
I IO M  ER M EM O RIA L IIO SPITA L 
NO TES TO FINANCIAL STA TEM ENTS 
June 30, 1996 and 1995 

NO TE 7 - PEN SIO N PLAN 

All ltospital full-time employees participate in the M unicipal Em ployees' Retirem ent System, Statc of 

Louisiana ("System"), a multiple employer public employee retirement system (PERS). The payroll 
for Itospital employees covered by the System for the year ended June 30, 1996, w as approxim ately 
$ 4,755,000; the ttospital's total payroll was appro ximately $ 5,540,000. 

M em bership is m andatory as a condition of employm ent beginning on the date employed if the 
employee is on a perm anent basis w orking at least thirty-five hours per w eek, not participating in 
another publicly funded retirem ent system, and under the age of sixty at the date of employment. 

The system is comprised of two plans. "Plan A" combines the original plan and a supplemental plan 
while "Plan B " involves only the original plan. Any m em ber of Plan A can retire provided he/she is 
age fifty-five w ith tw enty-five years of creditable service; is age sixty with a m inim um of ten years of 
creditable service or at any age w ith thirty or m ore years of creditable service. A m ember of Plan B 
can retire provided he/she is age fifty-five w ith thirty years of creditable serv ice or is age sixty with a 
minimum of ten years of creditable service. 

In lieu of terminating em ployment and accepting a service retirem ent allow ance, any m ember of Plan 
A or B w ith thirty years of service at age fifty-five; tw enty years of serv ice at age sixty; fifteen years 
of service at age sixty-tw o; or ten years of serv ice at age sixty-five m ay elect to participate in the 

deferred retirement option plan (DROP) for up to two years and defer the receipt of benefits. Upon 
com m encem ent of participation in the D P, OP plan, m em bership in the System term inates. D uring 
participalion in the plan, em ployer contributions are payable but em ployee conlributions cease. The 
m onthly retirem ent benefits that w ould have been payable, had the person elected to cease 
employm ent and receive a serv ice retirement allowance are paid into the DROP fund. This fund does 
not earn interest. In addition, no cost of living increases are payable to participants until em ployment 
w hich m ade them eligible to becom e m embers of the System has been term inated for a least one fu ll 

Upon term ination of em ploym ent prior to or at the end of the specified period of participation, a 
participant in the plan m ay receive, at his option, a lump sum from the account equal to the paym ent 
into the account, a true annuity based upon his actual balance in that fund, or any other m ethod of 
paym ent if approved by the board of trustees. The m onthly benefits that w ere being paid into the 
deferred retirem ent option plan fund w ill begin to be paid to the retiree. If a participant dies during 
the participation in the plan, a lump sum equal to his account balance in the plan fund shall be paid to 
his nam ed beneficiary or, if none, to his estate. If employm ent is not term inated at the end of the two 
years, paym ents into the plan fund cease and the person resum es active contributing m embership in 
the System . Additional accrued benefits are based on final average com pensation used to calculate 
the m ember's original benefit unless the additional period of serv ice is at least thirty-six m ouths. 

G enerally, the m onthly am ount of retirem ent allow ance for any m ember of Plan A or Plan B shall 
consist of an am ount equal to three percent or two percent, respectively, of the m ember's final 
com pensation m ultiplied by hls/her years of creditable service, ttow ever, under certain conditions as 
outlined in the statutes, the benefits are limited to specified am ounts. Both plans provide for death 
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and disability benefits. Benefits and employer/employee obligations to contribute are established by 
state statute. 

Each participating em ployer of Plan A contributes an am ount equal to 6.00%  of each and every 
member's earnings. E~ b, employee in Pla~ A ~om rib~tes 9.25%  of moa0,~y earnings. Under Plan B, 
each participating em ployer contributes an am ount equal to 4.00%  of each and every m ember's 
earnings. Each employee in Plan B contributes 5.00%  of monthly earnings. The System also receives 
1/4 of 1%  ofad valorem taxes collected within the parishes of Louisiana, except for Orleans Parish. 
Tax m oneys are apportioned between Plan A and Plan B in proportion to the salaries of plan 
participants. These additional sources of income are used as additional employer contributions. The 
rem aining employer contributions are determined according to actuarial requirem ents and are set 
annually. The contribution requirement for the year ended June 30, 1996, w as approxim ately 
$ 755,000, which consisted ors 321,000 from the ttospital and $ 434,000 from the employees. 

The "pension benefit obligation" is a standardized disclosure measure of the present value of pension 

benefits, adjusted to the effects of projected salary increases and step-rate benefits, estimated to be 
payable in the fi~ture as a result of employee service to date. The m easure, which is the actuarial 
present value of credited projected benefits, is intended 1o help users assess the System's funding 
status on a going concern basis, assess progress m ade in accumulating suffi cient assets to pay benefits 
w hen due, and m ake comparisons among PEP, S and employees. The System does not m ake separate 
m easurem ent of assets and pension benefits obligation for individual em ployers. The pension benefit 

obligation at June 30, 1995, (the latest actuarial report furnished to the hospital), for the System as a 
whole, determined through an actuarial valuation performed as of that date (valued at market) was 
approximately $ 387 million. The System's net assets available for benefits on that date (valued at 
cost) was approximately $ 338 million, leaving an unfunded pension benefit obligation of $ 49 million. 
The Hospital's contribution for the year ended June 30, 1995 represented approxim ately 4%  of total 
contributions paid by all participating entities. Five-year historical trend inform ation showing the 
System's progress in accumulating suffi cient assets to pay benefits when due is presented in the 
System's annual financial report. N o securities of the H ospital are heId by the System . 

N O TE 8 - O FF BALA NCE SttEET RISK S 

Concentrations of cred 
The H ospital operates in Homer, Louisiana, and grants credit on its services to its patients, 
stabstanfially all of w hom are local residents of the Parish. G enerally, the H ospital accepts 
assignm ents of patients' benefits payable under either public or private insurance program s or policies 
in lieu of collateral to secure its patient accounts receivable. At June 30, 1996 and 1995, 
approxim ately 61%  and 57% , respectively, of patient accounts receivable w as related to beneficiaries 

of the M edicare and M edicaid programs. Future changes (if any) occurring within the local economy 
or the M edicare and M edicaid reimbursement methods can significantly affect the operations of the 
H ospital . 



