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NDEPENDENT AUDITORS' REPORT 

M embers of the Board of Comm issioners 
St. Tam m any Parish Hospital Service 
District No. l : 

Felephone: (504) 581-2727 
Facsh-nile: (504) 561-7293 

W e have audited the accompanying consolidated financial statem ents of St. Tammany Parish Hospital 
Service District No. I of St. Tammany Parish, Louisiana (St. Tammany Parish Hospital) as of 
December 31, 1999 and 1998 and for the years then ended, listed in the foregoing table of contents. These 
financial statem ents are the responsibility of St. Tam m any Parish Hospital's m anagem ent. Our 
responsibility is to express an opinion on these financial statem ents based on our audits. 

W e conducted our audits in accordance with auditing standards generally accepted in the United States of 
Am erica and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Com ptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statem ents are free of m aterial 
m isstatement. An audit includes examining, on a test basis, evidence supporting the am ounts and 
disclosures in the financial statem ents. An audit also includes assessing the accounting principles used and 
significant eslim ates m ade by m anagem ent, as well as evaluating the overall financial statem ent 
presentation. W e believe that our audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all m aterial respects, the financia 
position of St. Tam m any Parish Hospital as of December 31, 1999 and 1998, and thc results of its 
operations and its cash flows for the years then ended in confom aity with accounting principles generally 
accepted in the United States of America. 

Our audits were conducted for the purpose of form ing an opinion on the basic consolidated financial 
statements for the years ended December 31, 1999 and 1998 taken as a whole. The supplemental 
schedules listed in the foregoing table of contents are presented for the purpose of additional analysis and 
are not a required part of the basic consolidated financial statem ents of St. Tammany Parish Hospital. 
These schedules are the responsibility of St. Tam m any Parish Hospital's m anagem ent. The supplem ental 
schedules on pages 13 through 17 have been subjected to the auditing procedures applied in our audit of 
the basic consolidated financial statem ents and, in our opinion, are fairly staled in all m aterial respects 
when considered in relation to the basic consolidated financial statem ents taken as a whole. The 
supplemental schedule on page 18 has not been subjected to the auditing procedures applied in our audit of 
the basic consolidated financial statements and, accordingly, we express no opinion on it. 

]n accordance with Government Auditing Standards, we have also issued our report dated April 17, 2000 
on our consideration of St. Tamm any Parish Hospital's internal control over financial reporting and our 
tests of its compliance with certain provisions of laws and regulations. That report is an integral part of an 
audit perfomaed in accordance with Government Auditing Standards and should be read in conjunction 
w ith this report in considering the results of our audit. 

April 17, 2000 

DeloitteTooehe 
Tohmatsu 



ST. TA M M A NY PA RISH HO SPITA L 

CONSO LIDATED BALANCE SHEETS 
DECEM BER: 31. 1999 AND 1998 (IN THOUSANDS 

A SSETS 

CURRENT A SSETS: 
Cash and ca,;h equivalents 
Investm ents 
Assets whose use is lim ited and required for current liabilities 

Paticnt accounts receivable 
Less allowance tor doubtthl accounts 
N et patient accounts receivable 

Inventories 
Prepaid expenses and other receivables 

Total cmTent assets 

A SSETS W IIOSE U SE IS IJM ITED : 
Under Bond indenture held by trustee for construction 
Under bond ordinances - held by trustee 
By board for capital im provem ents: 
Facility enhancem ents 
Routine ret-,laeem ents 
By board lbl professional and other liability claim s 
Total assets whose use is lim ited 

Less assets whose use is lim ited and required for current 
liabilities 

Total noncurrent assets whose use is lim ited 

PROPERTY, PLANT AND EQUIPM ENT: 
Land and im provem ents 
Buildings 
Equipment 
Construction in progress 
Less accum ulated depreciation and mnortization 

N et property, plant and equipm ent 

OTI IER A SSETS 

See notes to consolidated financial statem ents 
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1999 1998 

$ 517 
15,578 

525 

28,919 
._ _ _ (7,322) 

21,597 
1,598 
1,358 

41.173 

42,766 
4,165 

5,895 
3,000 
575 

56.401 

$ 1,481 
20,540 

718 

20,323 
(5,313) 
15,010 
1,445 
1,565 

40.759 

45,689 
4,189 

2,911 
2,000 
575 

55,364 

__  (5259 (718) 

55.876 54.646 

3,088 
30,995 
32,750 
9,615 

__ ~:32,637) 

43.811 

1.285 

2,703 
30,455 
30,477 
1,470 

(29,275) 

35.830 

1,345 



LIABILITIES AND FUND BALANCE 

CURRENT 1,1ABILYI'IES 
A ccounts payable and accrued expenses 
Accrued em ployee com pensation 
Accrued vacation 
Settlements due to M edicare and M edicaid interm ediaries 
Am ounts due within one year on long term debt 
Am ounts due w ithin one year on capital lease obligations 

Total current liabilities 

ACCRUED PI;'OFESSIONAL LIABILITY CLA1M S 

LONG-TERM DEBT, less unamortized issuance discount (1999 - 
$357; 1998 - $374) and unamortized loss on advance refunding 
(1999 - $1,814; 1998 - $1,925), and amounts due within one year 

1999 1998 

5,750 
3,258 
1,260 
3,183 
1,082 
374 

3,815 
2,079 
994 

4,291 
1,789 
356 

14,907 13,324 

834 598 

60,013 60,967 

CAPITAl. I,EASYi OBLIGATION S, less am ounts due within one year 204 579 

FUND BAI,AN CE 

- 3- 

66,187 57,112 



ST. TA M M A NY PA RISH HO SPITA L 

CO NSOLIDATF;D STATEM ENTS O F REVENUE, EXPENSES AND 
CHANG ES IN FUND BALANCE 
YEARS ENDED DECEM BER 31, 1999 AND 1998 tIN THOUSANDS 

REVENUE: 
N et patient service revenue 
O ther revenue 

Total revenue 

EXPEN SES: 
Salaries, w ages and benefits 
Supplies and other 
Provision for bad debts 
Professional and contractual services 
Depreciation and am ortization 
Interest 

