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The Board of Comm issioners 
Hospital Service D istrict No. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M emorial Hospital 

W e have audited the accompanying balance sheets of Hospital Service District No. 1 of East Baton Rouge 
Parish, Louisiana (d/b/a Lane M emorial Hospital), a component unit of the City-Parish of Baton Rouge, as of 
June 30, 1999 and 1998, and the related statem ents of operations, changes in fund balances, and cash flows 
for the years then ended, These financial statements are the responsibility of the Hospital's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards 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 audits to obtain reasonable assurance 
about whether the financial statements are free of m aterial m isstatement. An audit includes exam ining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significan t estimates m ade by m an agem 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, the financial statements referred to above present fairly, in all material respects, the financial 
position of Hospital Serv ice District No. l of East Baton Rouge Parish, Louisiana (d/b/a Lane M emorial 
Hospital) as of June 30, 1999 and 1998, and the results of its operations and its cash flows for the years then 
ended in conformity with generally accepted accounting principles. 

In accordan ce with Government Auditing Standards, we have also issued our report dated September 23, 1999, 
on our consideration of the Hospital's intern al control over finan cial reporting an d our tests of its complian ce 
with certain provisions of laws, regulations, contracts, and grants. 

Baton Rouge, Louisiana 
September 23, 1999 

Baton Rouge ' Donoldsonvi(le ' Gonzoles " New Orleoas ~ St Francisville 
Assoc;o~cJ Ofl;ce~ in Print;pal Citie~ o{ fhe Onifecl Sto/e~ 



l'ostlc|hw aite & Nc|lervillc 
A Professional Accounlln9 Corporation 

8550 United Plaza Blvd., Suite 1001 ~ Baton Rouge, Louisiana 70809 
Telephone (2251 922-4600 ~ FAX (225) 922-4611 

NDEPENDENT AUDITORS' REPORT ON COM PLIANCE AND 
O N INTERNAL CO NTRO L O VER FINANCIAL REPORTING 

BASED O N AN A UDIT O F TH E G ENERA L PURPO SE FINANCIAL STATEM ENTS 
PERFO RM ED IN ACCO RDANCE W ITH GO VERNM EN TA UDITIN G STANDARD S 

The Board of Commissioners 
Hospital Service District No. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M em orial Hospital 

W e have audited the financial statements of Hospital Serv ice District No. 1 of East Baton Rouge Parish, 
Louisiana (d/b/a Lane M emorial Hospital), a component unit of the Cily-Parish of Baton Rouge, as of and for 
the years ended June 30, 1999 and 1998, and have issued our report thereon dated Septem ber 23, 1999. W e 
conducted our audits in accordance w ith generally accepted auditing standards and the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. 

Com pliance 

A s part of obtaining reasonable as suran ce about whether the Hospital's financial statem ents are free of m aterial 
m isstatem ent, we perform ed tests of its com pliance w ith certain provisions of laws, regulations, contracts, and 
grants, noncompliance with which could have a direct and material effect on the determ ination of financial 

statement amounts. However, providing an opinion on complian ce with those provisions was not the objective 
of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances 
of noncom pliance thai ar e required to be reported under Government Auditing Standards. However, we noted 
certain immalerial instances of noncompliance that we have reported to the Board of Comm issioners and 
m anagement of Lane M emorial Hospital in a separate letter dated September 23, 1999. 

Internal Control Over Financial Reporting 

In plan ning and perform ing our audits, we considered the Hospital's intern al control over financial reporting 
in order to determ ine our auditing procedures for the purpose of expressing our opinion on the financial 
statements and not 1o provide assurance on the intern al control over financial reporting. Our consideration of 
the internal control over financial reporting would not necessarily disclose all matters in the intem al control 
over financial reporting that m ight be m aterial weaknesses. A m aterial weakn ess is a condition in which the 
design or operation of one or m ore of the intern al control compo nents does no1 reduce to a relatively )ow level 
the risk that m isstatements in amounts that would be material in relation to the financial statements being 
audited may occur and not be detected within a timely 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. 
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This report is intended for the inform ation of the Board of Com m issioners, m anagem ent of Lane M emorial 
Hospital, and the Legislative Auditor of the State of Louisiana and is not intended to be an d should not be used 
by anyone other than these parties. However, this report is a m atter of public record, and its distribution is not 
lim ited. 

Baton Rouge, Louisiana 
September 23, 1999 
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H OSPITAL SERVICE DISTRICT No. 1 O F 
EAST BA TON RO UGE PARISH , LOUISIANA 

d/b/a LANE M EM ORIAL H OSPITAL 

BALANCE SH EETS 
.H JN E 30. 1999 A N D 1998 

CURRENT ASSETS 
Cash 
Certificates of deposit 
Short-term im ,estments 
Assets lim ited as to use 
Patient accounts receivable, net of allowances 
for doubtful accounts of $1,326,652 in 1999 
and $1,710,237 in 1998 

Estim ated third-party payor settlements 
Other receivables 
Inventories 
Other current assets 

Total current assets 

ASSETS LIM ITED A S TO USE 
Held by trustee in accordance with bond indentures 
Intern ally designated for future capital improvem ents 

Total assets lim ited as to use 

Less: am ounts required to meet current liabilities 
Noncurrent assets limited as to use 

PERTY A N 

OTHER ASSETS 
Deferred financing costs 

Total other assets 

TO TAL ASSETS 

I he accom panying notes are an integral part ot these statem ents 
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1999 1998 

5,419,091 
2,750,000 
2,707,732 
611.660 

7,420,222 
350,274 
85,123 
440,800 
154.358 

19.939.260 

500,095 
2.142.667 

5,417,871 
3,250,000 
3,056,531 
595,377 

5,373,381 
333,737 
173,516 
404,737 
228.406 

18.833.556 

478,505 
2.313.372 

2,642,762 2,791,877 

(611,660) 
2.031.102 

26.008.456 

71.290 
71_290 

$ 48.050.108 

(595,377) 
2.196.500 

24.977.246 

75.449 
75.449 

$ 46,082,751 



T 

L IA B IL IT IE S A N D F U N D B A L A N C E 

Current maturities of long-term debt 
Accounts payable 
Other current payables 
Estim ated third-party payor settlements 
Accrued expenses 
Payroll taxes payable 

Total current liabilities 

LO NG -TERM  D EBT. net of current m aturities 

Total liabilities 

UNRESTR1CTED FUND BALANCE 

TOTAL LIABILITIES AND FUND BALANCE 
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1999 1998 

450,000 
722,996 
717,191 

1,253,132 
847,243 
246.535 

$ 425,000 
1,026,287 
582,381 
825,000 
807,534 
272.104 

4,237,097 3,938,306 

6.835_000 

11,072,097 11,223,306 

36.978.011 34.859.445 

$ 48.050.108 $ 46.082.751 



Net patient service revenues 
Other operating revenues 
Total operating revenues 

H O SPITA L SERVICE DISTRICT No. 1 O F 
EAST BATON ROUGE PARISH, LOUISIANA 

d/b/a LANE M EM ORIAL HO SPITAL 

STATEM ENTS O F O PERA TIONS 
D 

Salaries 
Fringe benefits 
N on-m edical supplies 
M edical supplies 
Professional fees 
Contracted services 
Utilities 
Repairs and maintenance 
Insurance 
Depreciation and am ortization 
Interest expense 
Provision for doubtful accounts 

Ot her 
Total operating expenses 

NCO M E FROM  O PERA TIO NS 

NONOPERATING REVENUES 
Investm ent incom e 
Other nonoperating revenues 
Tota l nonoperating revenues 

EXCESS OF REVENUES OVER EXPENSES 

The accompan ying notes are an  integral part of th ese statem ents 
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1999 1998 