Actual and required balances of the reserve fund and conlingency fund at June 30
, 1996 is as 

follow s: 

Reserve fund 

Contingency fund 
Total 

F'isca!_year 
1997 

1998 
1999 

2000 
2000 

$ 288.248 
92,238 

=$==_ _~ 3~_0,486 

p r~ncipaJ 
80,495 

85,566 
90,957 
96,687 
102,775 
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_ ._  Re~ u i~ LesJ__  
$ 165,256 

83,580 

$ 248,836 

Interest 

$ 202,795 
97,724 
92,333 

86,603 

80,515 

Excgss 
_ 

$ 122,992 
8,658 

$_ 1~16~65g 

Total 

$ 283.290 
283,290 

283,290 

283,290 
283,290 
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NO TE 4 - EDUCATIO NAL CONTRACTS RECEIVABLE - Continued 

The loans becom e im m edialely due and payable to the Ilospital if the em ployee or m edical student 
does not provide services for the ttospital for the full period of time within the contract. The 
follow ing is a summ ary & the net educational contracts receivable at June 30, 1996 and 1995: 

Balance, beginning of year $ 
Educational advances 
Allowance for uncollectibles 
Cancellation and repaym ents of contracts 

Balance, end of year 

NO TE 5 - LEA SE O BLIG A TIO NS 

1996 

300,750 
107,330 

15,080 
32,840 

995 

$ 206,417 
112,843 

) ( 6,019 ) 
) ( 12,491) 

L  300~750 

C~tpit al leases 
The Hospital leases certain items of equipment under lease arrangements which are noncancelable and 
qualify as capital lease arrangem ents. Future m inimum lease paym ents required under these 
noncancelable lease arrangem ents are sum m arized as follow s: 

M inimum 
Y ear Ending June 30 

1997 

1998 

1999 

2000 

2001 

Total capital lease paym ents 
Less amount representing interest 

Current m aturities 

Long-term m aturities 

Paym ents 
$ 25,704 

25,704 

24,916 

9,495 

-0- 

85,819 

( 9,200 ) 
76,619 

( 21,228 ) 
~_ 5~a9I 

_Operating lea~ s 
Other than the m ain cam pus in ttom er, the H ospital leases various facilities w ithin the area in 
providing hom e health, pm~ial hospitalization, and inpatient geriatric services. In providing these 
services, the H ospital has various lease com mitm ents w hich lease term s range from m onthly to several 
raonths in the future. D uring 1996, lease expense under these arrangem ents w as approxim ately 
$ 131,000 w ith the monthly lease obligation at June 30, 1996 being $ 22,700. Future m ininm m lease 
paym ents on the operating leases having term s beyond one m onth are as follow s: 

YearEnding Jurle30 
1997 

1998 

1999 

Paym ents 
$ 49,200 

21,600 
-0- 
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NO TE 2 - IIEALTH INSUI{AN CE PRO G RAM  REIM BUR SEM ENT 

ftospital's M edicare cost reports have been settled by the M edicare fiscal interm ediary through June 

30. 1994. 

M edicaid - Prior to July 1, 1994, inpatient acute care services rendered to M edicaid program 
beneficiaries are paid at established daily rates for each patient day. Outpatient services are 
reimbursed under a cost reimbursement m ethodology. The Hospital is reimbursed at a tentative rate 
during tile fiscal year. These rates may be adjusted by the fiscal intermediary during the fiscal year. 
Final settlement is determined after submission of annual cost reports by the Hospital and audits 
thereof by the M edicaid fiscal interm edia .ry. The H ospital's M edicaid cost reports have been settled 

by the M edicaid fiscal interm ediary through June 30, 1992. 

Since July 1, 1994, tile H ospital has been paid for substantially all services rendered to inpatient 
lVledicaid program beneficiaries under prospectively determ ined rates, which are paid on a per diem 
basis. Costs incurred on services rendered to M edicaid inpatients which exceed the prospectively 
determ ined paym ent rates are not recoverable from the M edicaid program or its beneficiaries. No 

changes w ere m ade to the outpatient reimbursem ent. 

NO TE 3 - N FT I'ATIENT SERV ICE REVEN UE 

Inpatient charges 
O utpatient ctm rges 

Total patient charges 

lVledicare and Medicaid contractual adjustmenls 
M edicaid disproportionate paym ents 
Charity care charges forgone 

Administralive and other adjustments 
N et patient service revenue 

N O TE 4 - EDU CATIO NAL CO NTRA CTS RECEIVABLE 

$ 7,838,812 
8,594,747 

16,433,559 

( 5,158,424 ( 
180,546 

( 51,089 ( 
( 242,208 ( 
~  ~_] 62~=8~ 

1996 and 

1995 

$ 8,943,772 
5,392,397 

14,336,169 

3,851,319 
265,021 
74,750 
171,574 

~ 542 

The Hospital provides educational assistance to selected m edical students and certain employees who 
contractually agree to return to the Itospital's service area after graduation. Under the term s of these 
contracts, the tIospital advances funds to assist the students in their educational costs. Em ployees 
agree to repay the loan through extended years of seiwice at the Itospital. M edical students repay the 
loan by practicing in the Hospital service area for a period of years. 



l I O M  I,;R M EM  O RIA L 1tO SPITAL 
NO TES TO FINANCIAL STATEM ENTS 
June 30, 1996 and 1995 

NO TE 1 - O R G A NIZA TIO N A ND SUM M ARY O F SIG NIFICAN T A CCO UNTING PO LICIES 

requirem ents. Board-designated assets m ay, at the board's discretion, be subsequently used for other 
purposes. Amounts required to meet current liabilities of tile hospital have been reclassified in the 
balance sheet al June 30, 1996 and 1995. 

Property and Eqnipnlent 
Property and equipm ent is recorded at cost, and depreciation is com puted using the straight-line 
method. Estim ated useful lives range from 5 to 33 years on buildings and fixed equipment and 3 to 
20 years on m oveable equipment. 

