthattheFoundationprovidedservicesin accordance 
with thetermsof theTitle I grantawardandits contractswith Harris County,the 
HoustonEligible MetropolitanArea(EMA). Our reviewidentifieda few instances 
wherefinancialtransactionsdid not haveappropriatesupportingdocumentationor were 
accountedfor incorrectly. In addition,theFoundation'sFinal FinancialReport 
understatedexpendituresby $23,319whencomparedto theFoundation'sgeneralledger. 
We recommendthattheFoundationrefund$5,367for unsupportedexpenditures, 
reconcilethe$23,319differencebetweenthegeneralledgerandtheFinal Financial 
Report,andstrengthenaccountingproceduresto ensurethattheFoundation'sFinal 
FinancialReportsareaccurate. 

TheFoundationgenerallyagreedwith our findingsandrecommendations;however,the 
Foundationbelievesthat by reclassifyingtheunsupportedcoststo non-RyanWhite 
programs,no refundwould benecessary.TheFoundationalsoprovidedanexplanation 
for the$23,319differencebetweenthegeneralledgerandtheFinal FinancialReport,and 
will submita revisedFinal FinancialReportto theEMA reflectingthe adjustmentsmade 
basedon our findings. The explanationfor thedifference,however,will haveto be 
evaluatedby theEMA beforesuchadjustmentcouldbe accepted.The completetext of 
theFoundation'sresponseis includedasAppendixA. 
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INTRODUCTION 

BACKGROUND 

Ryan White CARE Act 

The U. S. Department of Health and Human Services, Health Resources and Services 
Administration (HRSA) administers the Ryan White CARE Act. The CARE Act 
supports a comprehensive framework for health care delivery, drug availability, and 
support and educational resources to address the needs of the Acquired Immune 
Deficiency Syndrome (AIDS) community and its service providers. The CARE Act’s 
objective is to improve access to a comprehensive continuum of high-quality community-
based primary medical care and support services in eligible metropolitan areas (EMA) 
that are disproportionately affected by the incidence of Human Immunodeficiency Virus 
(HIV) and AIDS. 

Title I of the CARE Act provides emergency assistance, in the form of formula grants, to 
EMAs most severely affected by the HIV/AIDS epidemic. Title I funds a wide range of 
community-based health services, including: outpatient treatment, rehabilitative services, 
home health and hospice care; and support services such as case management, housing, 
transportation assistance, and day/respite care. 

Houston Eligible Metropolitan Area 

The Houston EMA covers a six county area with an estimated 13,000 to 20,000 
individuals living with HIV/AIDS. For the period March 1, 2001 through February 28, 
2002, HRSA awarded the Harris County Office of Public Health and Environmental 
Services, the Houston EMA grantee, a Ryan White Title I grant totaling $19.3 million, 
which includes oversight of service provider performance and adherence to contractual 
obligations. For this period, the Houston EMA contracted with over 30 agencies to 
provide over 75 different service categories. 

Saint Hope Foundation 

The Saint Hope Foundation, a nonprofit organization, is one of the more than 30 agencies 
that contracted with the Houston EMA to provide services to individuals with HIV/AIDS 
disease during the period March 1, 2001 through February 28, 2002. During this period, 
the Foundation provided primary care, transportation, outreach and direct emergency 
financial assistance to 1,024 clients and reported total expenditures of approximately 
$1,281,077. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

The objective of our review was to determine whether the Foundation spent Ryan White 
Title I funds in accordance with the CARE Act and Federal guidelines. We audited the 
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program year that began on March 1, 2001 and ended February 28, 2002, during which 
the Foundation reported $1,281,077 in expenditures. 

To accomplish the audit objective, we: 

•  Interviewed Foundation and EMA officials; 

• 	 Selected financial transactions and reviewed supporting documentation to verify 
the existence and accuracy of cost claims; 

• 	 Examined performance reports to assess procedures for meeting reporting 
requirements; and 

• 	 Performed a comparative analysis of the Foundation’s general ledger and 
financial reports submitted to the EMA. 

Our review was conducted in accordance with generally accepted government auditing 
standards. Our review of the Foundation’s internal controls was limited to steps needed 
to accomplish our objective. We performed our fieldwork from April to June 2002 at the 
Foundation and EMA offices in Houston, Texas, and our field office located in Austin, 
Texas. 