33,420,656 
4.411.304 
37,831,960 

16,768,499 
2,397,739 
1,248,857 
4,269,751 

1,796,864 
2,249,733 
682,511 
702,648 

554,003 
2,091,173 
103,835 

1,976,537 

1.699.046 
36.541.196 

$ 31,731,844 
3_050.090 

34.781.934 

15,367,340 

2,186,591 
1,242,902 

3,538,491 

1,675,867 
1,855,509 
659,935 

631,292 
476,789 

1,893,285 
109,008 

1,759,798 

1.266.793 
32,663,600 

1,290,764 2,118,334 

619,864 
207.938 
827.802 

$ 2,118,566 

719,291 
151.851 
871,142 

$ 2,989.476 



 

H O SPITAL SERVICE DISTRICT No. i O F 
EAST BATO N RO UGE PARISH , LO UISIANA 

d/b/a LANE M EM O RIAL HOSPITAL 

YEARS ENDED JUNE 30, 1999 A ND 1998 

Fund Balance at June 30, 1997 

Excess of revenues over expenses for 

tile year ended June 30, 1998 

Fund Balan ce at June 30, 1998 

Excess of revenues ovcr cxpeTl$cs for 
the year ended June 30, 1999 

Fund Balance at June 30 1999 

The accompan ying notes are an  mtegral part of th ese statements 
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$ 31,869,969 

2.989.476 

34,859,445 

2.118.566 

$ 36,978,011 
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HOSPITAL SERVICE DISTRICT No. 1 OF 
EAST BATON ROUGE PARISH , LO UISIANA 

d/b/a LANE M EM ORIAL H OSPITAL 

STATEM ENTS OF CASH FLOW S 
YEARS ENDED JU NE 30. 1999 and 1998 

Income from operations 
Interest expense considered capital financing 
activity 

Adjustments to reconcile income from operations to 
net cash provided by operating activities 
Depreciation an d am ortization 
Loss on disposals of property and equipm ent 
Provision for doubtful accounts 
Changes in operating assets and liabilities: 
Patient accounts receivable 
Estimated  third-party payor settlements 
Other receivables 
Inventories 
Other current assets 
Accounts payable and other current payables 
Accrued expenses and payroll taxes payable 
Net cash provided by operating activities 

SH FLOW S FRO M  CAPI 
FINANCING ACTIVITIES 

Acquisition of property and equipment 
Proceeds from sales of property and equipm ent 

Principal paid on long-term debt 
lutcrest paid on long-term debt 

Net cash used in investing activities 

C A~;H FLO W S FRO M  IN VESTING ACTIVITIES 
Proceeds from th e sales of certificates of deposit whose 
original maturities exceeded three month s 

Interest and dividends on investm ents 

Other nonoperating revenues 
Net cash provided by investing activities 

The accompanying notes are an  integral part of these statem ents 
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1998 

$ 1,290,764 $ 2,118,334 

103,835 109,008 

2,091,173 
61,495 

1,976,537 

(4,023,378) 
411,595 
88,393 

(36,063) 
74,948 

(168,481) 
14.140 

1.884,058 

(2,881,094) 

(425,000) 
(402,460) 

(3,708,554) 

950,000 

61~$64 
207.938 

1.777.802 

1,893,285 
76,027 

1,759,798 

(2,925,126) 
763,101 
30,009 

(33,219) 
(10,200) 
(89,824) 
3.209 

3.694_402 

(3,786,768) 
3,460 

(405,000) 
(422,512) 

(4,610,820) 

4,000,000 
719,291 

151.851 
4.871.142 



 

HOSPITAL SERVICE DISTRICT No. 1 OF 
EAST BATON RO UGE PARISH , LO UISIANA 

d/b/a LA NE M EM O RIAL H O SPITAL 

STATEM ENTS OF CASH FLOW S 
YEARS ENDED JUNE 30. 1999 and 1998 

Net increase(decrease) in cash and cash equivalents 

Cash and cash equivalents - beginning of year 

Cash and cash equivalents - end of year 

Reconciliation of cash and cash equivalents to the balance sheets 

Cash 
Certificates of deposit 

Short-term investments 
Cash and cash equivalents in assets lim ited as to use: 
Held by trustee in accordance with bond indentures 
Intern ally designated for future capital improvements 

Total cash and cash equivalents 

The accompan ying notes are an  integral part of these statem ents 
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1999 

(46,694) $ 3,954,724 

$ 10,769.585 

$ 5,419,091 
750,000 

2,707,732 

500,095 

1.392.667 

$ 10.769,585 

6.861.555 

$ 10.816,279 

$ 5,417,871 
1,000,000 

3,056,531 

478,505 

863.372 

$ 10.816,279 



 

H O SPITAL SERVICE DISTRICT No. 1 O F 
EA ST BA TO N RO UG E PA R ISH , LO U ISIA NA 

d/b/a LANE M EM O RIAL H O SPITAL 

NO TES TO TH E FINANCIAL STATEM ENTS 

Sum m ary of significant accountine nolicies 

Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana, d/b/a Lane M emorial Hospital, (the 
Hospital), is a not-for-profit healthcare organization located in Zachary, Louisiana. The Hospital, which was 
created by the Metropolitan Council of the City of Baton Rouge and the Parish of East Baton Rouge (City - Parish) 
on June 12, 1957, under the provisions of Chapter 10 of Title 46 of the Louisiana Revised Statutes of 1950, 
provides inpatient, outpatient, an d emergency care serv ices for residents of southern Louisiana and M ississippi. 

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 
Hospital has elected to apply the provisions of all relevan t pronouncements of the Finan cial Accounting Stan dards 
Board (FASB), including those issued after November 30, 1989, that do not conflict with or contradict GASB 
pronouncements. Such accounting and reporting procedures conform to the requirem ents of Louisiana Revised 
Statute 24:517, to the guidance set forth in the Louisiana Governmental Accounting Guide, and to the industry 
audit guide, Audits of Health Care Organizations published by the American Institute of Certified Public 
A ccountants. 

The significant accounting policies used by the Hospital in preparing and presenting its financial statem ents are 
sum m arized as follows: 

Financial reoortine entitx 

Statement No. 14 of the Governmental Accounting Standards Board (GASB), The Financial Reporting EntiO,, 
establishes criteria for determ ining the governm ental reporting entity and com ponent units that should be 
included within the reporting entity. 

Since the City-Par ish appoints all of the m em bers of the Hospital's Board of Com m issioners and has  the ability 
to impose its will on that organ iza tion, the Hospital is considered to be a component unit of the City-Parish of 
Baton Rouge, the financial reporting entity. The accom panying financial statem ents, however, present 
inform ation only on the funds m aintained by the Hospital and do not present inform ation on the City-Parish, 
the general govern ment serv ices provided by that govern m ental unit, or the other govern mental units that 
comprise the financial reporting entity . 

Additionally, the Hospital does not have any com ponents units, which are defined by GASB Statement No. 14 
as other legally separate organiza tions for which the elected officials are financially accountable. There are no 
other prim ary govern m ents with which the Hospital has a significant relationship. 

Fund accounting 

"Ihe Hospital utilizes the proprietary fund method of accounting whereby revenues an d expenses are recognized 

on the accrual basis. Substantially all revenues and expenses are subject to accrual. 
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H OSPITAL SERVICE DISTRICT No. 1 OF 
EAST BATON ROUG E PARISH, LOUISIANA 

d/b/a LAN E M EM O RIAL H O SPITAL 

NO TES TO TH E FINANCIAL STATEM ENTS 

1. Summary of significant accounting policies (continued) 

.Use of estim ates 

The preparation of financial statements in conform ity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent as sets 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 these estimates. 

Ca.~;h and cash eouivalents 

Cas h and cash equivalents includes all checking accounts, savings accounts, m oney m arket funds, certificates 
of deposit, and certain investm ents in highly liquid debt instruments w ith original m aturities of three m onths 
or less. 

nveslm ents and investm ent incom e 

Investments in equity securities with readily determ inable fair values and all investments in debt securities are 
carried at fair value. Interest, dividends, and gains and losses, both realized and unrealized, on investm ents in 
debt and equity securities are included in nonoperating income when earned. 