Property Tax R evenues 
Advalorem tax revenues consist of tax proceeds received by the H ospital from Claiborne 1'arish 
H ospital D istrict N o. 2, w hich w as created ill 1989, by the Police Jury and approved by the Parish 
voters on September 15, 1989, to levy a ten mill tax on property for ten years. D ue to the fact that 
lhe D istrict is a separate entity controlled by a separate board of directors, the Itospital cannot Ievy 
the property tax. Accordingly, taxes receivable are not reflected in the accom panying financial 
,;tatenm nts. 

Cash and Cash Eqnivalents 
For the purpose of the statem ent of cash flow s, all cash that is not lim ited to use is treated as cash and 
cash equivalents. 

Pledged A ssets 
The hospital's property and equipm ent is pledged as collateral on the H ospital Revenue Bonds in the 
original amount of $ 3,800,000. 

NOTE 2 - IIEALTI! INSURA N CE PRO GRAM  REIM BURSEM ENT 

"/'he H ospital participates in the M edicare and M edicaid program s as a provider of m edical services to 
program beneficiaries. For the years ended June 30, 1996 and 1995, 57%  and 56% , respectively, of 
the Itospital's patient revenues were generated by services furnished to M edicare and M edicaid 
program beneficiaries. A sum m ary of the paym ent arrangem ents follow s. 

M _edica re - Inpatient acute care services rendered to M edicare program beneficiaries are paid at 
prospectively determined rates per discharge. These rates vmy according to a patient classification 
system that is based on clinical, diagnostic, and other factors. Inpatient nonacute services, certain 
outpatient serv ices, and defined capital and m edical education costs related to M edicare beneficiaries 
are paid based on a cost reimbursem ent m ethodology. The H ospital is reimbursed for cost 
reimbursable item s at a tentative rate with the final settlement determined after submission of annual 
cost reports by the Itospital and audits thereof by the M edicare fiscal interm ediary. The Itospital's 
classification of patients under tile M edicare program and the appropriateness of their admission are 
subject to an independent review by a peer review organization under contract with the Hospital. The 
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N O TE 1 - O R G A NIZA TIO N AND SUM M ARY O F SIG NIFICA N T A CCO UNTING PO LICIFS 

Qr~ganization 
H om er M em orial I/ospital is an enterprise fund of the Tow n of H om er, Louisiana, and is exem pt fi-om 
income taxes. The hospital is a 57 bed acute care facility which is controlled by a board of directors, 
who are a separate and distinct body from the Selectm en of the Town ofltomer. The board members 
consist of citizens appointed by the M ayor and Selectm en of the Tow n of Ilom er. The board 
m embers serve w ithout com pensation. 

Sum m ary of Sip_nificant Accountinu Policie 
U se of Estim ates 
The preparation of financial statements in conformity w ith generally accepted accounting principles 
requires management to make 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 statements 
and the reported am ounts of revenues and expenses during the reporting period. Actual results could 
differ from those estim ates. 

Tem porarily R estricted Fund Balance 
Tem porarily restricted funds are those w hose use by the H ospital has been lim ited by donols to a 
:~pecific tim e period or purpose. These funds at year-end consist of unspent grant funds received fi-om 
the State of Louisiana. 

N et Patient Service R evenue 
N et patient se1M ce revenue is reported at estimated net realizable am ounts from patients, third-party 

payers, and others for services rendered, including estimated retroactive adjustments under 
reimbursement agreements with third-party payers. 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. 

Patient R eceivables 
Receivables are stated at the full value of all charges incurred by the patient. Allow ances have been 

provided for the estimated accounts uncollectible and for third-party contractual adjustments at year 
end. Receivables are written off as the accounts are determined to be uncollectible. 

Inventories 
Inventories represent dietary and medical supplies on hand and are valued at the latest invoice price 
which approximates the lower of cost (first-in, first-out method) or market. 

Prepaid Expenses 
Prepaid expenses are am ortized on a straight-line basis over the term of the respective item s 

A ssets W hose Use is Lim ited 
A ssets w hose use is lim ited prim arily include cash w hich has either been designated by the Board of 
Directors or which is required to be maintained separately due to bond indenture, donor, or grant 
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110 M  ER M EM O RIA l, ItO SPITAL 
STATEM ENTS OF CA SH FLOW S - Continued 
Y ear's Ended Jnne 3(I, 1996 and 1995 

R econciliation of Net Incom e to Net Cash Flow s 
From O perating Activities 

Loss fl'om operations 

A djusmwnts: 
D epreciation 

Provision for bad debts 

Interest received 

Decrease (increase) in operating assets: 
G ross patient accounts receivable, net of bad debts 

Inventories 

Prepaid expenses 

D ue from health insurance programs 

Start-up costs 

Increase (decrease) ill operating liabilities: 
Accounts payable 

Aco ued payroll and benefits 

Accrued uncom pensated absences 

D ue to health insurance program s 

Interest payable 

Total Adjustments 

N et Cash Provided Front Operating Activities 

1996 1995 

$ 1,123,141 $ 202,376 

656,68d 

839,625 

188,020 

1,513,351 

6,313 

7,145 

156,380 

146,962 ) 

175,873 ) 
173,795 

19,466 

19,621 

38) 
218,199 

632,052 

369,803 

144,887 

879,339 ) 
31,116 ) 

6,639 ) 
54,263 ) 

41,009 ) 

9,143 ) 
61,202 

53,236 

- 0- 

36 ) 
239.635 

Supldem ental D isclosures on N on-cash Financing Activities: 
D uring 1996 and 1995, tile H ospital purchased equipm ent for $ 25,952 and $ (;8,500 respect rely, through 

capital lease arrangem ents. 