Total expenses 

REVEN UE IN EXCESS OF EXPENSES 

FUND BALAN ('E AT BEGINNING OF YEAR 

FUN D BA LAN CE A T EN D O F Y EA R 

See notes to consolidated financial statem ents 
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1999 1998 

$ 92,746 
2,550 

$ 76,900 
3,542 

95,296 80,442 

44,914 
23,585 
6,245 
6,495 
4,044 
938 

36,442 
19,044 
4,972 
6,588 
4,040 
912 

86,221 71,998 

9,075 8,444 

57,112 48,668 

$ 66,187 $ 57,112 



ST. TA M M A NY PA RISH HO SPITA L 

CO NSOLIDATED STATEM ENTS O F CASH FLOW S 
YEARS ENDED DECEM BER 31, 1999 AND 1998 (IN THOUSANDS 

OPERATING ACTIVITIES: 
Revenue m excess of expenses 
Adjustments to reconcile revenue in excess of expenses 
to net cash provided by operating activities: 
Provision for bad debts 
Depreciation and am ortization 
Loss on disposal of equipm ent 
Interest expense 
Interest earned on investm ents 
Changes in operating assets and liabilities: 
Patient accounts receivable 
Inventories, prepaid expenses and other receivables 
Accounts payable and accrued expenses 
Accrued employee com pensation and vacation 
N et settlem ents due to M edicare and M edicaid 
interm ediaries 

Accrued proR:ssional liability claim s 

N et cash plovided by operating activities 

CAPITAL ANI) RFA.ATEI) FINAN CING ACTIVITIES: 
Purchase of property, plant and equipm ent 
N et proceed s fi'om issuance of long-term deht 
Early extinguishm ent of bonds payable 
Paym ent of bond issuance cost 
Principal payments on long-term debt and capital lease obligations 
Interest paym ents 

1999 1998 

$ 9,075 $ 8,444 

6,245 
4,044 

16 
938 

(1,411) 

(12,832) 
54 

1,935 
1,445 

(1,108) 
236 

4,972 
4,040 

912 
(1,512) 

(8,150) 
(822) 
1,010 
953 

(64) 
62 

8,637 9,845 

(12,041) 

(2,145) 
(751) 

(5,505) 
63,277 
(13,613) 
(1,366) 
(750) 
(912) 

Net cash (used in) provided by capital and related financing activities _ (14,937) 41,131 

INVESTIN G ACTIVITIES: 
N et change in assets whose use is lim ited 
Net change in investm ents 
Interest earn ed on investm ents 

Net cash plovided by (used in) investing activities 

DECREASE IN CASH 

CASH AND CASIt EQUIVALENTS AT BEGINNING OF YEAR 

CASII AND CAStt EQUIVALENTS AT END OF YEAR 

See notes to consolidated financial statem ents 
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(1,037) 
4,962 
1,411 

(45,458) 
(9,175) 
1~512 

5,336 (53,121) 

(964) (2,145) 

1,481 3~626 

$ 517 $ 1,481 



ST. TA M M A NY PA RISH HO SPITA L 

NOTES TO CO NSOLIDATED FINANCIAL STATEM ENTS 
YEARS ENDED DECEM BER 31, 1999 AND 1998 

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 

St. Tammany Parish Hospital (the Hospital) is owned and operated by St. Tammany Parish ttospital 
Service District No. 1 of St. Tammany Parish, Louisiana (a nonprofit corporation organized by the 
St. Tamm any Parish Police Jury under provisions of Chapter 10 of Title 46 of the Louisiana Revised 
Statutes of 1950). The Hospital is exempt from federal income taxes under Section 115 of the Internal 
Revenue (;ode. The governing authority of St. Tammany Parish Hospital Service District No. 1 (the 
District) is the St. Tammany Parish Hospital Board of Commissioners. The Police Jury appoints 
m embers of the Hospital Board of Com m issioners. 

The consolidated financial statements include fl~e Hospital, St. Tammany M edical Services (STM S) and 
St. Tammany Physician Network (STPN). STM S and STPN are corporations which are wholly owned 
by the tlospital. STM S and STPN are not, however, exempt from federal taxation. No incom e taxes 
were paid or owed for the years ended December 31, 1999 and 1998 by STM S or STPN . All m aterial 
intercom pany accounts and transactions have been elim inated upon consolidation. 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to m ake estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statem ents and the 
reported am ounts of revenues and expenses during the reporting period. Actual results could differ 
from those estim ates. 

The l tospital utilizes the proprietary fund m ethod of accounting whereby revenue and expenses are 
recognized on the accrual basis. Substantially all revenues and expenses are subject to accrual. 

Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 20, Accounting and 
Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary 
Fund Accounting, the H ospital has elected to apply the provisions of all relevant pronouncem ents of the 

Financia~ Accounting Standards Board (FASB), excluding those issued after November 30, 1989. 

Effective January 1, 1998, the llospital adopted the provisions of the Govern m ental Accounting 
Standards Board Statement (GASBS) No. 31, Accounting and Financial Reporting for Certa#t 
Mvestments and for External hwestment Pools. GASBS No. 31 requires that all investments be reported 
at fair value with gains and losses included in the statements of revenues and expenses. The effect of 
adopting this statem ent for the year ended December 31, 1998 was not m aterial to the financial 
statem ents. 

N et patient service revenue and the related accounts receivable are reported at the estim ated net 
realizable am ounts from patients, third-party payors, and others for serv ices rendered. The Hospital 
provides care to patients even though they m ay lack adequate insurance or m ay be covered under 
contractual arrangem ents that do not pay full charges. As a result, the Hospital is exposed to certain 
credit risks. The Hospital m anages such risk by regularly reviewing its accounts and contracts, and by 
providing appropriate allowances. 
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Inpatient acute care services and defined capital costs related to M edicare program beneficiaries are paid 
at prospectively determ ined rates per discharge. These rates vary according to a patient classification 
system thal is based on clinical, diagnostic, and other factors. Inpatient non-acute services and certain 

outpatient services rendered to Medicare beneficiaries are reimbursed on a cost basis subject to certain 
lim its. Inpatient services rendered to M edicaid program beneficiaries are paid at prospectively 
determ ined rates per diem ; reimbursement for outpatient services rendered to M edicaid program 
beneficiaries are reimbursed on a cost basis subject to certain limits. Retroactive cost settlements based 
upon annual cost reports are estim ated and included in net patient serv ice revenue. Final determ ination 

of anmunts to be ~eceived under cost reimbursement regulations is subject to review by program 
representatives. Retroactive adjustments are accrued on an estimated basis in the period the related 
services are rendered and adjusted in future periods as final settlements are determined or determinable. 