FINDINGS AND RECOMMENDATIONS 

The Foundation Provided Program Services to People with HIV Disease 

The Foundation provided services in accordance with the terms of the Title I grant award 
and the contracts with the EMA. Generally, its cost associated with providing these 
services were allowable, allocable and adequately supported. As noted below, we 
identified a few accounting issues that require corrective action, including one involving 
unsupported costs totaling $5,367 that should be refunded. 

Incorrect Accounting Procedures Used for a Few Transactions 

We identified a few instances where financial transactions did not have appropriate 
supporting documentation or were accounted for incorrectly. 

Claims Totaling $5,367 Were Not Adequately Supported 

The Office of Management and Budget Circular A-122, entitled, Cost Principles for Non-
Profit Organizations, Attachment A (2) (g), states that, in order for costs to be allowable, 
costs must be adequately documented. Without adequate supporting documentation, we 
are questioning costs totaling $5,367, as follows: 

•  $3,581 of supplies for which no support was provided; and 
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•  $1,786 of office supplies for which inadequate support was provided. 

Because these items were not properly documented, we consider them to be unallowable 
costs. 

Transactions and Financial Reports Were Inaccurate 

During our audit, we encountered several transactions that were misclassified or 
inaccurately reported in the Foundation’s financial records. Further, the Foundation’s 
Final Financial Report submitted to the EMA for the year reviewed did not reconcile with 
the Foundation’s general ledger, which is the basis for the report, in that the Final 
Financial Report understated expenditures by $23,319. 

We determined that while the transactions in question were misclassified, our detailed 
examination of related supporting documentation revealed that the claims were 
allowable and their misclassification did not affect the cost claims involved. 

Our review of the financial expenditure report submitted to the EMA determined that the 
report did not reconcile with the Foundation’s general ledger. The general ledger 
indicated $1,304,396 in expenditures while the Foundation reported only $1,281,077 in 
expenditures to the Houston EMA. Because accurate reporting of transactions and proper 
reconciliation of financial reports are necessary for proper cost reporting, the Foundation 
should take steps to ensure that all accounting information is accurately recorded. 

Recommendations 

We recommend that the Foundation: 

1. Refund $5,367 to Harris County in its capacity as the Houston EMA; and 

2. 	 Reconcile the $23,319 difference between the general ledger and the Final 
Financial Report, and strengthen accounting procedures to ensure that transactions 
are reported accurately. 

Saint Hope Foundation Comments 

The Foundation generally agreed with our findings and recommendations. Regarding the 
$5,367 of unsupported costs, the Foundation responded that it would reclassify these 
costs as unrestricted non-Ryan White charges, and as a result, no refund would be 
necessary. The Foundation indicated to us that these adjustments have been made on its 
general ledger. 

Regarding the $23,319 discrepancy between the general ledger and the Final Financial 
Report, the Foundation responded that $17,499 related to final month payroll costs from 
the previous program year and $5,820 related to medical laboratory charges that should 
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havechargedin theprogramyearreviewed.TheFoundationindicatedthat it would 
submita revisedFinal FinancialReportto theEMA reflectingtheseadditionalcosts. 

Office of Inspector General Response 

AlthoughtheFoundationcanreclassifytheunsupportedcostsasnon-RyanWhite costs, 
the$5,367refundis still applicablesincetheFoundationhasalreadyreceived 
reimbursementfor thesecosts. Therefore,therevisedFinal FinancialReportshould 
showa reductionof Title I costsof $5,367. 

RegardingtheFoundation'sadjustmentsfor the$23,319differencebetweenthegeneral 
ledgerandtheFinal FinancialReport,theEMA will needto reviewthe supporting 
documentationrelatedto thesecostadjustmentsbeforeacceptingtheFoundation's 
revisedFinal FinancialReport. 

************* 

In accordancewith theprinciplesof theFreedomof InformationAct, 5 United States 
Code552,asamendedby Public Law 104-231,Office of InspectorGeneral,Office of 
Audit Servicesreportsaremadeavailableto thepublic to theextentinformation 
containedthereinis not subjectto theexemptionsof theAct. (See45 Codeof Federal 
RegulationsPart5). As such,within 10businessdaysafterthis reportis issued,it will be 
postedon theWorld Wide Web at httQ://oig.hhs.gov. 

To facilitateidentification,pleasereferto commonidentificationnumberA-06-02-00048 
in all correspondencerelatingto this report. 

Sincerely, 

L#~~1.}~
Gordon L. Sato 
RegionalInspectorGeneral 

for Audit Services 
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