See N otes to Financial Statements 



IIO M ER M EM O RIA L ItO SPITA I, 
STA TEM ENTS O F CtlANGES IN FUND BALANCE 
Y ear's Ended June 30, 1996 and 1995 

Bahm ce, June 30, 1994 

Investm ent incom e f?om restricted fimds 

Excess of revenues over expenses 

Bahm ce, June 30, 1995 

Investm ent incom e from restricted fim ds 

Excess of revenues over expenses 

Expenditure of,estricted funds 

Bahm ce, Ju.'ze 30, 1996 

See N otes to Financial State,nents 

U nrestricted 
Temporaiily 

~ ](estri~ted 

$ 7,524,086 $ 163
,757 

-0- 5.390 

301,774 

7,825,860 169
,147 

-0- 3.468 

583,702 ) -0- 

153,921 ( 153,921 ) 



IIO M ER M EM O RIAL H O SPITA l, 
STA TEM EN TS O F R EVEN UES AND EX PEN SIi;S 
Y ears E nded June 30, 1996 and 1995 

N et Patient Service Revenue 

Other Operating Revenue 

Total Revenue 

Operating l~rpenses: 

Salaries and em ployee benefits 

Professional and contractual fees 

Supplies and other expenses 

Bad debt expense 

D epreciation 

Interest 

Total Operating Expenses 

Loss From Operations 

N on-Operating Gains: 

Advalorem tax revenue 

Investm ent incom e 

Grant funds from the State of Louisiana 

Loss on sale & assets 

Total N on-Operating Revenue 

Revenues and Gains Over (Under) Expenses 

See N otes to Financial Statem ents 

1996 

$ 11,162,384 

60.583 

11,222,967 

6,658,589 

916,552 

3,075,358 

839,625 

656,684 

199,300 

1995 

$ 10,503,547 

77,908 

10,581,455 

6,004,880 

530,725 

3,019,670 

369,803 

632,052 

226,701 

12,346,108 10
,783,831 

1,t23,141 ) ( 202,376) 

304,173 

184,552 

50,714 

-0- ( 
539,439 

293,251 

139,497 

75,000 

3,598) 
504,150 



IIO M ER M EM O RIA L ItO SPITAL 
BALA NCE SIIEETS - CO NTINUED 
June 30, 1996 and 1995 

I~IABILIT1ES A ND FUND BALANCE 1996 

Current Liabilities': 

Accounts payable 

Accrued payroll and benefits 

Accru ed uncom pensated absences 

D ue to health insurance program s 

Interest payable 

Current portion of long-lerm debt 

Total Current Liabilities 

Long-Term D ebt: 

Capital lease obligations 

H ospital revenue bonds payable 

Less current portion 

N et I.ong-Term D ebt 

Fund Balance: 

Unrestricted 

Tem porarily restricted 

Total Fund Balance 

119,953 

469,396 

247,264 

19,621 

1,685 

101,721 

959,640 

76,619 

3,347,458 

3,424,077 

101,721 ) ( 
3,322,356 

7,396,079 

18,694 

7,414,773 

1995 

295,826 

295,601 

227,798 

-0- 

1,723 

136,996 

957.944 

112,724 

3,423,144 

3,535,868 

136,996 ) 
3,398,872 

7,825,860 

169,147 

7,995,007 

TOTAL LIABILITIES AND FUND BALANCE $ 11 696 7~ 69 ~ ~23 

See N otes to Financial Statements 



IIO M ER M EM O IO AL H O SPITAL 
BALA NC E SllEETS 
June 30, 1996 and 1995 

A SSETS 

Current Assets: 
Cash and cash equivalents 
Patient receivables, less allowance for contractual adjustment & 
doubtful accounts of $2,802,259 - 1996 & $1,796,395 -1995 
Inventories 
Prepaid expenses 
D ue from health insurance program s 
Assets w hose use is limited for current liabilities 

Total Current A ssets 
Assets W hose Use & Lim ited." 
By hoard: 
For capital im provem ents 
For self-funded insurance 
For education purposes 
For contingencies 

By grantor: 
For equipm ent 

U nder bond indenture agreem ent 

Less portion classified as current 
N et A ssets W hose U se is Lim ited 

Property and Eqtiipm ent: 
Land and land improvements 

Buih]ings and fixed equipment 

M ajor moveable equipment 
Equipm ent under capital lease 

l.ess accumulated depreciation and amo:tization 
N et Property, Plant and Equipm ent 

O ther A ssets: 

I~.ducational contracts receivable 

Rental property, less accumulated depreciation of $ 15,018 for 

1996 and $ 10,264 for 1995 

tlealth services start-up costs 

Total Other Assets 

TO TA L A SSETS 

See N otes to Financial Statem ents 
4 

1996 1995 

372,898 $ 765,162 

2,568,768 

246,766 

80,027 
-0- 

88.379 

1,895,042 

240,453 
87,172 

156,380 
104.276 

3,356,838 3,248,485 

85,247 
6,201 

36,042 
2,894,103 

18,694 

380.486 
3,420,773 

88,379) 
3,332,394 

119,716 

5,767,504 
3,153,828 

116,574 
9,157,622 

4,780,317 ) 
4,377,305 

360,160 

79,535 

190,537 

630,232 

124,642 
26,829 

92,087 

3,300,049 

169,147 

223,346 
3,936,100 

104,276 ) 
3,831,824 

119,716 

5,767,504 
2,594,001 

490,066 

8,971,287 

( _ 4,128~ 387 ) 
4,842,900 

300,750 

84,289 

43 

428 

575 

614 

~__~L~ 769_ $ ! 2,35_1~_8_23 



1511 Judson Road, Suile A 
D:mgview, q'ex~ls 75601 

903/758 9600 
Fax 903/758-1 ~00 

Board of D irectors 
H om er M em orial/Iospital 
tlom er, Louisiana 

NEUM AN, RICHARDSON & CO., L.L.P. 
CERTIFIED PUBLIC ACCOUNTANTS 

IND EPENI)ENT AU DITO R 'S REPO Rq 

Jim I,. Neunlan, CPA 
Jcrt)' G. Richard,on, CPA 

ooOoo -- 
Stephen I~, l)uck, CPA 
Joseph S. Kennedy, CPA 
Johmlle A. Tylel; CPA 

W e have audited the accom panying fnancial statem ents of H om er M em orial H ospital, a component unit of 
the Tow n of I Iom er as of June 30, 1996 and 1995. These financial statem ents are the responsibility of 
llom er M em orial tlospital's m anagem ent. Our responsibility is to express an opinion on these financial 
statem ents based on our audit. 