Th e tlospital provides care to patients who meet certain criteria under its charity care policy without 
charge oi at am ounts less than its established rates. Because the Hospital does not pursue collection of 
amounts determ ined to qualify as charity care, they are not reported as revenue. The Itospital maintains 
records to identify and monitor the level of charity care it provides to all of its qualifying patients. 
These records include the am ount of charges foregone for services and supplies furnished under its 
charity care policy. Th e Hospital provided charity care of $1,996,000 and $992,000 for the years ended 
December 31, 1999 and 1998, respectively, based upon charges foregone using established rates. 

Cash and cash equivalents include investm ents in highly liquid debt instrum ents and m oney m arket 
accounts with an original m aturity of three m onth s or less when purchased and exclude am ounts whose 
use is limited by board designation or under bond ordinances. 

Investm ents include investm ents in U .S. Governm ent and federal agency securities with an original 
maturity of greater than three m onths and are stated at fair market value which approximates cost or 
am ortized cost. 

Inventories arc valued at the m ost recent invoice price. This m ethod approxim ates the lower of cost 
(first-in, first-out method) or market. 

The llospital records all property, plant and equipment acquisitions at cost and provides fur depreciation 
using the straight-line m ethod in am ounts sufficient to am ortize the cost of its assets over their estim ated 
useful lives. Assets held under capital lease obligations are recorded at the present value of the 
m inimum lease paym ents and are included in equipm ent. Am ortization of leased assets is included in 
depreciation and am ortization expense. 

lnterest costs for the construction of certain long-term assets are capitalized and am ortized over the 
related assets' estimated useful lives. The tIospital capitalized net interesl costs of $785,000 and 
$356,000 for the years ended December 31, 1999 and 1998. 

2. CASll, CASII EQUIVALENTS AND INVESTM ENTS 

Deposits" - Louisiana Statutes require that all of the Hospital's deposits be protected by insurance or 
collateral. The m arket value of collateral pledged m ust equal 100%  of the deposits not covered by 
insurance. As of December 31, 1999 all of the Hospital's bank balances of deposit (including cash, 
money market accounts and certificates of deposit), were entirely insured or collateralized by 
investm ents held by the Hospital's third-party agent in the Hospital's nam e. 

lnvesm tem s - The IIospital m ay invest idle funds as authorized by Louisiana Statutes, as follows 

(a) Direct United States Treasury obligations, the principal and interest of which are fully guaranteed 
by th e govern m ent of the U nited States. 

- 7 - 



(b) United States government agency obligations, the principal and interest of which are fully 
guaranteed by the govern ment of the United States, or United States government obligations, the 
principal and interest of which are guaranteed by any United States govern m ent agency. 

(c) Direct security repurchase agreements of any federal book entry only securities enumerated in 
paragraphs (a) and Co). 

(d) Time certificates of deposit of state banks organized under the laws of Louisiana and national 
banks having their principal office in the state of Louisiana. 

(e) M utual or trust funds, which are registered with the Securities and Exchange Commission under 
the Security Act of 1933 and the Investm ent Act of 1940 and which have underlying investments 
consisting solely of and lim ited to securities of the United States governm ent or its agencies. 

The ttospital's investm ents are categorized below to give an indication of the level of risk assum ed at 
year-end. Category 1 includes investm ents that are insured or registered oi for which the securities are 
held by the Hospital or its agent in the Hospital's nam e. Category 2 includes uninsured and unrcgistcrcd 
investm ents for which the securities are held by the counterparty's trust departm ent or agent in the 
ltospital's nam e. Category 3 includes uninsured and unregistered investm ents for which the securities 
are held by the counter-party, or by its trust departm ent or agent, but not in the Hospital's name. 

Balances at December 31, 1999 were as follows (in thousands) 

Securities 
Type 

U . S. governm ent 
Federal agency 
CerfificaWs of deposit 
Cash and cash equivalents 

Total inw :stm enta 

Credit Risk Category 
1 

$ 
24,032 
1,016 

2 

$44,571 

2:36._.._ .._0_0 

3 

$ - 

$25,048 $ 46,93
.._ _ _ ~ 1 $_; 

3. H EALT][I IN SU IL~N CE PR O GR AM  REIM BUR SEM ENT 

Carry ing 
Am ount 

$44,571 
24,032 
1,016 
2,360 

$71,979 

The Hostfital participates in the M edicare and M edicaid program s as a provider of m edical services to 
program beneficiaries. D uring the years ended D ecember 31, 1999 and 1998, approxim ately 29.1%  and 
36.5% , respectively, of the Hospital's net patient service charges were furn ished to M edicare and 
Medicaid program beneficiaries. Revenue derived from the Medicare program is subject to audit and 
adjustment by the fiscal intermediary and must be accepted by the United States Department of Iluman 
Services before settlem ent am ounts becom e final. Revenue derived from the M edicaid program is 
subject to audit and adjustment by the fiscal intermediary and must be accepted by the Department of 
IIcalth and liospitals of the State of Louisiana before settlem ent am ounts becom e final. Estim ated 
settlements for M edicare through December 31, 1997 have been reviewed by program representatives. 
M edicaid program representatives have reviewed estimated M edicaid settlements through June 30, 1992 
and for the years ended June 30, 1994, June 30, 1995 and December 31, 1996. Net patient service 
revenue for the year ended December 31, 1998 has been increased by $646,000, to reflect the favorable 
appeal of the skilled nursing facility's routine serv ice cost lim its for the 1994-1997 M edicare cost 
reports. Additionally, as a result of information related 1o other M edicare and M edicaid contractual 
arrangem ents, the Hospital recorded changes in estimates and increased net patient service revenue for 
tbe years ended December 3 l, 1999 and 1998 by $1,539,000 and $898,000, respectively. W ith respect 
to the settlem ents for years subsequent to those reviewed by program representatives, m anagem ent does 

not anticipate any adjustments by program representatives that would have a material impact on the 
recorded M edicare and M edicaid settlements. 
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4. INVESTM ENTS AND A SSETS $VH OSE USE IS LIM ITED 