Realized gains and losses on dispositions are based on the net proceeds and the adjusted book value of the 
securities sold, using the specific identification m ethod. These realized gains and losses flow through the 
Hospital's yearly activities. 

Assets limited as to use 

Assets lim ited as to use primarily include assets held by trustees under indenture agreements and designated 
assets set aside by the Board of Comm issioners for future capital improvements, over which the Board retains 
control and may at its discretion subsequently use for other purposes. Amounts required to meet current 
liabilities of the Hospital have been reclas sified in the balance sheets. 

Allowance for doubtful accounts 

An allowance for doubtful accounts is established bas ed on management's as sessment ofcollectibility, current 
econom ic conditions, and prior experience. 



 

H O SPITA L SER VICE D ISTR IC T N o. 1 O F 
EAST BATO N RO UG E PARISH , LO UISIANA 

d/b/a LANE M EM O RIAL H O SPITAL 

NO TES TO TH E FINANCIAL STATEM ENTS 

1. Sum m ary of significant accountina oolicie 

Inventories 

(continued) 

Inventories, consisting primarily of medical supplies and drugs, are stated at the lower of cost (first-in, first-out 
method) or market. 

Pronertv and euuiom en 

Properly and equipment are stated at historical cost. Donated property is recorded at its estimated fair value on 
the date of receipt, which is then treated as cost. Additions, renewals, and betterments that extend the life of 
as sets are capitalized. M aintenance and repair expenditures are expensed as incurred. 

Depreciation has been provided using the straight-line method over the estimated useful lives of the related 
assets, which range from 2 to 40 years. 

W hen as sets are retired or otherw ise disposed of, the cost and related accum ulated depreciation are rem oved 
from the accounts, and any resulting gains or losses are recognized in the Hospital's yearly operations. 

Costs of borrow ing 

Interest cost incurred on borrowed funds during the period of construction of capital assets is capitalized as a 
com ponent of the cost of acquiring those as sets. Financing costs are am ortized over the period that the related 
obligation is outstanding. 

N et patient service revenue 

The Hospital has agreem ents w ith third-party payors that provide for paym ents to the Hospital at amounts 
different from its established rates. Payment arrangements include prospectively determ ined rates per discharge, 
reimbursed costs, discounted charges, and per diem payments. Net patient service revenue is reported at the 
estimated net realizable amounts from patients, third-party payors, an d others for serv ices rendered, including 
estimated retroactive adjustments under reimbursement agreements with third-party payors. Retroactive 
adjustments are accrued on an estimated basis in the period the related services are rendered and adjusted in 
future periods as final settlem ents are determ ined. 

Charity care 

The Hospital provides care to patients who meet certain criteria established under its char ity care policy without 
char ge or at rates substantially lower than its prevailing rates. Because the Hospital does not pursue collection 
of am ounts determ ined to qualify as  char ity care, such amounts are not reported as  revenue. 

- 12 - 
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H O SPITAL SERVICE DISTRICT No. 1 O F 
EA ST BATO N R O UG E PA R ISH , LO UISIA NA 

d/b/a LANE M EM ORIAL H OSPITAL 

NO TES I'O TH E FIN A NC IA L STAT EM ENTS 

Risk m anagem ent 

(continued) 

The Hospital is exposed to various risks of loss from torts; theft of, damage to, and destruction of assets; 

business interruption; errors and omissions; employees injuries and illnesses; and natural disasters. Commercial 
insurance coverage is purchas ed for claims arising from such matters. Settled claims have not exceeded this 
com mercial coverage during the past several years. The Hospital is self-insured for employee health and dental 
benefits. 

Incom e taxes 

As a local governm ental entity, the Hospital is exempt from federal and state income taxes. Accordingly, no 
provision for incom e taxes has been included in the financial statements. 

Reclassifications 

Certain reclassifications have been made on the 1998 financial statements to conform with the 1999 
presentation. 

2. N et natiem service revem le 

The Hospital has agreements with governmental and other third-party payors that provide for payments to the 
Hospital at amounts different from its established rates. Con~actual adjustments under third-party reimbursement 
program s represent the differences betw een the Hospital's billings at established rates for services and amounts 
reimbursed by third-party payors. A summary of the basis of reimbursement with third-party payors follows: 

M edicare - Inpatient acute care serv ices rendered to M edicare program beneficiaries are paid at prospectively 
determ ined rates-per-discharge that include defined capital costs. These rates vary according to a patient 
clas sification system that is bas ed on clinical, diagqostic, and other factors. Certain types of exempt inpatient 
serv ices and outpatient services related to M edicare beneficiar ies are paid bas ed upon a cost reimbursem ent 
m ethodology. The Hospital is paid for cost reimbursable item s at a tentative rate with final settlement 
determ ined atler subm ission of an annual cost report by the Hospital and an audit by the M edicare fiscal 
interm ediary. 

M edicaid - Inpatient services rendered to M edicaid program  beneficiar ies are reimbursed at a prospectively 
determ ined rate-per-diem that includes capital costs. Certain types of outpatient services are paid based upon 
a cost reimbursem ent m ethodology. The Hospital is paid for cost reimbursable item s at a tentative rate with 
final settlement determ ined after subm ission of an annual cost report by the Hospital and an audit thereof 
by the M edicaid fiscal interm ediary . 
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H O SPITA L SERVICE DISTRICT No. 1 O F 
EAST BATO N RO UG E PARISH , LO UISIANA 

d/b/a LANE M EM O RIAL H O SPITAL 

Net patient service revenue (continued) 

The Hospital has also entered into agreements with certain commercial insurance carriers, health maintenance 
organizations, and preferred provider organizations. Payment methodologies under these agreements include 
prospectively de'term ined rates per discharge, discounts from established charges, and prospective|y determined 
daily rates. 

Amounts receivable or payable under reimbursement agreements with the M edicare and M edicaid programs are 
subject to examination and retroactive adjustments. Provisions for estimated retroactive adjustments under such 
programs are provided for in the period the related services are rendered and adjusted in future periods as final 
setllem ents are determ ined. 

Presented below is a sum m ary of net patient service revenues for the years ended June 30, 1999 and 1998 

G ross patient serv ice revenue 

Less: Provision for contractual adjustments 
Net patient serv ice revenue 

__  
1999 1998 

$ 61,976,681 
( 28,556,025) 
$_~ 33A20.656 

3. Cash and investm ents 

At June 30, 1999, the carry ing value of the Hospital's deposits were as follows 

Petty cash 
D em and deposit accounts 
Certificates of deposit 
Short-term investm ents 

$ 55,305,997 
( 23,574,153) 
$_ _3~ 2E1~844 

1999 1998 

$ 3,000 
6,108,759 
4,200,000 
3,207,826 

$ 13.519.5~  

$ 2,800 
5,528,443 
5,450,000 
3,535,036 

~_ 14.516.279 

Under state law, these deposits m ust be secured by either federal deposit insurance or by the pledge of securities 
owned by a fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance m ust 
at all times equal or exceed the amount on deposit with the fiscal agent bank. At June 30, 1999, the Hospital had 
$10,362,755 in deposits (collected bank balances). Of these bank balances, $328,672 was covered by federal 
depository insurance, and the remainder was secured by collateral owned by the fiscal agent bank. 