W e corAucted our audits in accordance w ith generally accepted auditing standards
, Governm ent Auditing 

Standards, issued by the Com ptroller G eneral of the U nited States, and the provisions of Office of 
M anagem ent and Budget Circular A-128, "Audits of State and Local G overnm ents." Those standards require 
that w e plan and perform the audit to obtain reasonable assurance about whether the financial stateinents are 
fl ee of m aterial m isstatem ent. An audit includes exam ining, 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 estim ates m ade by m anagem ent, as well as evaluating the overall financial statemcnt 
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 faM y, in all m aterial respect, the financial 
position of H om er M em orial ttospitaI as of June 30

, 1996 and 1995, and the results of its operations and its 
cash flow s for the years then ended in conform ity w ith generally accepted accounting principles. 

August 14, 1996 
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Federal Financial Assistance Programs 

> Independent Auditor's Report on Compliance with Specific Requirements Applicable to 

M ajor Federal Assistance Programs 
> Independent Auditor's Report on Schedule of Federal Financial Assistance 

> Schedule of Federal Financial Assistance 
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llO M  ER M EM O RIA L ]IO SP1TA L 
STATEM ENTS OF CASH FLOW S 
Y ears Ended June 30, 1996 and 1995 

From  Operating A ctivities: 

Cash received on patients accounts 
Interest received 
Cash received from sale of m eals

, vending, etc 
Cash paid in salaries and benefits 
Cash paid in fees and supplies 
Cash paid in interest expense 

Net Cash Provided (Used) 

From  N on-Capital l~inancing A ctivities 
Taxes received 

Unrestricted grant proceeds 
N et Cash Provided 

l:rom Capital and Related I"inancing A ctivities 
Principal paym ents on long-term debt 

From  Investh~g A ctivities: 
Advances on educational contracts 

Decrease (increase) in assets whose use is limited 
Purchases of property and equipm ent 

Net Cash Provided (Used) 

Net Increase (Decrease) in Cash and (;asia Equivalents ( 

Cash and Cash Equivalents 
Beginning of year 

End of year 

See N otes to Financial Statem ents 

1996 

9,825,034 

188,020 
60,583 

6,465,328 ) 
4,313,913 ) 
199,338) 
904,942 ) 

1995 

9,569,945 
144,887 

77,908 
5,865,968 
3,662,776 

226,737 
37,259 

304,173 293
,251 

50,714 
354.887 

75,000 
368.25 

137,743 231
,273 

59,410 
515,327 
160.383 

295,534 

392,264 ) 

765,162 

L_ 322+89~s 

94,333 ) 
334,883 

260,511 ) 
19,96I ) 

154.276 

__ _~1o~ 88! 
$ 7652 ~2 



IIO M ER M EM O R IA L IIO SPITA L 
NO TES TO FINA NCIA L STA TEM ENTS 
June 30, 1996 and 1995 

N O TE 8 - O FF BA LA N C E SH EET R ISK S - C ontinued 

Cash balances 
At June 30, 1996, the aggregate carlTing am ount of cash, including assets w hose use is lim ited, was 
$ 3,793,671 that are invested in one bank and the Louisiana Asset M anagem ent Pool. The 
corresponding bank and pool balances totaled $ 3,927,497. The difference between the carrying 
am ount reported by the H ospital and the bank and pool balances represents deposits and checks 
which had not cleared the bank at June 30, 1996. All funds are fully secured by either FD1C coverage 
or securities pledged against the deposits. At June 30, 1996, the pledged securities w ere 
approximately $1,157,000 in excess of the actual deposits. 

V olum e of services 
Tile D istrict is dependent upon local physicians practicing in the im m ediate serv ice area for its volume 
of patients. Any decrease in the number of physicians from the current level can significantly affect 
hospital operations. 

NO TE 9 - CO NTING ENCIES 

The H ospital is the defendant in certain litigation arising in the norm al course of its business. In the 
opinion of m anagem ent and the H ospital's legal counsel, the claim s are w ithout m erit and the awards 

tor damages (if any) resulting from these claims will not exceed the applicable insurance coverage. 
Therefore, the tIospital has m ade no provision for a loss contingency related to these suits in the 
tlnancial statem ents. 

NOTE 110 - SUBSEQUENT I,;VENrF 

Effective July 1, 1996, the Hospital began providing inpatient geriatric serv ices. These services are 
provided under contract w ith Sunrise IIealthcare Inc. in w hich the hospital has contractually agreed to 
com pensate Sunrise for the m anagem ent of the services. To provide these services, the ttospital has 
leased the previously-abandoned hospital facilities in H aynesville, Louisiana from the Claiborne Parish 
tlospital Service D istrict Number One. Term s of the operating lease call for one-m onth lease periods 
at $ 12,000 per m onth w ith the H ospital responsible for norm al repairs and utilities. Lease payments 
under this lease in included in the m onthly lease com m itm ent discussed previously in operating leases 
of N ote 5. 

The initial year's operations for the inpatient geriatric services are projected by the Hospital to 
produce approxim ately 2,920 patient days of care at an annual direct cost of approxim ately 
$ 1,400,000. It is anticipated the program w ill be 100%  reimbursed by the M edicare program . 
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IND EPEN DENT AU DITOR 'S REPOR T O N CO M PLIAN CE W ITll 
LAW S AND R EG U LATIO N S BA SEl) O N A N A UDIT O F 

FINAN CIA L STA TEM ENTS PERFO RM ED IN  A CC OFd)A N CE W ITll 
G O VERN M ENT AU DITING STA NDARD S 

Board of D irectors 
ttom er lvlem orial H ospital 
Ilom er, Louisiana 

W e have audited the financial statements of Homer Memorial ttospital (an enterprise fund of the Town of 
llomer) as of and for the year ended June 30, 1996, and have issued our report thereon dated August 14, 
1996. 

W e conducted our audit in accordance w ith generally accepted auditing standards, Govermnent Anditing 
Standards, issued by the Comptroller General of the U nited States, and the provisions of O ffi ce of 

M anagement and Budget (OM B) Circular A-128, "Audits of State and I.ocal Governments." Those standards 
and OM B Circular A-128 require that w e plan and perform the audit to obtain reasonable assurance about 
whether the financial statem ents are free of m aterial m isstatement. 

Com pliance w ith law s, regulations, contracts, and grants applicable to I1orner M em orial H ospital is the 
responsibility of the H ospital's m anagem ent. As a part of obtaining reasonable assurance about whether the 
financial statem ents are free of m aterial m isstatem ent, w e perform ed tests of the ttospital's com pliance w ith 

certain provisions of laws, regulations, contracts, and grants. However the objective of our audit of the 
financial statem ents w as not to provide an opinion on overall com pliance w ith such provisions. Accordingly, 

w e do not express such an opinion. 