The details of investm ents and assets whose use is lim ited at D ecember 31, 1999 and 1998 arc as 
follow s: 

Investm ents: 
Federal agency securities 
Certificates of deposit 

Assets whose use is lim ited 
For capital im provem ents: 
Federal agency securities 

For professional and other liability claim s 
Certificates of deposit 

D ebt service and construction funds 
U .S. governm ent securities 
Cash 

Total investm ents and assets whose 
use is lim ited 

1999 1998 

(in thousands) 

$15,137 
441 

15,578 

$20,540 

20,540 

8,895 4,911 

575 575 

44,571 
2,360 
46~931 

49,878 

49,878 

in connection with the issuance of the Series 1998 ttospital Revenue and Refunding Bonds, the Itospital 
established a Debt Service Fund for the purpose of m aking paym ents of principal and interest on the 
bonds if funds available for paym ent of principal and interest were insufficient. The funds held by the 

Trustee in this account are subject to a prior lien in favor of the owners of the bonds. A Construction 
Fund w a,; also established in connection with the issuance in which funds are held by the Trustee for the 
financing of capital im provem ents. 

The tlospital is required to maintain a $100,000 certificate of deposit held by the W orkers 
Compensation Fund as collateral against its self-insured portion of workers com pensation claim s. This 
investment is recorded in assets whose use is limited for professional and other liability claim s. 

Also included in assets whose use is limited for professional and other liability claims is a $125,000 
certificate of deposit held by the State Treasurer's Office on behalf of the Louisiana Patients' 
Compensation Fund. The Hospital is required to m aintain this investm ent as collateral against its 
self-insured portion of professional liability claim s. 
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5. LO NG-TERM  DEBT 

The details and balances of long-term debt at December 31, 1999 and 1998 are presented below: 

1999 1998 

(In thousands) 

Hospital Revenue and Refunding Bonds, Series 1998, net of 
unamortized original issue discount of $357,000 and $374,000 
at December 31, 1999 and 1998, respectively $ 62,828 $ 64,571 

Certificate of Indebtedness, Series 1992, 8.0% , 120 
m onthly installm ents of $3,094 including interest 
($31,000 due in fiscal year 2000) 

Less am ounts due within one year 
Unam ortized loss on advance refunding 

81 

62,909 

(1,082) 
~ ~1,8A5) 

$60,013 

ll0 

64,681 

(1,789) 
, (1,925) 

.$_60,967 

The combined aggregate am ount of m aturities for all long-term debt for each of the next five years 
ending December 31 are as follows (in thousands): 2000 - $1,082; 2001 - $1,134; 2002 - $1,165; 2003 - 
$1,195; 2004 - $1,245 and thereafter- $57,445. 

llospital Revenue and Refunding Bonds, Series 1998 - On October 1, 1998, the Hospital issued 
$64,945,00(I of tax-exempt Hospital Revenue and Refunding Bonds, Series 1998 (the bonds) comprised 
of $25,840,000 of serial bonds and $39,105,000 of term bonds with a final m aturity of July 1, 2028. 
These bonds have stated interest rates ranging from 4.25%  to 5.00%  and are secured by a pledge of the 
ltospitaI's revenues. The bonds were issued at a discount of $379,000 and the discount is being 
am ortized over the life of the bonds using the interest m ethod. In connection with the issuance of the 
bonds, the tlospital is required to maintain a debt service coverage ratio (as defined by the Trust 
Indenture) of 110%. The bonds maturing on or after July 1, 2009 are subject to optional redemption 
prior to rnaturily at the option of the District on or after July 1, 2008, as a whole or in part at anytim e. 
The 1998 bonds were issued to advance refund the outstanding 1992 series bonds and to finance the 
acquisition and construction of improvements, renovations and extensions to the Hospital. The bond 
proceeds were utilized as follows: 

Escrow fund - 1992 series bonds 
Construction fund 
Debt service reserve fund 
Cost of issuance 
Original issue discount 

$14,721,698 
45,288,072 
3,189,864 
1,366,291 
379.075 

The escrow funds for the 1992 bonds were used to purchase U.S. Govern m ent securities and those 
securities were deposited in an irrevocable trust with an escrow agent to provide debt service paym ents 
until the serial bonds m ature or until the optional redem ption date of July 1, 2002. The advance 
refunding m et the requirem ents of an in-substance debt defeasance and the bonds were rem oved from 
the llospital's balance sheet. At December 31, 1999, 1992 refunded bonds outstanding were 
$13,612,500. 
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Certificate of Indebtedness, Series 1992 - During 1992, the Hospital issued a Certificate of 
Indebtedness in the am ount of $255,0001o acquire land for 'the purpose of future ttospital expansion. 
The certificate is secured by and payable solely from a pledge of excess annual revenue of the Hospital 

ltospRal Revenue Bonds, Series 1992 - ]n December 1992, the Hospital issued $14,755,000 of tax 
exempt 11ospital Revenue Bonds. In Octobel 1998, these bonds were advance refunded in conjunction 
with the issuance of the 1998 bonds as described above. As a result of this advance refunding of debt, 
the ltospital recorded a deferred loss on advance refunding of debt of $1,925,000 during 1998. This 
deferral is being amortized over 24 years (the remaining life of the 1992 bonds) using the effective- 
interest m ethod. 

6. CA PITA L A ND O PERA TING LEA SES 

Fulure m inimuna lease payments by year at December 31, 1999 under all capital lease obligations are as 
follows for the years ending December 31 (in thousands): 

2000 
2001 

Less imputed interest (interest rates range from 5.1% 'to 5.7%) 
Present value of future lease obligations 
Less am ounts due within one year 

Long-term portion of capital lease obligations 

$ 377 
227 

604 
(26~ 
578 

. (3741 

Leased assets included in equipment totaled $1,979,000 at December 31, 1999. Accumulated 
amortization was $1,421,000 at December 31, 1999. "]['he leased equipment collateralizes the capital 
lease obligations. 