Under Louisiana Revised Statutes 39:1271 and 33:2955, the Hospital may deposit funds in dem and deposit 
accounts, interest-bearing demand deposit accounts, money market accounts, and time certificates of deposit with 
state banks organized under Louisiana law and national banks having principal offices in Louisian a. Additionally, 
Louisiana statutes allow the Hospital to invest in direct obligations of the U .S. Governm ent, federally insured 
instruments, guaranteed investment contracts issued by certain financial institutions, and m utual or trust funds 
registered with the Securities and Exchange Commission. 
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H O SPITAL SERVICE DISTR ICT No. 1 O F 
EAST BATO N RO UG E PARISH , LO UISIANA 

d/b/a LANE M EM O RIA L H O SPITA L 

N TS 

4. Property and equipm ent 

Net properly and equipment at June 30, 1999 and 1998 consisted of the following 

Land and land improvements 
Buildings 
Fixed equipment 
M ovable and other equipment 
Physicians' office buildings 
and equipm ent 

Less: accum ulated depreciation 

Construction-in-progress 
Properly and equipm ent, net 

1999 1998 

$ 1,569,045 
21,508,187 
3,715,912 
16,245,847 

2,257,416 
45,296,407 

( 20,585,847) 
24,710,560 
1,297,896 

~ 6~008.456 

$ 1,569,297 
20,100,085 
3,844,141 
14,996,794 

2,184,800 
42,695,117 

( 18,631,583) 
24,063,534 

913,712 

$=~ 4.977.246 

Depreciation expense amounted to $2,087,014 and $1,889,859 during the years ended June 30, 1999 and 1998 
respectively. 

Additions to properly and equipment included approximately $298,000 and $313,000 of capitalized interest during 
the years ended June 30, 1999 and 1998, respectively. Total interest costs incurred before recognition of these 
capitalized amounts were $402,460 and $422,512 during the years ended June 30, 1999 and 1998, respectively. 

Construction contracts of approximately $940,000 existed for the construction of phase 11 of the medical offi ce 
complex. At June 30, 1999, the remaining comm itment on these contracts totaled approximately $100,000. 
Subsequent to June 30, t 999, the Hospital signed a contract for approximately $2,630,000 for the construction of 
an acute rehabilitation unit. 
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5. Long-term  Debt 

A sum mary of long-term debt at June 30, 1999 and 1998 is as follows 

1999 1998 
Hospital Revenue and Refunding Bonds (Series 1996); 
interest rates ranging from 4.75%  to 5.60% ; due in 
varying semi-an nual installments through 02/01/11 ; 
secured by the operating revenues of the Hospital and 
additional property as defined in the trust indenture. $ 7,285,000 $ 7,710,000 

Less: current m aturities 
Long-term debt, net of current maturities 

( 450,000) 
$ 6.835.01)0 

( 425,000) 
$ ~ 2 _8_5~9_9D 

The amortization expenses related to the bonds totalled $4,159 and $2,631 during the years ended June 30, 1999 
and 1998, respectively. 

The outstanding bonds are scheduled to mature as follows 

Y ear ending 
June 30,__  

2000 
2001 
2002 
2003 
2004 

Thereafter 

Less: current portion of long-term debt 
Total long-term debt, net of current m aturities 

Am ount 

$ 450,000 
475,000 
500,000 
525,000 
550,000 

4,785,000 
7,285,000 

( 450,000) 
$ 6.83A,0R0 

As part of the Bond agreem ent, the Hospilal has  agreed to comply w ith various covenants. The covenan ts consist, 
primarily, of reporting and audit requirements, insurance coverage, restrictions on additional debt, maintenance 
of various deposit accounts, and other administrative requirements. The Hospital was in compliance with all of 
the applicable covenan ts at June 30, 1999. 
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The Hospital has a self-insured retention of$100,000 per claim for its coverage of professional liability; additional 
coverage is provided by the Louisiana Patient's Compensation Fund for the next $400,000 of professional liability 
up to the present statutory maximum of $500,000 per claim (exclusive of additional amounts for future medical 
expense provided by law). 

The Hospital also has a $100,000 self-insurance retention for its coverage of general liability with a limit of 
$1,000,000 per occurrence and with no annual aggregate. An additional umbrella excess general liability policy 
provides additional excess coverage of $9,000,000 difference per occurrence and $9,000,000 per annual aggregate. 

The Hospital is also self-insured for m edical, dental, and workers' compensation claim s up to predeterm ined stop- 
loss amounts. Claim s in excess of the stop-loss am ounts are insured through com m ercial insurance carriers. The 
Hospital has reflected its estimate of the ultimate liability for known and incurred but not reported claims in the 
accom panying financial statem ents. 

Pension plan 

The Hospital sponsors the Lane Memorial Hospital Retirement Plan (the Plan), a contributory defined benefit 
pension plan, in an attempt to provide retirem ent and death and disability benefits to substantially all of its 
em ployees. 

Plan Description. All employees who have at least two years of continuous service and have worked an average 
of 20 or more hours a week are eligible to join the plan on its next anniversary date. Employees who retire at or 
after the age of 62 are entitled to a retirem ent benefit, payable m onthly for life, equal to 1.5 percent of their 
monthly earnings for the highest 3 an niversary dates preceding retirement or term ination for each year of creditable 
serv ice. Plan benefits vest on a graded scale beginning at 25% for 5 years of service and increas ing 5% per annum 
for each of the next 5 years and 10%  per annum for each of the following 5 years. 

Employees leaving employment after five years of creditable serv ice but before attaining retirement age are entitled 
to benefits upon reaching retirement age equal to their accrued benefits upon term ination of em ployment. The Plan  
also provides death and disability benefits. 

The Plan issues an annual publicly available financial report that includes financial statements and required 
supplementary inform ation, including 10-year historical trend inform ation. The report may be obtained by writing 
to Lane M emorial Hospital, 6300 M ain Street, Zachary, Louisiana 70791, or by calling (225) 658-4000. 

Funding Policy. Employees are required to contribute 1.00% of their monthly earnings up to $400 plus 2.00% 
of their monthly earnings in excess of $400. The Hospital's total payroll totalled $16,768,499 and $15,367,340 
during the years ended June 30, 1999 and 1998, respectively, and covered payroll (compensation paid by the 
Hospital to active employees covered by the Plan  on which cona'ibutions to the Plan are based) totalled $9,017,825 
and $9,829,633 during the years ended June 30, 1999 and 1998, respectively. 
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The Hospital is required to contribute the actuarially determ ined amounts necessary to fund norm al costs plus an 
additional amount necessary to am ortize unfunded past service costs over a 20-year period (from the date that the 
past service cost was first recognized). The Hospital, however, is not allowed to contribute more than the amount 
necessary to achieve a ratio of "actuarial value of as sets" to the "present value of accrued benefits" of 150% 
determ ined as of the beginning of the Plan year. No contributions were made during the either the year ended June 
30, 1999, or the year ended June 30, 1998. 

Significant actuarial as sumptions used to compute the contribution requirements are the same as those used to 
com pute the standardized m eas ure of the pension benefit obligation. 

Funding Status. The amount shown below as a pension benefit obligation was determ ined as part of an actuarial 
valuation as of June 30, 1999 as a standardized disclosure m easure of the present value of pension benefits, 

adjusted for the effects of projected salary increases estimated to be payable in the future as a result of employees 
service-to-date. The measure is the actuarial present value of credited projected benefits and is intended to help 
users as sess the Plan's funding status on a going-concern basis, assess progress made in accumulating sufficient 
assets to pay benefits when due and make comparisons with other plans. The measure is independent of the 
actuarial funding methods used to determ ine contributions to the Plan. 

Assum ptions used in accounting for the net periodic pension cost were as  follows 

D iscount rates 
Rates of increase in com pensation levels 
Expected long-term rate of return on as sets 

1999 

8.00%  
4.00%  
8.00%  

1998 

8.00% 
4.00% 
8.00%  

The Hospital had no annual required contribution, annual pension cost or net pension obligation at June 30, 1999 
and 1998 as  calculated under GA SB 27 "Accounting for Pensions by State and Local Govern mental Em ployers". 

