OFFICE OF THE COMPTROLLER
City OF ST. Louis

DARLENE GREEN : g Carnahan Courthouse Building
Comptroller Internal Audit Section 1114 Market St., Room 642
St. Louis, Missouri 63101
DR. KENNETH M. STONE, CPA (314) 622-4723

Internai Audit Executive Fax: (314) 613-3004

November 25, 2008

Ollie Stewart, Executive Director
Southside Wellness Center

3017 Park Ave.

St. Louis, MO 63104

RE: Review of Southside Wellness Center, Community Development Block Grant
(CDBG), Contract #07-10-02, CFDA #14.218 (Project #2008-CDA11)

Dear Ms. Stewart:

Enclosed is a report of our fiscal monitoring review of Southside Wellness Center, a not-
for-profit organization, CDBG, for the period May 1, 2007 through August 31, 2007.
The scope of a fiscal monitoring review is substantially less than an audit, and as such,
we do not express an opinion on the financial operations of the Southside Wellness
Center. Our fieldwork was completed on September 20, 2007.

This review was made under authorization contained in Section 2, Article XV of the
Charter, City of St. Louis, as revised, and has been conducted in accordance with the
International Standards for Professional Practice of Internal Auditing and through an
agreement with the City of St. Louis Community Development Administration (CDA) to
provide fiscal monitoring to all grant sub-recipients.

If you have any questions, please contact the Internal Audit Section at (314) 622-4723.
Sincerely,

Dr. Kenneth M. Stone CPA,

Internal Audit Executive

Enclosure

cc: Ms. Jill Claybour, Acting Executive Director, CDA
Ms. Lorna Alexander, Special Assistant for Development, CDA
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INTRODUCTION

Background

Contract Name: Southside Wellness Center

CFDA Number: 14.218

Contract Number: 07-10-02

Contract Period: May 1, 2007 through April 30, 2008
Contract Amount: $50,000.

This contract provided Community Development Block Grant (CDBG) funds to
Southside Wellness Center (Agency) for assistance in further development of programs
for the aged in the Southside St. Louis.

Purpose

Our purpose was to determine the Agency’s compliance with federal (including OMB
Circular A-133), state and local CDBG requirements for the period May 1, 2007 through
August 31, 2007 and make recommendations for improvements.

Scope and Methodology

We made inquiries regarding the Agency’s internal controls relating to the grants
administered by the Community Development Administration (CDA), tested evidence
supporting the reports the Agency submitted to CDA and performed other procedures
considered necessary. Our fieldwork was completed on September 20, 2007.

Exit Conference

We offered the Agency an exit conference on September 17, 2008, but the Agency
declined.

Management’s Response

Management’s responses to the observations noted in the report were received on
September 22, 2008, and have been incorporated into the report.
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CONCLUSION AND SUMMARY OF OBSERVATIONS

Conclusion

The Agency did not fully comply with federal (OMB Circular A-133), state and local
CDBG requirements.

Status of Prior Observations

This is the first year the Agency received CBDG funds, so there were no prior
observations.

A-133 Status
According to a letter received from the Agency, Southside Wellness Center did not
expended $500,000 or more in federal funds in its fiscal year ended December 31, 2007

and is not required to have an A-133 audit report.

Summary of Current QObservations

Recommendations were made for the following observations, which if implemented,
could assist the Agency in complying with federal (including OMB Circular A-133), state
and local CDBG requirements:

1. The Agency does not have adequate fidelity bonding.
2. The Agency did not file IRS Form 990.

3. The Agency did not have an indirect cost allocation plan.
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DETAILED OBSERVATIONS, RECOMMENDATIONS,
AND MANGEMENT’S RESPONSES

1. The Agency does not have Adequate Fidelity Bonding

It was noted that the Agency’s fidelity bonding policy for it employees has a coverage
of only $10,000. CDA policy guidelines, Section 2.6 of the CDA Operating Agency
Fiscal Procedures Manual, require all sub-recipients to have fidelity bonding
coverage of $10,000 for all personnel who work on the CDBG program. CDA also
requires that positions such as the chief executive officer, president, executive
director, or chief financial officer have a coverage of $25,000. Failure to maintain
adequate coverage could result in suspension or termination of the grant award.

Recommendation

We recommend the Agency comply with CDA guidelines and acquire the $25,000 in
bonding coverage for all of its officers.

Management’s Response

We will comply with recommendation.

2. The Agency did not File its IRS Form 990

The Agency’s IRS Form 990 had not been filed for its year ending December 31,
2006. The IRS requires all non-profit organizations with gross receipts of $25,000 or
more to file a Form 990 after the Agency’s fiscal/calendar year end. This report is
due on the 15" day of the month, five months following the year end. Under
Internal Revenue Code section 6652(c)(1)(A), a penalty of $20 a day, not to exceed
the smaller of $10,000 or 5% of the gross receipts of the organization for the year,
may be charged when a return is filed late; unless the organization can show that the
late filing was due to reasonable cause.

Recommendation

We recommend the Agency file its IRS Form 990 for its year ending December 31,
2006 and implement controls to monitor and ensure future filings are submitted in a
timely manner.
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DETAILED OBSERVATIONS, RECOMMENDATIONS,
AND MANGEMENT’S RESPONSES

2. Continued...

Management’s Response

We will comply with recommendation, noting that the fiscal year/tax year in June 30.
Form 990 EZ for year ending 06/30/07 has been filed.

3. The Agency did not have an Indirect Cost Allocation Plan

The Agency is reimbursed for the costs incurred for units of services it provides to its
clients. The Agency did not maintain documentation supporting the make-up of the
cost of a “unit of service™ as required by Section D.1.a. of the OMB Circular A-122,
Cost Principles for Non-Profit Organizations - Indirect Coast allocation Plan.

OMB Circular A-122, Cost Principles for Non-Profit Organizations, establishes
principles for determining costs of grants, contracts and other agreements with non-
profit organizations.,

The agency is in non-compliance with the federal cost principles for non-profit
organizations which may result in suspension or termination of the federal award.

Recommendation

We recommend the Agency review the OMB A-122 circular, and prepare an indirect
cost allocation plan, or repay the $15,720 drawn down through August 31, 2008. The
Agency should submit a check to the Comptroller’s Office/Federal Grants Section
1114 Market St. #608, St. Louis, MO 63101. Include your account and center
number in the memo section

Management’s Response

We will explore an indirect cost allocation methodology and will comply with all
recommendations.
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