Total rental expense incurred for all operating leases was $772,000 and $427,000 for the years ended 
December 31, 1999 and 1998, respectively. 

'7. EM PLOY EE BENEFIT PLANS 

The ltospital has a noncontributory defined contribution plan (Plan) that covers substantially all of its 
employees. The Plan allows for employees age 21 or older with one year of service (defined as 1,000 
hours of service in any one year) to participate. The Plan Agreement requires contributions to the Plan 
equal to 6% of the aggregate compensation of all participants. Participating em ployees with five or 
m ore years of service becom e 100% vested in their account balance. Em ployees term inating their 
em ploym ent prior to five years forfeit their account balance. 

Total payroll and covered payroll for all H ospital employees during the year ended December 31
, 1999 

totaled $36,247,000 and $24,639,000, respectively. Contributions during 1999 required by the Plan 
docum ent were $1,584,000, which represents approximately 6% of covered payroll. Required 
contributions paid by the Hospital were $1,520,000 during the year ended December 31, 1999. 

Pension expense included in salaries, wages and benefits related to the Plan described above 
approximates $1,574,000 and $1,116,000 for the years ended December 31, 1999 and 1998

, 

respectively. 



8. PROFESSIO NA L LIABILITY INSURA NCE 

The Hospital participates in the Louisiana Patients" Compensation Fund for medical malpractice claims. 
As a participant, the Hospital has a statutory limitation of liability which provides that no award call be 
rendered against it in excess of $500,000, plus interest and costs. The Fund provides coverage on an 
occurrence basis for claims over $100,000 and up to $500,000, The Hospital is self-insured for costs up 
to $100,000 per claim . 

The Hospital is involved in litigation arising in the ordinary course of business. Claims alleging 
malpractice have been asserted against the Hospital and are currently in various stages of litigation. It is 
the opinion of m anagement that estimated m alpractice costs resulting from pending or threatened litigation 
arc adequately accrued at December 31, 1999. Losses from asserted claims and from unasserted claims 
identified under the Hospital's incident reporting system are accru ed based on estimates that incorporate 
the Hosp:ital's past experience as well as other considerations including the nature of each claim or 
iucideut and relevant trend factors. Additional claims may be asserted against the Hospital arising from 
service provided to patients through December 31, 1999 that have not been identified under tile incident 
reporting system . The Itospital is unable to determine the ultimate cost of the resolution of such potential 
claims; h~wcver, management believes it has adequately provided for them . 

9. CO NCENTRATIONS OF CREDIT RISK 

The H ospital giants credit without collateral to its patients, m ost of whom are local residents and are 
insured under third-party payor agreements. The mix of receivables from patients and third-party payers 
at December 31, 1999 and 1998 was as follows: 

M edicare 
M edicaid 
Insurance/m anaged care 
Patients 
Other 
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1999 1998 

24 %  
5 
57 
5 

24 %  
8 
53 
6 
9 

]
_ .__

00 %  l O0 %  



ST. 3"AM M ANY PARISH HOSPITAL 

SUPPLEMENTAL 
YEARS ENDED D 

SCHEDULE - CONSOLIDATED DEPARTMENTAL CHARGES AND EXPENSES 
ECEMBER 31, 1999 AND 199B (IN THOUSANDS) 

ROUTINE SERVICES: 
M edical and surgical 
Intensive and coronary c~le 
Neonotal intensive care 
NurseD, 
Nursing ~dminis',r ation 
Skilled nursing facility 

ANCILLARY SERVICES: 
Ambulatory surgeD' 
Anes'd~esiology 
Cardiac catheter lab 
Cardiology 
(entral supply services 
Delivery room 
Em ergency room 
t ndoscopy 
Home supporl 
Hospice 
LaboraloLv 
i ,i'tholr ipsy 
M agnclic Resonance Imagi~k~ 
Nuclear medicine 
Occupational health 
Occupalional Iherapy 
Oncology 
Operaling and post anesfl esia care 
Pharmacy 
Physical therapy 
Puhnonar) rchab 
S3PN 
Radiology 
Renal dialysis 
Respiralor) lhcrapy 
Speech lhelapy 
Redi M ed 

('haril) care 
Contractual and olher Mlov, ances 
Nel patienl ser~ ice revenue 
6)tiler revenue 

Rt'venu~ in excess OJ'~2xpellsCS 

1999 
Charges 

Over (Under) 
Direct Direct Gross 

Charges Expenses Expenses Margin 

$ 12,123 
3,713 
1,664 
566 

,323 

$ 5,488 
1,740 
736 
125 
757 

1.121 

54.73 % 
53.14 % 
55.77 % 
77.92 % 

% 
15.

'

27 % 

1998 

Charges 

$ 10,027 
3,246 
1,591 
520 

charges 
Over(Under) 

Direct Direct Gross 
Expenses Expenses Margin 

$ 5,408 
1,723 
769 
418 
(7o5) 
162 

53,93%  
53,08 % 
48.33% 
80.38 % 

- % 
13,48% 

9,389 9,967 9,422 48.59% 16,586 8,811 7,775 46.88% 

24,524 
31,772 
2,823 
226 

4,597 
15,790 
343 

8,506 
353 
682 

141 
503 

"g~ ST~  

212 
179 

-'T43 ,~ )g 
61,9965 

(1013355 

2,550 
-

"-T279/7 

4,558 
7,657 
4,044 
938 

6,245 

$ 9,075 
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1,562 
] ,495 
2,816 
1,732 
823 

1,525 
2,475 
894 
617 
615 

2,700 
85 

1,156 
346 
429 
173 
88 

5,201 
3,245 
832 
65 

2,691 
2,541 
303 

],011 
97 
489 

-~ 3,3~6 
44,3~ - 116,655 

(992) 
(83,080) 

3,542 
36.125 

061 
696 
040 
912 
972 

65.85% 
7241% 
78.03 % 
7244 % 
92.54 % 
39.39 %  
48.32% 
82.98% 
25.21% 
65.12% 
81.39 %  
22.02% 
57.33% 
73.75 % 
2.28 % 
6135 %  