Plan as sets consist principally of cas h equivalents, equity securities, and fixed incom e funds. 
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8. Business and credit concentrations 

Financial instruments which potentially subject the Hospital to concentrations of credit risk consist principally of 
unsecured accounts receivable and temporary cash investm ents. 

The Hospital grants credit to patients, substantially all of whom are local residents. The Hospital generally does 
not require collateral or other security in extending credit to patients; however, it routinely obtains assignment of 
(or is otherwise entitled to receive) patients' benefits payable under their health insurance programs, plans, or 
policies (e.g., M edicare, M edicaid, Blue Cross and commercial insurance policies). 

The m ix of receivables from patients and third-party payors at June 30, 1999 and 1998, were as follows 

M edicare 
M edicaid 
Com m ercial insurance com panies 
Health m aintenance organizations 
Self-pay patients and other 

9. Other oneraline revenues 

1999 1998 

20.22 %  
5.36 
30.85 
11.04 
32.53 
100.00~/~_ 

23.29 %  
3.36 
33.71 
6.82 
32.82 
100.00~~ _ 

O ther operating revenues recognized during the years ended June 30, 1999 and 1998 consisted of the follow ing 

Contract services 
Satellite revenues 
Cafeteria revenues 
Physician serv ices 
Other 
Total other operating revenues 

10. Com m itm ents and continuencies 

1999 1998 

$ 656,027 
3,232,946 
301,667 
107,870 
112,794 

$ 4~11.304 

$ 831,422 
1,758,541 
282,026 
77,041 
101,060 

The Hospital is involved in various legal actions and claim s that ar ose as  a result of events that occurred in the 
norm al course of operations. The ultim ate resolution of these m al~ers is not ascertainable at this time; however, 
management is of the opinion that an y liability or loss in excess of insurance coverage resulting from such litigation 
will not have a material effect upon the financial position of the Hospital. Accordingly, no provision has been made 
in the financial statem ents related to these claim s. 
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INDEPENDENT AUDITORS' REPORT 
O N SUPPLEM ENTAL INFO RM ATION 

The Board of Com m issioners 
Hospital Service District No. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M em orial Hospital 

Our independent auditors' report on the financial statements of Hospital Service District No. I of East Baton 
Rouge Parish, Louisiana (d/b/a Lane M emorial Hospital) as of and for the year ended June 30, 1999, appears 
on page 1. O ur audit was m ade for the purpose of form ing an opinion on the financial statem ents as a whole. 
The required supplemental schedules conlained on pages 21 and 22, which are also the responsibility of the 
Hospital's management, are presented for purposes of additional analysis and are not a required part of the 
basic financial statements. Such additional information has been subjected to the auditing procedures applied 
in the audits of the basic financial statements, and in our opinion, is fairly presented in all material respects 
in relation to the basic financial statem ents taken as  a whole. 

The year 2000 supplem entary inform ation on page 22 is not a required parl of the basic financial statements. 
W e have applied certain lim ited procedures, which consisted principally of inquiries of m anagem ent regarding 
the m ethods of m easurem ent and presentation of the supplem entary inform ation. However, we did not audit 
the information and do not express an opinion on it. In addition, we do not provide as surance that Lane 
M em orial ttospital is or w ill becom e year 2000 com pliant, that the H ospital's year 2000 rem ediation efforts 
will be successfu~ in whole or in part, or that the parties with which the Hospital does business are or will 
becom e year 2000 com pliant. 

a 

r 

Baton Rouge, Louisiana 
Septem ber 23, 1999 
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SCH EDULE O F BO ARD O F CO M M ISSIO NERS AND SALAR IES 
Y EA R S END ED JU NE 30. 1999 A ND 1998 

Hubert C. Owens, M .D 

N ick Adam s 

Jerry Boudreaux 

Etla Kay Hearn 

Catherine Pourciau 

Robert W illiam s, Jr 

Steve Stein 

W illie E. Bowm an 
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1999 

$ 275 

275 

275 

300 

250 

275 

275 

$ 1.925 

1998 

$ 250 

275 

275 

250 

250 

250 

175 

75 

$ ~ LS~0 



 

H OSPITAL SERV ICE DISTRICT No. 1 O F 
EAST BATO N ROUG E PARISH, LO UISIANA 

d/b/a LANE M EM O RIAL H O SPITA L 

The year 2000 issue is the result of shortcom ings in m any electronic data processing system s and other 
electronic equipment that may adversely affect the govern ment's operations. 

The Hospital previously com pleted an inventory of its computer systems and other electronic equipm ent ahd 
determ ined that it needed to either modify or replace several pieces of this equipment so that its systems will 
function properly with respect to dates in the year 2000 and beyond. The Hospital subsequently either modified 
its existing equipment or purchased additional equipment which is believed to be year 2000 compliant and does 
not foresee having to expend any more funds relating to the Year 2000 issue. The Hospital is currently testing 
and validating its new equipm ent and softw are. 

W hile management believes that its planning efforts are adequate to address its Year 2000 concern s, there can 
be no guarantees that the systems of the Hospital or the systems of other companies on which the HospitaPs 
system s and operations rely, will be converted on a tim ely basis and that the Y ear 2000 issue will not have a 

m aterial im pact. 

- 22 - 



 



dependent Auditors' Reno 

Financial Statem ents 

Statem ents of Plan Net Assets 

C O N T E N T S 

Statem ents of Changes in Plan Net Assets 

Notes to Financial Statem ents 

Sut)nlem entarv Inform ation 

Schedule of Funding Progress 

Schedule of Employer Contributions 

Actuarial M ethods and Assumptions 

Com parative Sum m ary of Revenues by Source 
and Expenses by Type 

Page 

1 

2 

3 

4 -8 

9 

9 

10 - 11 

12 - 13 



Postlethw aitc & Ne|tcrville 
A Professlonal Accoonfln9 Corpo,ollotl 

8550 United Plaza Blvd, Suile 1001 ~ Balon Rouge, touisiQno 70809 
lelephot~e (2251 922 4600 - FAX (2251 922-4611 

www.pncpo.com 

The Board of Com m issioners 
Lane M em orial Hospital 
Retirement Plan 

W e have audited the accompanying statements of plan net assets of Lane M emorial Hospital Retirement 
Plan (the Plan) as of June 30, 1999 and 1998, and the related statements of changes in plan net assets for 
the years then ended. These financial statements are the responsibility of the Plan's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform the audits to obtain 
reasonable assurance about whether the financial statements are free of material m isstatement. An audit 
includes exam ining, on a test basis, evidence st]pporting the am ounts and disclosures in the fiuancial 
statem ents. An audit also includes assessing the accounting principles used and significant estim 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, the financial statem ents referred to above present fairly, in all material respects, the 
inform ation regarding the plan net assets of Lane M em orial Hospital Retirem ent Plan as of June 30, 1999 
aud 1998, and the changes therein for the years then ended in conform ity with generally accepted 
accounting principles. 

Our audits were made for the purpose of form ing an opinion on the financial statements taken as a whole. 
The supplem entary inform ation listed in the foregoing table of contents, which are also the responsibility 
of the m anagement of Lane M em orial Hospital Retirem ent Plan, are presented for purposes of additional 
analysis and are not a required part of the basic financial statements. Such additional information has been 
subjected to the auditing procedures applied in the audits of the basic financial statements, and in our 
opinion, is fairly presented in all material respects in relation to the basic financial statements taken as a 
whole. 