The resulls of our tests indicate that, with respect to lhe items tested, Homer M emorial Hospital complied, in 
all m aterial respects, w ith the provisions referred to in the preceding paragraph. W ith respect to items not 
tested, nothing cam e to our attention that caused us to believe that the H ospital had not com plied, in all 

m aterial respects, w ith those provisions. 

This report is intended for the inform ation of the board of directors, m anagem ent, Farm ers Ilom e 
Adm inistration, and the Office of the Legislative Auditor of the State of Louisiana. H ow ever this report is a 
m atter efpublic record and its distribution is not limited. 

August 14, 1996 
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IN D EPEN DENT A UD ITO R 'S REPO RT O N INTERNAL CO N TR OL 
STR U CTURE RELA TED M ATTER S N O TED IN A FINAN CIAL 
STA TEM ENT A UI)IT CO N DU CTED IN A CCO R DA NCE W ITII 

G O VERNM FNT A UD YF1N G STA NDARD S 

Board of'D irectors 
H om er M em orialllospilal 
H om er, Louisiana 

W e have audited the financial statements of Ilomer ~Memorial Ilospital (an enterprise fund of the Town of 
t]omer) as of and for the year ended June 30, 1996, and have issued our report thereon dated August 14, 
1996. 

W e have conducted our audit in accordance with generally accepted auditing standards, Government 
Auditing Standards, issued by the Comptroller General of the U nited States, and the provisions of Office of 

M anagement and Budget (OM B) Circular A-128, "Audits of State and Local Governments." Those 
standard:; and OM B Circular A-128 require that w e plan and perform the audit to obtain reasonable 
assurance, about w hether the general purpose financial statem ents are free of m aterial m isstatem ent. 

In planning and perform ing our audit of lhe general purpose financial statem ents of Ilom er M em orial 
11ospital for the year ended June 30, 1996, w e considered its internal control structule in order to determine 
our auditing procedures for the purpose of expressing our opinion on the general purpose financial 
statem ents and not to provide assurance on the internal control structure. 

The m anagem ent of H om er M em orial IIospital is responsible for establishing and m aintaining an internal 
control structure. In 

.
fulfilling this responsibility

, estimates and judgments by management are required to 
assess the expected benefits and related costs of internal control structure policies and procedures. The 

objectives of an internal control structure 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 w ith m anagem ent's authorization and recorded properly to perm it the preparation 
of financial statem ents in accordance w ith generally accepted accounting principles. Because of inherent 
lim itations in any internal control stru cture, errors or irregularities m ay nevertheless occur and not be 

detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that 
procedures m ay becom e inadequate because of changes in conditions or that the effectiveness of the design 
and operation of policies and procedures m ay deteriorate. 

For the purpose of this report, we have classified the significant internal control structure policies and 
procedures in the follow ing categories: 
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A ccou nt i n~kC~ t~~_Q!S. 

- Revenue/receipts - Property and equipm ent 
- Purchases/disbursements - Payables and accrued liabilities 
- Cash and cash equivalents - Long-.term debt 
- Receivables - G enelal ledger 

For all of the control categories listed above, w e obtained an understanding of the design of relevant policies 
and procedures and w hether they have been placed in operation, and w e assessed control risk. 

W e noted certain m atters involving the internal control structure and its operation that we consider to be 
reportable conditions under standards established by the Am erican Institute of Certified Public Accountants. 

Reportable conditions involve m atters com ing to our attention relating to significant deficiencies in the design 

or operation of tile internal control structure that, in our judgment, could adversely affect the entity's ability 
to record, process, summarize, and report financial data consistent with the assertions of management in the 
general purpose financial statem ents. 

Accounts receivable of tile Phases Program 
Com m ents 
The total accounts receivable of the Phases program continued to rise in the latter part of the year. The 
follow ing tabulation indicates how these receivables have increased over the m onths of the past fiscal year. 
Since there is a substantial contractual adjustment associated with these receivables, we have shown both the 
gross amounts and the net am ounts. The net am ounts represent the estim ated cash to be received flora the 
M edicare program . Our review and discussions w ith business office personnel explain that there have been 
som e problem s w ith the billing process and since it is a new program , the M edicare interm ediary w as unsure 
of w hat billing inform ation w as needed by them before paym ent could be m ade to the hospital W e 
encourage the tlospital to continue to m onitor these receivables and m ake every effort to collect these 
accounts. 

G ross N et 

M onth 

July, 1995 
Aug, 1995 

Sept, 1995 

Oct, 1995 
N ov, 1995 

D ec, 1995 
Jan, 1996 

Feb, 1996 
M ar, 1996 

Apr, 1996 

M ay, 1996 

June, 1996 

R eceivable 
B alance 

$ 373,000 
322,000 

315,000 

439,000 

585,000 

668,000 
800,000 

1,060,000 
1,080,000 
1,056,000 

1,176,000 

1,242,000 

R eceivable 
B alance 

$ 338,000 
257,000 
180,000 

248,000 
322,000 

367,000 
455,000 
431,000 

465,000 

348,000 

406,000 
444,000 

tlos~ ital's r~_sponse 
W e have contacted M edicare offi cials and have m et with them . Every effort is being m ade to collect these 
old and outstanding accounts receivable and w hen needed, the accounts are being re-billed. W e believe these 
additional efforts w ill result in a decrease in these accounts. 
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Educational Conlracts 
Com m e, nts 
The educational contracts provide for the H ospital 1o forgive indebtedness w hen the student returns to the 
hospital and w orks for a specific tim e. The contracts also provide for the student to repay the hospital ifthW  
do not return to the service area. W e recom m end the hospital provide the board of directors or the finance 
com m ittee a sdm dule w hich docum ents the m onthly or quarterly activity within these contracts. 

Host~_!~d's re_sponse 
This will be provided to the finance comm ittee and board. 