7;64~ 
8622 %  
65.83 % 
3750% 
17.30 % 
80.24 % 
0.00)% 
8662 % 
65.85% 
10.44 % 



ST. TAM M ANY PARISH HOSPITAL 

SUPPLEM ENTAL 
YEARS ENDED D 

SCHEDULE - 
ECEM BER 31 

CO NSOLIDATED PATIENT SERVICE CHARGES 

ROUTINE SERVICES: 
M edical and surgical 
Intensive and coronary care 
Neonatal intensive care 
Nursery 
Skilled nursing facility 

AN CILLARY SERV ICES: 
Am bulatory surgery 
Anesthesiology 
Cardiac catheter lab 
Cardiology 
Central supply services 
Delivery room 
Em ergency room 
Endoscopy 
Hom e support 
Hospice 
Laboratory  
Lithotripsy 
M agnetic Resonance lmaging 
Nuclear medicine 
Occupational health 
Occupational ~.herapy 
Operating and post 
anesthesia care 
Pharm acy 
Physical therapy 
Pulm onary Rehab 
STPN 
Radiology 
Renal dialysis 
Respiratory therapy 
Speech therapy 
Redi M ed 

1999 AND 1998 [IN THOUSANDS 

1999 
~-~lent To npatcen 

$ 10,614 
3,704 
1,664 
565 

__  
1~323 

$ 22 
3,329 
10,538 
2,185 
8,981 
2,388 
1,217 
1.140 

8,501 
8 

457 
554 

190 

14,056 
25,365 
1,559 

58 

3,755 
336 

7,626 
111 

$ 1,509 
9 

$ 6,130 
3,202 
5,712 
3,146 
2,204 
262 

4,560 
5,642 
946 

1,930 
9,017 
229 

3,113 
1,052 
463 
354 

10,468 
6,407 
1,264 
168 

4,597 
12,035 

7 
880 
242 
682 

$ 12,123 
3,713 
1,664 
566 

__  
1~323 

199B 
patient To patro n 

$ 8,717 
3,237 
1,591 
520 

_ ~ o2_ 

$ 1,310 
9 

$ 10,027 
3,246 
1,59l 
520 

_ _ ~1 202 

6,152 
6,531 
16,250 
5,331 
11,185 
2,650 
5,777 
6,782 
946 
1,930 
17,518 

237 
3,570 
1,606 
,163 
544 

24,524 
31,772 
2,823 
226 

4,597 
15,790 
343 

8,506 
353 
682 

$ 6 
2,702 
9,070 
1,845 
9,044 
2,223 
1,135 
974 

7,422 
4 

334 
384 

154 

2,519 
8,836 
1,41,1 

19 

3,223 
295 

6,927 
97 

$ 4,568 
2,717 
3,748 
2,626 
1,984 
293 

3,654 
4,278 
825 

1,763 
7,090 
105 

2,375 
934 
439 
294 

7,987 
4,715 
1,021 
85 

3,254 
9,638 

5 
628 
187 
546 

$ 4,574 
5,419 
12,818 
4,471 
11,028 
2,516 
4,789 
5,252 
825 

1,763 
14,512 

109 
2,799 
1,318 
439 
448 

20,506 
23,551 
2,435 
104 

3,254 
12,861 

300 
7,555 
284 
546 
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ST. TA M M A NY PA RISH HO SPITA L 

SUPPLEM ENTA L SCHEDULE - CONSOH DATED OTHER REVENUE AND 
CO NTRACTUAL AND OTHER ALLOW ANCES 
YEARS ENDED DECEM BER 31, 1999 AND 1998 (IN THOUSANDS) 

OTH ER REVEN UE: 
Interest earned on investm ents 
Cafeteria 
Vending m achines 
Special m eals 
Nutritional counseling 
Rental incom e 
M iscellaneous 
Capitated prem ium revenue 
D onations 
Loss on sale 
Rebates 
Com m unity education 

CONTRACTUAL AND OTHER ALLOW ANCES 
M edicare contractual allowances 
M edicaid contractual allowances 
O ther allowances 

- 15- 

1999 1998 

$ 1,512 
234 
81 
64 
104 
130 
119 

1,047 
31 

135 
85 

$ 36,460 
9,356 
55,919 

$31,033 
11,797 
40,250 
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ST. TA M M A NY PA RISH HO SPITA L 

SUPPLEMENTAL SCHEDULE - HOSPITAL STATISTICS (UNAUDITED) 
LAST FIVE YEARS 

Admissions, excluding newborn and SNF 

Patient days, excluding newborn  
and SNF: 
Regular 
M edicare and M edicaid 

Skilled nursing patient days 

Average length of stay, excluding 
newborns and SN F 

Births 

Operations 

X -ray diagnostic exam s 

Em ergency room  visits 

Outpatient visits 

Beds available: 
Adults and pediatrics 
Bassincls 
Skilled nursing 

Full-tinae equivalent employees 

1999 

8.759 

19,148 
16,269 
35.417 

1998 

7,571 

13,346 
16,240 
29,586 

1997 

6,124 

9,046 
15,669 
24,715 

1996 

5,056 

7,171 
13,404 
20,575 

1995 

5.144 

7,778 
14,933 
22,711 

6,606 6,012 4,453 4,217 4,235 

4.0 

1,195 

7,805 

47,112 

23,428 

92,452 

5,382 

126 
7 
24 

977 
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3.9 

1,127 

6,431 

40,148 

19,631 

75,835 

4,021 

114 
7 
24 

821 

4.0 

922 

4,702 

34,655 

17,900 

61,753 

2,642 

114 
7 
24 

716 

4.1 

767 

3,968 

29,153 

15,505 

49,270 

2.176 

102 
7 
16 

647 

4.4 

857 

4,076 

27,695 

15,808 

37,731 

1,713 

108 
7 
16 

692 



Deloitte & 
Touche ,e,~. 