Baton Rouge, Louisiana 
October 28, 1999 

Bolon Rouge ' Donc~ldsonville ' Gonzoles ~ New Orlecms ~ St Francisvillc 
Associated o il;cos h, P,i.ciyol C;~;o~ of fl,~ UniSe~ S*ot.-s 



LANE M EM O RIAL H O SPITAL RETIREM ENT PLAN 

STATEM ENTS O F PLAN NET ASSETS 
JUNE 30. 1999 A ND 1998 

ASSETS 

Cash and cash equivalents (at fair value) 
Receivables: 
Employee contributions receivable 

Accrued investment income 
M anagement ices rebate receivable 

Investments (at fair value): 
Shares of registered investm ent companies 

Fixed incom e 
Equities 

Equity securities 

Govern ment and agency obligations 
Corporate bonds 

Total A ssets 

LIABILITIES 
M anagcmcnt ~es payable 

1999 

251.908 

43,908 

80,822 

124_730 

6,642,424 

5,366,885 
1.472.887 

13.482.196 

13,858,834 

12.624 

1998 

261.967 

40,900 

29,472 

5.290 
75.662 

5,890,768 

7,291,476 

3.182.244 

1.846 

NET ASSETS HELD 1N TRUST FOR PENSION BENEFITS $ 13.846.210 $ 13.508.027 

(A schedule of funding progress is presented on page 9) 

The accompanying notes arc an integral part of these financial statements 
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LANE M EM O RIAL H O SPITAL RETIREM ENT PLAN 

ADDITIO NS 
Contributions: 
Employee contributions 

hwestment Income (including unrealized gains) 

Othcr Income: 
M anagem ent fee rebated 

Total Additions 

DEDUCTIO NS 
Benefits paid to participants and beneficiaries 
M anagement fees 

Total Deductions 

NET INCREASE 

NET A SSETS H ELD 1N TRUST FO R 
PENSIO N BENEFITS 
Begitm ing of year 

End of year 

1999 1998 

70.465 $ 

1.157.904 

46.880 

1.375.249 

987,662 
49,404 

1,037,066 

2.169.102 

67.210 

2.393_613 

996,559 

49,027 

045.586 

338.183 1.348.027 

13,508,027 12,160,000 

$ 13.846.210 $ 13.508.027 

The accompanying notes are an integral part of these financial statements 
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LAN E M EM ORIAL H O SPITAL RETIREM ENT PLA N 

PLAN DESCRIPTIO N 

G eneral 

NOTES TO FINAN CIAL STATEM ENTS 

The Lane M emorial Hospital Retirement Plan (the Plan) is a single-employer, contributory, defined benefit 
public employee retirement system (PERS). The Plan covers eligible employees of Lane Memorial ttospital 
(the Employer) who elect to join after meeting certain length of service requirements and is fimded through 
employer and em ployee contributions and investm ent earnings. As a governmental entity, the Plan provides 

disclosures required by the Governmental Accounting Standards Board. The Plan is not subject to the 
financial reporting requirements of the Employee Retirement Income Security Act of 1974 (ERISA). 

Plan m em bership 

At June 30, 1999 and 1998, the Plan's membership consisted of: 

Eli~ib 

1999 
JUN E 30 

1998 

Active em ployees 321 334 

Retirees and beneficiaries currently receiving benefits 33 29 

Terlninated em ployees entitled to benefits but not yet 
Receiving them 

Total plan participants 

42 

75 

34 

63 

396 397 

An employee is eligible to participate in the Plan if, at the beginning of the Plan Year, he/she has at least two 
years of continuous service and has worked an average of 20 or more hours per week. An eligible employee 
m ust m ake an application to the Employer for participation in the Plan and agree to the term s of the Plan. 
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AN E M EM ORIAL H OSPITA L RETIREM ENT PLA N 

1. PLAN DESCRIPTIO N 

N OTES TO FIN AN CIAL STATEM ENTS 

(continued) 

Retirem ent benefits 

The Plan provides retirement benefits as well as death and disability benefits. All benefits are vested 100% 
after 15 years of credited service. The basic annual retirement benefit at age 62 is a benefit payable for life 
in an amount equal to the number of years of credited serv ice multiplied by 1.5% of the average of the highest 
three years of com pensation. Employees can elect to receive a lump-sum payment in lieu of annuity options, 

which are: single life, life with guaranteed payments, guaranteed payments and joint and survivor. 

Deferred benefits: A mem ber leaving errTploym ent after five years of credited service but before attaining 
retirem ent age is entitled to a benefit at age 62 equal to the member's accrued benefit upon term ination 
of em ploym ent. 

Disability benefits: A m em ber leaving employment because of total and permanent disability before 
attaining retirem ent age is eligible for deferred benefits or m ay elect to receive reduced benefits beginning 
on the disability retirem ent date. 

Surv ivor benefits: The survivor benefit provided under the Plan is a death benefit for a participant payable 
in the form of a pre-retirem ent surv ivor annuity. 

Em ployer contributions 

The Em ployer is required to contribute am ounts necessary to provide the benefits under the Plan deierrnined 
by the application of accepted actuarial methods and assumptions, 

Em nlovee contributions 

To join the Plan, the participant authorizes Lane M emorial ttospital to deduct from his/her salary - (1) 1% 
of his/her monthly earnings up to $400; plus (2) 2% of any monthly earnings over $400. 

UM M ARY OF SIGNIFICANT ACCOUNTING AND FINANCIAL REPORTING POL1CI 

Basis of accounting 

The Plan's financial statements are prepared using the accrual basis of accounting 

Em olover contributions 

Em ployer contributions are recognized as revenues in the period in which em ployee serv ices are perform ed. 
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N O 

M M ARY O F SIGNIFICANT ACCO UNTING AND FINANCIAL REPORTING PO LICI 

(continued) 

En_  
lployee contributions 

Em ployee contributions are recognized as revenues when the payroll deductions are m ade from the 

participant's salary. 

thud Used to Value Investm 

As required by GASB No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures 
for Defined Contribution Plans, investments are reported at fair value. The Plan's investment assets 
predominantly consist of investments in registered investment companies (mutual funds) at June 30, 1998 and 
government and corporate bonds, and equities at June 30, 1999 and are valued at quoted naarket prices. 
Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the accrual 

basis. Dividends are recorded on the ex-dividend date. 

Under this GASB requirement, pension plan investments and financial statements are subject to market 
fluctuations that can rapidly change the m arket value on a day to day basis. Such m arket sw ings can create 
material changes in unrealized appreciation (depreciation) of investments. Lane M emorial Hospital 
Retirement Plan is a long-term investor whose overall investment decisions and policies are not based on daily 

m arket sw ings. 

Adm inistraltve expenses 

The adm inistrative expenses of the Plan, with minor exceptions, have been paid by tbe Employer and are not 

to be reimbursed by the Plan. 

ND1NG STATUS AND PRO G RE 

The pension benefit obligation is a standardized disclosure m easure of the present value of pension benefits, 

adjusted for lhe effects of projected salary increases, estimated to be payable in the future as a result of employee 
service to date. The measure is the actuarial present value of credited projected benefits and is intended to help users 
assess the Plan's funding status on a going-concern basis, assess progress made in accumulating sufficient assets 
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LAN E M EM ORIAL H OSPITAL RETIREM ENT PLAN 

NOTES TO FINA NCIAL STATEM EN TS 

3. FUNDING STATUS AND PROGRESS (continued) 

to pay benefits when due, and m ake com parisons among PERS. The measure is independent of the actuarial funding 
m ethod used to determ ine contributions to the Plan. 

The pension benefit obligation was determ ined as part of an actuarial vahmtion at June 30, 1999, Significant 
actuarial assumptions used include (a) a rate of return on the investment of present and future assets of 8% per year, 
compounded annually, and (b) projected salary increases of 4% per year, compounded annually. 

4. CO NTRIBUTIO NS REO UIRED AND CO NTRIBUTIO NS M ADE 

The funding policy of the Plan provides for periodic employer contributions at actuarially determ ined rates that are 
sufficient to fired normal (current year) costs plus an additional amount necessary to amortize unfimded past service 
costs over a 20-year period (from the date the past service cost was first recognized), tlowcver, the Ilospital will 
contribute no m ore than the amount necessary to achieve a ratio of"actuarial vahw of assets" to the "present value 
of accrued benefits" of 150% determ ined as of the beginning of the Plan year. The significant actuarial assum ptions 
underlying the actuarial method used to compute the contribution requirem ents are the same as those used to 
com pute the pension benefit obligation. 