Cost R eport Statistics 
Com m ents 
To assist in preparing both the M edicare and M edicaid cost reports accurately and timely, we suggest the 
follow ing im provem ents: 

Since the hospital contracts for its physical therapy service, these fees are subject to maxinmm 
amounts based on the hours worked and actu al calendar days w orked at the facility. W e suggest the 
hospital require the contracted physical therapist to report m onthly to the hospital the specific hours 
w orked and the total calendar days w orked at the hospital. Salaried therapists do not have specific 
cost caps placed on them by M edicare and M edicaid; therefore, the hospital may attempt to obtain a 
salaried therapist in lieu of contracting for these services, 

The medical director fees paid for the phases and hom e health operations of the hospital are limited by 
M edicare and M edicaid in reimbursem ent. Such lim its require the determ ination of the actual number 
of hours w orked by each physician. W e recom m end the hospital obtain this inform ation more 
currently as the preparation of the cost report w as delayed to some degree in obtaining this 
in form ation 

] losp_ila?'sLq~ponse 
ttospital m anagem ent w ill review these suggestions and implem ent plans to address these issues 

This report is intended for the inform ation of the Board of D irectors, m anagem ent, Farlners tlome 
Adm inistration, and the Office of the Legislative Auditor of the State of Louisiana. This restriction is not 
intended to limit the distribution of this report, which is a m atter of public record. 
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W e have audited the financial statem ents of IIom er M em orial tIospital, for the ),ear ended June 30, 1996, and 
have issued our report ~hereon dated August 14, 1996. W e have also audited H om er M em orial llospital's 

compliance with requirements applicable to major federal fnancial assistance programs and have issued our 
~cport thereon dated August 14, 1996. 

W e conducted our audits in accordance w ith generally accepted auditing standards; G overnm ent Auditing 
Standards, issued by the Com ptroller General of the U nited States; and Office of M anagem ent and Budget 

(OM B) Circular A-128, Audits of State and Local Governments. Those standards and OM B Circular A-128 
require that w e plan and perform the audit to obtain reasonable assurance about whether the general purpose 
financial statem ents are free of m aterial m isstatem ent and w helher tIom cr M em orial H ospital complied w ith 

laws and regulations, non-compliance with which would be material to a major federal financial assistance 

In planning and perform ing our audits for the year ended June 30, 1996, w e considered the D istrict's internal 
control structure in order to determ ine our auditing procedures for the purpose of expressing our opinions on 
the District's general purpose financial statements and on its compliance with requirements applicable to 

major programs and nol to provide assurance on the internal control structure. This report addresses our 
consideration of internal control structure policies and procedures relevant to com pliance w ith requirements 
applicable to federal financial assistance program s. W e have addressed policies and procedures relevant to 
our audit of the general purpose financial statem ents in a separate report dated August 14, 1996. 

The m anagem ent of H om er M em orial H ospital, is responsible for establishing and m aintaining an internal 

control structure. In fulfilling this responsibility, estimates and judgments by management are required lo 
assess the expected benefits and related costs of internal control structure policies and procedures. The 

objectives of an internal control structure are to provide management with reasonable, but not absolute, 
assurance that assets are safeguarded against loss from unauthorized use or disposition, that transactions are 
executed in accordance w ith m anagem ent's authorization and recorded properly to perm it the preparation of 
general purpose financial statem ents in accordance w ith generally accepted accotmting principles, and that 
federal financial assistance program s are m anaged in compliance w ith applicable law s and regulations. 
Because of inherent lim itations in any internal control structure, errors, irregularities, or instances of 

noncompliance may nevertheless occur and not be detected. Also, projection of any evaluation of the 
structure to future periods is subject to the risk that procedures may become inadequate because of changes 
in conditions or that the effectiveness of the design and operation of policies and procedures m ay deteriorate. 



For the purpose of this report, w e have classified the significant internal control structure policies and 
procedures used in administering federal financial assistance program s in the following categories. 

General Requirem ents 
-  Political activity - D rug-free W orkplace Act 
-  Civil rights - Administrative requirem ents 
-  Federal financial reports 

Accountinu Annlication 
-  Receivables 
-  Cash receipts 
-  Purchasing and receiving 
-  Accounts payable 

- Cash disbursem ents 
- Payroll 
-  Property and equipm ent 
-  G eneral ledger 

For all of the internal control structure categories listed above, w e obtained an understanding of the design of 
relevant policies and procedures and determ ined whether they have been placed in operation, and we 
assessed control risk. 

D uring the year June 30, 1996, H om er M emorial H ospital, expended 0%  of its total federal financia 

assislanee under major federal financial assistance programs. 

W e perfbrm ed tests of controls, as required by OM B Circular A-128, to evaluate the effectiveness of the 
design and operation of internal control structure policies and procedures that w e considered relevant to 
preventing or detecting m alerial noncom pliance w ith specific requirem ents, general requirem ents, and 
requirements governing claim s for advances and reimbursem ents and am ounts claim ed or used for m atching 
that are applicable to the aforementioned non-major program. Our procedures were less in scope than would 
be nece,;sary to render an opinion on these internal control structure policies and plocedures. Accoldingly, 
we do not express an opinion. 

Our consideration of the internal control stru cture would not necessarily disclose all m atters in the internal 
control structure that m ight be m aterial w eaknesses under standards established by the Am erican Institute of 
Certified Public Accountants. A material weakness is a reportable condition in which the design or operation 
of one or m ore of the internal control structure elem ents does not reduce to a relatively low level the risk that 
noncom pliance w ith law s and regulations that would be m aterial to a federal financial assistance program m ay 
occur and not be detected w ithin a tim ely period by em ployees in the norm al course of perform ing their 
assigned functions. W e noted no m atters involving the internal control structure and its operation that we 
consider to be m aterial weaknesses as defined above. 

H ow ever, w e noted certain m atters involving the internal control structure and its operations that w c have 
reported to the m anagem ent of H om er M em orial H ospital in a separate letter dated August 14, 1996. Refer 
to page 19 of this report for this separate letter. 

This report is intended for the inform ation of the Board of D irectors, m anagem ent, and Farm ers H om e 
Adminis'!ration. H ow ever, this report is a m atter of public record and its distribution is not lim ited. 