Deloitte & Touche LLP ' " 
Suite 3700 
One Shell Square 
701 Poydras Street 
New Odeans. Louisiana 70139 3700 

Telephone: (504) 581 2727 
Facsim ile: (504) 561-7293 

INDEPENDENT AUDITO RS' REPO RT O N THE CO M PLIANCE AND O N INTERNAL 
CO NTRO L. OVER FINANCIAL REPORTING BASED UPO N THE AUDIT PERFO RM ED IN 
ACCO RDANCE W ITH G O VERNM EN T A UDITING STANDARDS 

M embers of the Board of Comm issioners 
St. Tam m any Parish H ospital Service 
District No. 1 : 

W e have audited the consolidated financial statements of the St. Tam m any Parish IIospital Service 
District No. I of St. Tammany Parish, Louisiana (St. Tammany Parish Hospital), as of and for the year 
ended December 31, 1999, and have issued our report thereon dated April 17, 2000. W e conducted 
our audit in accordance w ith auditing standards generally accepted in the United States of Am erica and 
the standards applicable to financial audits contained in Governm ent Auditing Standards, issued by the 
Com ptroller G eneral of the United States. 

Com pliance 

As part of obtaining reasonable assurance about whether St. Tammany Parish Hospital's financial 
statements are free of m aterial m isstatement, we perfornaed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grants, noncom pliance w ith which w ould have a direct 
and m aterial effect on the determ ination of financial statem ent am ounts. 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 that are 
required to be reported under Governmenl Auditing Standards. 

Intern al Control Over Financial Reporting 

In planning and perform ing our audit, we considered St. Tam m any Parish ttospital's internal control 
over financial reporting in order to deternline our auditing procedures for the purpose of expressing 
our opinion on the financial statem ents and not to provide assurance on the internal control over 
financial reporting. Our consideration of the internal control over financial reporting would not 
necessarily disclose all m atters in the intern al control over financial reporting that m ight be m aterial 
weaknesses. A m aterial weakness is a condition in which the design or operation of one or m ore of the 
internal control com ponents does not reduce to a relatively low level the risk that m isstatem ents in 
am ounts that would be m aterial in relation to the financial statem ents being audited m ay occur and not 
be detected within a tim ely period by employees in the norm al course of perform ing their assigned 
functions. W e noted no m atters involving the intern al control over financial reporting and its operation 
that we consider to be m aterial weaknesses. However, we noted other m atters involving the intern al 
control over financial reporting that we have reported to the m anagem ent of St. Tam m any Parish 
Hospital in a separate letter dated April 17, 2000. 

DeloitteTouche 
Tohmatsu 



]'his report :is intended solely for the inform ation and use of the Board of Com m issioners, 
m anagem enl, and the State of Louisiana Legislative Auditor and is not intended to be and should not 
be used by anyone other than these specified parties. 

A pril 17, 2000 
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Deloitte & 
Touche 

April 17, 2000 

M embers of the Board of Com m issioners 
St. Tam rn.~ny Parish 11ospital Service 
D istrict N o. ] : 

Deloitte & Touche LLP Telephone: (504) 581-2727 
Suite 3700 Facsim ile: (b04) 561-7293 
One Shell Square 
701 Poydras Streel 
New Orleans. Louisiana 70139-3700 

In planning and perfom aing our audit of the consolidated financial statem ents of St. Tam m any Parish 
Hospital Service District No. 1 of St. Tammany Parish, Louisiana (St. Tammany Parish Hospital) for 
the year ended December 31, 1999 (on which we have issued our report dated April 17, 2000), we 
developed the following recommendations concern ing certain matters related to its internal control and 
certain observations and recommendations on other accounting, administrative, and operating m atters. 
A dditionally, we have presented a sum m ary of our prior year recom m endations and the status of 
implem entation thereof. A description of the responsibility of m anagem ent for establishing and 

maintaining internal control, and the objectives and inherent limitations of internal control, is set forth 
in the attached Appendix, and should be read in conjunction with this letter. Our comments are 
presented in Exhibits I, II and IIl and are listed in the table of contents thereto. 

This report :is intended solely for the inform ation and use of the Board of Com m issioners, 
m anagem ent, others w /thin the organization and the State of Louisiana Legislative A uditor and is not 
intended to be and should not he used by anyone other than these specified parties. 

W e will be pleased to discuss these comments with you, and, if desired, to assist you in implementing 
any of the suggestions. 

Y ours truly, 

DeloitteTouChl~ 
Tohmatsu 
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INTERNAL CONTROL AND ADM INISTRATIVE AND OTHER M ATTERS 

FIXED ASSET DISPOSALS 

Observation 

EXH IBIT l 

The Hospital's fixed asset disposal policy requires departm ent head approval prior to disposal of fixed assets
. 

The policy states that an asset disposal form should be completed and approved by the appropriate 
departm ent head and then provided to Adm inistration and M aterials M anagem ent personnel for final 
approval. ]'he departm ent head should then contact Accounting to inform them of the disposal as well as the 
pertinent details related to the recording of the disposal. W hile performing our fixed asset testing

, w e 
selected three disposals. A completed asset disposal form with appropriate approvals could not be located for 
any of the selections. 

Recom m endation 

M ana gem em '_s R_ .esponse 

M anagem ent agrees with this recom m endation and has implem ented tighter controls to ensure proper 
approvals and docum entation of fixed assets is m aintained. 

IN FORM ATION SECURITY 

O bservation 

For the HBOC application, we reviewed five users who had left the hospital during the year and noted that 
three out of five still had active access to HI3OC. Term inated employees m ay have active User IDs in which 
they can exploit the system. In addition, transferred employees may have access to additional job functions 
that m ay comprom ise the segregation of duties. "lqais situation appears to exist because a term inated and 
transferred employee report is not being effectively utilized. 

M anapem ent's Re,nonce 



DAYS IN NET PATIENT ACCOUNTS RECEIVABLE 

Observation 

During the course of our audit, we noted that the Hospital's number of days of net patient revenue in net 
accounts receivable increased significantly over the prior year. An increase in days in accounts receivable 
has been seen throughout the healthcare industry due to increased business with slow paying m anaged care 
com panies as well as additional requests for information from M edicare which have slowed M edicare cash 
collections. M anagem ent has identified this trend and is taking steps to improve collections. D ays in net 
patient accounls receivable indicates the number of days of net patient revenue that a hospital has due from 
patient billings after all deductions. 