Tile actuarially determined contribution requirement for the year ended June 30, 1999 was $-0-. Contributions paid 
during lbe current year represented 0% of estimated covered annual payroll of $9,745,773. 

The following table sets forth the Hospital's annual pension cost and net pension obligation to the Plan for the 
plan year ended June 30, 1999: 

Atmual required contribution 
Interest on net pension obligation 

Adjustment to annual required contribution 
Annual pension cost 

Contributions m ade 
Increase (decrease) in net pension obligation 

N et pension obligation - beginning of year 
Net pension obligation - end of year 

Three-year Trend Information 

Fiscal Year Ending 
6/30/97 
6/30/98 
6/30/99 
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Annual 
Pension 

Cost (APC) 
269,147 

0 

0 

1999 

Percentage 
of APC 
Contributed 
100%  
100%  
100%  

Net 
Pension 
O Obits, alton 

0 
0 

0 



LAN E M EM O RIA L H O SPITA L RETIREM EN T PLA N 

NOTES TO FINA NCIAL STATEM ENTS 

A SSETS ItELD FO R INVESTM ENT 

At June 30, 1999, the assets held for investm ent consisted of 

Cash Equivalents 

llibernia US Treasury M oney M arket Fund 

Equity Securities 

Govern m ent and Aeencv Oblieations 

Corporate Bonds 

Cost Fair Value 

$ 251,908 $ 251,908 

$ 6,098,255 $ 6,642,424 

$ 5,488,146 $ 5,366,885 

$ 1,508,525 $ 1,472,887 

$ 13,094,966 $ 13,482,196 

The Plan has adopted certain investment goals and objectives and policy guidelines, as outlined below, which are 
intended to protect and preserve the Plan's assets while providing an appropriate return. 

hw estm ent Class 

Equity securities 
Fixed incom e securities 

Target 

45%  
55%  

As of June 30, 1999, approximately 50%  of the Plan's invested assets were in equity funds, while approxim ately 
50%  of the Plan's invested assets were in fixed incom e funds. 
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LAN E M EM O R IAL ltO SPITA L RETIREM ENT PLAN 

REO U1R ED SUPPLEM ENTARY INFO RM ATIO N 
SCH EDU LE O F FUNDING PRO G RESS 

FO R TH E SIX YEAR S ENDED 
JU NE 30, 1999 

Required supplementary historical information for the Lane M emorial tlospital Retirem ent Plan is presented below for a 
years for w hich this inform ation is available in accordance w ith GA SB 25. 

Actuarial 
Valuation 

Date 

7/1/94 
7/I/95 
7/1/96 
7/1/97 
7/I/98 
7/1/99 

Actuarial Unfunded 
Value of Actuarial Accrued AAL Funded 

Assets Liability (AAL) (UAAL) Ratio 
(a) (b) (b-a) (a/b) 

$ 7,970,803 
8,855,669 
9,671,413 
12,160,000 
12,414,796 
12,931,694 

$ 9,020,144 
9,873,953 
10,656,386 
11,187,886 
11,536,934 
12,144,395 

$ 1,049,341 
1,018,284 
984,973 

( 972,114) 
( 877,826) 
( 787,299) 

88.4%  
89.7%  
90.8%  
108.7%  
107.6%  
106.5%  

UAAL as a 
Covered Percentage of 
Payroll Covered Payroll 

(c) ((b-a)/c) 

$ 8,460,451 
8,768,963 
9,886,140 
9,404,816 
9,829,633 
9,745,773 

SCH EDU LE O F EM PLO YER CO NTR IBUTIO N S 
FO R TH E SIX YEAR S ENDED JUNE 30. 1999 

Year Ended June 30 

1994 
1995 
1996 
1997 
1998 
1999 

2.4%  
1.6%  
0.0%  

0.3% ) 
8.9% / 
8.t%) 

Annual Reouired Contribution Percentaee Contributed 

423,209 
459,751 
267,909 
269,147 

0 
0 

100%  
100%  
100%  
100% 
100%  
100%  

Analysis of the percentage contributed over a period of years will give a relative indication of the fimding 
progress for the liabilities of the Lane M em orial ttospital Retirem ent Plan. 
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LANE M EM O RIAL H O SPITAL RETIREM ENT PLAN 
ACTUARIAL M ETH O DS AND ASSUM PTIONS 

JUN E 30, 1999 

The information presented in the required supplementary schedules was determined as part of the actuariM valuations 
at the date indicated. Additional information as of the latest actuarial valuation follows: 

Valuation date 
Actuarial cost method 
Am ortization m ethod 
Rem aining am ortization period 
Asset valuation m ethod 

Actuarial Assum ptions 
Investm ent Return 

M ortality 

Optional Form of Paym ent 

Turnover 

Salary Increases 
Future Em ploym ent 

Retirem ent Rates 

- 10 - 

July 1, 1999 
Frozen entry age 
Level dollar 
20 years 

Adjusted Market Value (five year average of 
investment gains and losses). Fresh start at 
market value on July 1, 1997. 

8%, compounded annually (see Optional Form 
of Payment below). 
1983 Group Annuity M ortality Table (see Optional 
Form of Payment below). 
Lump sums - 100% of Active Participants will elect 
this option. It is assum ed that the lum p sum as of 
term ination date is valued as follows: 

Interest - 8%  
M ortality - 1984 Unisex Pension M ortality 

Table set back 3 years. 
Term ination of participation rates are based on 
actual experience Sam ple rates are specified in the 
table below : 

25 
4O 
55 

Rate of Turnover 
.1000 
.0500 
.0125 

4% , com pounded annually 
Participants are assum ed to work at a pro-rated rate in 
future years based on hours com pleted in the previous 
plan year. 

All retirements are assumed to occur in accordance with 
the follow ing table: 

55 
56 
57 
58 
59 
60 
61 
62 

Retirem ents per 1,000 
at S p.~ ified Age 

100 
50 
50 
50 
5O 
100 
100 

1,000 



Disability 

Death benefit 

Expenses 

LAN E M EM O RIAL H O SPITAL R ETIREM ENT PLAN 
AC TUA RIAL M ETH O DS AND A SSUM PTIO N S 

JUN E 30, 1999 

No specific liability has been included in this valuation for 
future disability benefits which may becom e payable tinder 
this Plan. This is consistent w ith the exclusion of an explicit 
assumption concerning future rates of disablement front the 
set of actuarial assum ptions used to value Plan liabilities. 

100% of participants are assum ed to be m arried, 
w ith m ales the sam e age as fem ales. 

Expenses are paid directly by the employer 



LAN E M EM O R IA L H O SPITAL RETIR EM ENT PLAN 

JUN E 30, 1999 

Supplementary historical sum mary of revenues by source and expenses by type for the Lane M emorial Hospital Retirement 
Plan is presented below for the m ost recent six year period. 