, Richardson & Co., L.L.P. 
August 14, 1996 
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Board of D irectors 
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H om er, Louisiana 
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Jerry G. Richardson, CPA 
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Johnnie A. q}'lcr, CPA 

W e have audited the financial statem ents ofttom er M em orial ttospital, as of and for the year ended June 30 
1996, and have issued our report thereon dated August 14, 1996. 

W e have applied procedures to test Ilom er M em orial H ospital, compliance w ith the follow ing requirem ents 
applicable to its federal financial assistance program s, w hich are identified in the schedule of federal financial 
assistance, for the year ended June 30, 1996: 

- Political activity 
-  Civil rights 
-  Federal financial reports 

-  Drug-free W orkplace Act 
-  A dm inistrative requirements 

Our procedures w ere lim ited to the applicable procedures described in the Offi ce of M anagem ent and 
I~udget's "Com pliance Supplem ent for Single Audits of State and Local Governm ents". Our procedures 

were substantially less in scope than an audit, the objective of which is the expression of an opinion on 
H om er M em orial H ospital, compliance with the requirem ents listed in the preceding paragraph. Accordingly, 
w e do not express such an opinion. 

W ith respect to the item s tested, the results of those procedures disclosed no m aterial instances of 
noncompliance w ith the requirem ents listed in the second paragraph of this report. W ith respect to item s not 
tested, nothing cam e to our attention that caused us to believe that H om er M em orial H ospital, had not 
complied, in all m aterial respects, with those requirements. Also, the results of our procedures did not 
disclose any imm aterial instances of noncom pliance w ith those requirem ents. 

This report is intended for the inform ation of the Board of D irectors, m anagem ent, and Farm ers llom e 
Adm inistration. H ow ever, this report is a m atter of public record and its distribution is not lim ited. 

August 14, 1996 
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]tom er M em orial ttospital 
H om er, Louisiana 

Jim L. Neulllglll, C[~A 
Jerry G. Richardson, CI'A 

ooOoo. 
Stephen P. l)uck. (?PA 
Joseph S. Kct/tlc([)', CPA 
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W e have audited the financial statem ents of H orner M em orial H ospital, as of and for the year ended June 30 
1996, and have issued our report thereon dated August 14, 1996. 

W e haw~ also audited IIom er M em orial H ospital's com pliance w ith the bond requirem ents that are applicable 

to its major federal financial assistance program, which is identified in the accompanying Schedule of Fedeial 
Financial A ssistance, for the year ended June 30, 1996. The m anagem ent of H om er M em orial H ospital is 
responsible for H om er M em orial H ospital's com pliance w ith those requirem ents. Our responsibility is to 
express an opinion on com pliance with those requirem ents based on our audit. 

W e coi~ducted our audit of com pliance w ith those requirem ents in accordance w ith generally accepted 
auditing standards; G overnm ent Auditing Standards, issued by the Com ptroller General of the U nited States; 
and Off'ice of M anagement and Budget (OM B) Circular A-128, "Audits of State and 1.ocal Governmenls." 
Those standards and O M B Circular A-128 require that w e plan and perform the audit to obtain reasonable 
assurance about whether m aterial noncompliance w ith the requirem ents referred to above occurred. An audit 
includes exam ining, on a test basis, evidence about H om er M enlorial Itospital's compliance w ith those 
requirem ents. W e believe that our audit provides a reasonable basis for our opinion. 

The res,.lhs of our audit procedures did not disclose any im m aterial instances of noncom pliance w ith the 
requirem enls referred to above. 

In our opinion, tlom er M em orial H ospital com plied, in all m aterial respects, w ith the bond requirem ents that 
are applicable to its major federal financial assistance program for the year ended June 30, 1996. 

This report is intended for the inform ation of the Board of Directors, m anagem ent, and Farlners Ilolne 
Adm inistration. tIow ever, this report is a m atter of public record and its distribution is not lim ited. 

August ld, 1996 
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IN DEPEN I)ENT A UDITO R 'S REPO RT O N SCH EDULE O F FEDERAl, 
FIN AN CIA L A SSISTA N CE 

Board of D irectors 
I lom er M em orial Itospital 
I lom er. I ,ouisiana 

W e have audited the financial statem ents oftIom er M em orial Itospital, as of and for the year ended June 30, 
1996, and have issued our report thereon dated August 14, 1996. These financial statem ents are the 
responsibility oftlom er M emorial tlospital m anagem ent. Our responsibility is to express an opinion on these 
general parpose financial statem ents based on our audit. 

W e conducted our audit in accordance w ith generally accepted auditing standards, Governm ent Auditing 
Standards, issued by the Comptroller General of the U nited States, and the provisions of Office of 

M anagement and Budget (OMB) Circular A-128, "Audits of State and Local Governments". Those 
standards and OM B Circular A-128 require that w e plan and perform the audit to obtain reasonable 
assurance: about w hether the general purpose financial statem ents are free of m aterial m isstatem ent. An audil 
includes exam ining, on a test basis, evidence supporting tim am ounts and disclosures in the general purpose 
financial statem ents. An audit also includes assessing the accounting principles used and significant estimates 
m ade by managem ent, as w ell as evaluating the overall financial statem ent presentation. W e believe that om 
audit provides a reasonable basis for our opinion. 

Our audit w as conducted for the purpose of form ing an opinion on the general purpose financial statem ents 
of H om er M em orial H ospital, taken as a w hole. The accom panying schedule of federal financial assistance is 
presented for purposes of additional analysis and is not a required part of the general purpose financial 

statcmenls. The information in that schedule has been subjected to the auditing procedures applied in the 
audit of the general purpose financial statements and, in our opinion, is fairly presented in all material respects 
in relation to the general purpose financial statem ents taken as a w hole. 

August 14, 1996 
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1 IO M ER M FM O RIA L ItO'SP1TAL 
SCIIED ULE O F FEDERA L FINA NCIA L A SSISTA NC E 
For the Y ear Ended June 30, 1996 

Program 

IIospital Revenue Bonds of the Tow n of 
llom er, State of Louisiana, Series 1988 
purchased by Farm ers H om e Adm inistration 

Bond Princioal 

Payable 
07/01/95 Paid 

Payable 
06/30/96 

Bond 

Interesl 
Paid 

~=~423: 144 $ 75,686 ~ 3,347:458 $ 207,6_0_4_ 
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