The following sets forth the Itospital's days of net patient revenue in net patient accounts receivable for the 
past four years: 

Days in N et Patient A ccounts Receivable 

P, eeom m endatio!! 

)ecem ber 3 
1999 

8
_ __ 5 

1998 1997 

66  

1996 

6~  

W e recommend that the Itospital continue to evaluate its current practices of monitoring accounts receivable 
collections in order to reduce the number of days in net patient accounts receivable which

, in turn, will 
improve cash flow of the ttospital. 

M ana~,em ent's R e~l~nnge 

M anagem ent is aw are of this situation and is currently assessing altern ative m easures to assist w ith 
collections of accounts receivable. The ltospital has increased its attempts to work with the larger managed 
care companies on a one-to-one basis to deveJop better relationships and determ ine ways to improve 
processing the claim s m ore tim ely. As of M arch 31, 2000, the Hospital's net patient accounts receivable days 
have declined to 76. 
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STATUS OF OUR PRIOR YEAR RECOM M ENDATIONS 

IN TERN AL CON TRO l, 

Corporate Com pliance Program 

Virus t'rotection 

Fixed Asset Records 

Backup Proc edures 
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Im plem ented 

X 

EXIIIBIT 11 

Partially Not 
Im plem ented Im plem ented 

X 

X 

X 



UPDATE OF OUR PRIOR YEAR RECOM M ENDATIONS 

CORPORATE COM PLIAN CE 

EXIIIBIT Ill 

Based on inquiries m ade during our audit, we understand a formal corporate compliance program has been 
developed and is cun'ently being implem ented throughout the organization to address Federal governm ent 
and industry initiatives related to addressing risk areas such as billing and reporting, hum an resources, 
environmental activities and tax reporting. 

Business Jm pa_ cI 

In recent years, the Departm ent of Justice has increased its scrutiny of the conduct of healthcare providers to 
ensure the>' are complying with applicable laws and regulations. A corp orate compliance program is an 
integral part of an organization's system of intern al controls. An effective corp orate compliance program can 
help nlanagem,:nt obtain reasonable assurance that the risk of noncompliance with applicable laws and 
regulations is being controlled or m itigated to an acceptable level. 

P, ecom m endati on 

M anagem ent has developed and is implem enting a corporate com pliance program to m eet the requirem ents 
set forth in the Office of Inspector General (OIG) Guidance with respect to M edicare billing and cost 
reimbursem en! laws and regulations. As the Itospital's corporate com pliance program is still relatively new 
m anagement should continually m onitor the program to ensure that its policies and procedures arc in 
accordance wfih the OIG guidelines including cun'ent interpretations and evolving guidance. 

M anaeem ent's ResDonse 

M anagem ent agrees with this recom m endation. The Corporate Compliance Com m ittee m eets quarterly to 
discuss issues and concern s. Currently, the Itospital is in the process of developing several audits and on-site 
training scssions to continually assess the operations of the ttospital and keep employees aware of potential 
com pliance issues. 

F1XED ASSET RECORD S 

Observation 

The llospital has not conducted a complete inventory of fixed assets in a number of years. W e understand 

that managcment has been considering such a project for sevcral years and has initiated plans to perform a 
physical fixed asset inventory in prior years. Certain departm ent invcntories took place in 1999. 

Recom m endation 

Complete and accurate fixed assets records are necessary to support am ounts claimed for reimbursement 
purposes and to assure adequacy of insurance coverage. A s is not practicable to perform a com plete physical 
count at a single point in tim e, such procedures should be perform ed on a departm ental basis as has begun in 

1999. The related detailed accounting records should be adjusted for the results of these procedures. 

- 4 - 



M anagem ent's Re~ onse 

The Hospital started conducting physical inventories of fixed assets during 1999. These inventories consisted 
of a departm ent by departm ent verification and docum entation of all fixed assets. This inventory is being 
reconciled with the Hospital's fixed asset records. W e expect this to be an ongoing project throughout the 
year 2000. 

BACKUP PROCEDURES 

Observalion[Backeround 

One of the 1 tospital's key prevention procedures against the loss of system generated information is the daily 
and m onthly backups of the llospital's inform ation on tapes. Th ese tapes would be used to restore the 
Hospital's inform ation when needed. However, the DG-UNIX and VAX VM S backups, while in place, have 
not been tested. The System 36 backups while in place have not been tested for a few years. 

Recom m endation 

The ttospital should consider testing the backups by restoring them in the test region of the respective 
platform s. The ltospital should get assurance that the backups will restore the Itospital's re form ation when 
necded. Also, inform ation system s m anagem ent m ay want to consider m aintaining a listing of the backup 
tapes detailing the contenls, location, etc. 

M an a gem en't'=,. Re spon se 

M anagem ent egrces with this recom m endation. The existing system s have been tested or are scheduled to be 
tested. 
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APPENDIX 

M ANAGEM ENT'S RESPONSIBILITY FOR, AND TH E OBJECTIVES AND LIM ITATIONS O F, 
INTERNAL CONTROL 

The following comments concerning management's responsibility for internal control and the objectives and 
inherent lim itations of internal control are adapted from the Statem ents on Auditing Standards & the 
Am erican Instil~te of Certified Public Accountants. 

M anaeem ent's Res~onsibilitv 

M anagem ent is responsible for establishing and m aintaining intern al control. In fulfilling this responsibility 
estimates and judgments by management are required to assess the expected benefits and related costs of 
controls. 

Obiectives 

The objectives of internal control are to provide management with reasonable, but not absolute, assurance that 
assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in 
accordance with m anagem enfs authorization and recorded properly to perm it the preparation of financial 
statem ents in accordance with generally accepted accounting principles. 

Lim itations 

Because of inherent lim itations in any intern al control, m isstatem ents due to errors or fraud m ay occur and 

not be detccted. Also, projection of any evaluation of internal control to future periods are subject to the risk 
lhat the internal control m ay becom e inadequate because of changes in conditions or that the degree of 
com pliance w ith the policies or procedures m ay deteriorate. 