REVI'NUES BY SOURCE 

Period Ended 
June 30 

1994 
1995 
1996 
1997 
1998 
1999 

EXPEN SES BY TYPE 

Period Ended 
June 30 

994 
995 
996 
997 
998 
999 

Em ployer 
Contribution 
Requirem ents 

423,209 
459,751 
267,909 
269,147 

0 
0 

Benefits 

$ 287,401 
525,009 
473,829 
405,814 
996,559 
987,662 

Em ployee 
Contributions 

$ 135,181 
147,507 
153,563 
164,859 
157,301 
170,465 

Investm ent 

Income (and other) 

($ 15,652) 
1,107,829 
1,105,925 
1,738,843 
2,236,312 
1,204,784 

A dm inistrative 
Expenses Total 

* Em ployer contributions divided by annual covered payro 

15,152 
12,126 
3,298 

32,665 
49,027 
49,404 

$ 302,553 
537,135 
477,127 
438,479 

1,045,586 
1,037,066 

Tota 

542,738 
1,715,087 
1,527,397 
2,172,849 
2,393,613 
1,375,249 



 

A nnual 
Covered 
Payroll Percenlage* 

8,460,451 
8,768,963 
9,886,140 
9,404,816 
9,829,633 
9,745,773 

5.0% 
5.2% 
2.7% 
2.9% 
0.0% 
0.0%  

Em ployer 
Contributions 

Paid 

423,209 
459,751 
267,909 
269,147 

0 
0 



N ovem ber 4, 1999 

Postlethwaite & Netterville 
A Profe.~onot A~co~n,i~g Co,po,ot;o~ 

8550 United Plozo Bird , Suile 1001 ~ Boron Rouge, Loulsiono 70809 
Telephone {225) 922-4600 ~ FAX (225) 922-461 I 

~ .pncpo tom 

To the Board of Comm issioners 
Hospital Service District No. I of 
East Baton Rouge Parish, Louisiana 
d/b/a/Lane M emorial Hospital 
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W e have audited the general-purpose financial statements of Lane M emorial Hospital as of and for the year 
ended June 30, 1999, and have issued our repo rt thereon dated September 23, 1999. W e conducted our audit 
in accordance with generally accepted auditing standards an d the standards applicable to financial audits 
contained in Government Auditing Standards, issued by th e Comptroller General of the United States. 

As parl & our exam ination, we have issued our report on the financial statem ents dated September 23, 1999, 
and our report on the internal control and compliance with laws, regulations, an d contracts, dated September 
23, 1999. 

During the course of our exam ination, we be came aware of the following mailers, which represent im materia 
deviations of compliance. 

U nauthorized use of a credit card 

Criteria - Lo uisian a law prohibits the expenditure of funds from a governm ental entity for pe rsonal use 

Cond ition - The form er hospital adm in istrator charged pe rsonal purchas es to th e hospital's credit card 
w ith out approval an d w ith out tim ely repaym ent of th ose expe nditu res. 

Cause - Intern al controls of th e hospital allowed the form er administrator to approve his own expenditures 
with out a seco nd ap proval. 

Effect - The hospital incurred expe nditures for the form er adminisWator an d reflected these on its finan cial 
statements until it received  re imbursement for th ose expe nditures. 

Recommendation - The hospital should change its po licy for approval of th e ad ministrator or acting 
administrator's expe nditures to require approval from a th ird party prior to paym ent. 

Bot~  Rouge . Dono/dso.v;rle ~ G~nzoles ~ Ne~ O deo~$ ~ S* l~,m~ ++~tte 
A+socioted Offices in Princlpol Cities of the Uniled $+otes 
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Unused vacation paym ents and :'etroactive pay increase 

Criteria - Hospital policy prohibits annual retroactive pay increases beyond the anniversary date of 
employm ent. Additionally, hospital po licy and Louisian a law prohibit th e paym ent of ac crued vacation in 
lieu of taking tim e off for vac ation. 

Condition - The former hospital administrator paid himself for ac crued vac ation instead oftaking the lime 
off for vac ation. Additionally, he gran ted his annual pay increas e back to m onths th at preceded his 
employm ent anniversary date. 

Cause - lnteru al controls of th e hospital allowed th e form er adm in istrator to approve his own payrol 
checks with oul a second approval. 

Effect - Th e hospital incurred additional salary expense for the former administrator's an nual raise for the 
month s preceding his employm ent anniversary date; th e form er ad ministrator subsequently reim bursed the 
hospital for th is expense . Additionally, th e hospital incurred a cash expenditure for vacation paid in lieu 
of time off. 

Recommend ation - Th e hospital should chan ge its policy and require approval from a th ird party prior to 
th e payment ofthas e types of expe nditu res to th e adm inistrator or the acting adm inistrator. 

During th e course of our exam ination, we also be cam e aware of another violation of hospital policy as follows 

Unauthorized contracts 

Criteria - Hospital po licy prohibits the adm inistrator from binding the hospital into legal contracts in 
excess of $15,000 with out th e ap proval of the board of commissioners. 

Condition - Th e form er hospital adm inistrator entered into a contract without approval from th e bo ard 

Cause - Th e form er adm inistrator acted in a m anor be yond his legal capacity as adm inistrator of the 
hospital an d as  auth orized by the boar d of co m m issioners. 

Effect - Th e hospital incurred a fee of $47,500 to term inate the unauthorized contract. Th e hospital 
administrator was term inated as an  employee of the hospital by th e board of comm issioners. 

W e understand th at man agement has ad dressed th e foregoing issues, and we be lieve th at they respo nded in 
an appropriate manner. W e do not have an y further recommendations regarding th ese issues; however, we are 
av~lable should you have an y questions. 



Lane Memorial Hospital 

Legislative Auditor 
1600 N 3rd Street 

Baton Rouge, LA 70802 

D ecem ber 28, 1999 

R e: R esponse to M anagem ent Lcttcr 
FY E 6/30/99 

Dear Sir: 

Please accept this letter as our response to the m anagem ent letter issued by Postlethw aitc & 
N cttcrville as a result of our annual audit dated June 30, 1999. 

Unauthorized use of a credit card 

The former hospital CEO (Administrator) utilized the hospital's credit card for personal 
expenses. This issue w as discovered by m anagem ent and reported 1o lhe Board of Com m issioocrs 
in July, 1998. The Board of Com m issioners directed m mm gcm cnt to discontinue the usc of hospital 
credit cards, institute intern al controls concern ing the CEO 's expense report, and collect 
reim burscm cnl from the CEO for the inappropriate expenditures. 

M anagem ent com plied with the Board of Com m issioners' directives by im plem enting the 
follow ing actions/policies: 

D iscontinued the practice of hospital credit cards 

Instituted ncw intern al controls over the CEO which require the approval of all 
cxpcnses of the CEO by the Chainnan of the Board of Com m issioners. 

~ Collected $2,698 from the fonner adm inistrator for reimbursem ent of said expenses 

6300 Main Streel Zachary, LA 70791 (225) 658-4000 www.lanohospital.org 



D ecem ber 28, 1999 

Unused vacation paym ents and retroactive pay increase 

Page 2 

The Board of Com m issioners had authorized a pay increase to the form er CEO to bc 
rclroactive to January 1, 1998, his date of m erit. The form er CEO filed paperwork which 
retroactively set the pay to July 1, 1997. Additionally, the hospital CEO authorized paym ent of 
unused vacation tim e to him self. The Board directed m anagem ent to have the CEO reim burse the 
l lospital for the inappropriate raise and to establish intern al controls regarding pay increases and 

accrued vacation payouts. 

M anagem ent com plied w ith the Board of Com m issioner's directives by im plem enting the 

follow ing actions/policies: 

lnslituted new internal controls over the CEO which rcquirc all docum ents associated 
w ith payroll for the CEO be approved by the Chairm an of the Board of 

Com m issioners. 

Collected $1,414.40 from the form er adm inistrator for reimbursem ent of the 
im proper salary increase. 

U nauthorized contracts 

The fonncr CEO entered into a contract, on behalf of the hospital, w ith a corporation to 
providc m edical services. The CEO had not consulted the Board of Com m issioners prior to 
execution of the contract. Upon notification of this departure fi'om hospital policy, the Board 

proceeded w ith the follow ing actions: 

Paym ent of $47,500 to the contracted party to dissolve the relationship 

Term ination of the hospital CEO 

lfyou have any further questions, please do not hesitate to contact me at (225) 658-4301 

DV :sda 
CC: Postlethw aite & N ettmwillc 

V ery truly yours, 

David Verinder, CPA 
Chief Financial Officer 


