
I.A FO UP.(~IIF~ PA R ISll tlO SPITA L SEIIV I('F I)ISTI~
.ICT N O . 1 

D/B/A 

LA I)Y O F TIlE SEA C EN I~'I~.A L llO SPITA I
. 

STA TEM ENTS O F ('IIA NG ES IN FUND BA LA N C E 

BA I.A N C F, Beginning of Y ear 

Pevenues and Gains in Excess 

of Expenses and I,osses 

BA 1 ~A N C E, End of Y ear 

he accom panying notes are an integral part of these financial statem ents 

For The Years l';nded 

June 30. 
996 1995 

$ 9,900,958 $ 9.792.146 

225,330 108.812 



I,A FO L11/(?IIE I'A RISll IIO SI'ITA I, SERV ICE I)IST]I1C I" N O
. 1 

D/B/A 
LA DY O F TIlE SEA G ENER AL IlO SPITA L 

UN AUD ITE1) CO N DENSED SCllED UI,E O F INSUR AN CE 

For The Year Ended June 30, 1996 

C O V EI~A(;E 

]q/QPFIITY, II()ILEI{ AND M ACi/INEllY 

A ll Buildings, Personal l'roperly
, Boiler and 

M achinery and l]osiness Incol~le 

All Buildings (90% Coinsurance) and ColltCnls 
I!quipm enl, Etc. 

Blankel ('overage Ranges 
l,ow 
Jligh 

A t.los - Vehicles - l'ltls Collision 

_CQM M ~'RCIAL (.3~1 M E 

l"m l*loyee l)ishonesty 
Forgery and A lleration 
Theft, l)isappearance and Destruction 
Robbery and Safe Burglary 

]~LO01) 

Building 
Contenls 

I~OA I )ULACfSID ENT 

Accidenlal Death 
M cdical Expense 

See i,Jdcpendcnt audilor's report on supplem entary inform ation 

24 

A M O UNT EX PIRES 

$ 4,063,200 
9,487,000 

10,000 
8,000,000 

000,000 

000,000 

100,000 
I 0,000 
10,000 
10.000 

275,000 
120,800 

0,000 
0.000 

I 1/1/<)6 

9/8/96 

I/1/96 
1/I/96 
1/I/96 
1/I/96 

1/6/96 
1/6/96 

6/13/97 
6/13/97 
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I,A FO UI/CIIE PAR ISll IlO SPITA L SERV ICE I)ISTRICT NO . 1 

I)/B/A 

LAI)Y O F TIlE SEA G ENI,;R A L IIO Si'I'I'A I, 

SCI1EI)UIJE OF REVENUES (Continued) 

O TIIEI! O I'ER ATING REVEN U E 

Clinics 

Em ployee M eals 

M isccllaileOldS 

M edical P.ecords Revenue 

G uesls M eals 

Silver l~,eclam alion from X-Ray Film s 

ln:~urance Retired 

Total Other O perating Revenue 

See independenl auditor's report on supplem entary inform ation 

2 

For The Years l'nded 

June 30. 

812,809 

39,097 

22,150 

12,429 

5,850 

231 

843,716 

38,046 

15,644 

10,842 

5,654 

30.427 

$ 892~66 $ 944,329 



I,A FO U I,ICIIE PA II.ISII itO SI)ITA L SERVIC F 1)ISTI,/ICT NO . I 
D/B/A 

I~AI)Y O F TIIE SEA G EN ERA L IIO SPITA L 
NO T ES TO  FIN AN C IA L STATEM EN TS 

NO TE A 

S[IM M ARY OF SIGNIFICANT ACCOUNTING POI,ICIES (Continued) 

PblOPERTY AND EQUIPM ENT (Continued) 

Interest cost incurred on borrowed funds during tl~c period of construction oz" the outrig 
purchase of capital assets is capitalized as a com ponent of the cost ofacquM ng those assets. 

CA SII A ND INVESTM ENTS 
Cash deposits with financial institutions, which include cash balances whose use is lim ited 

or restricted, amounted to $1,162,528. 

The bank balance was $1,226,603, which, at the balance sheet dale, was cmircly insured or 
entirely collatcralized by securities held by pledging bank's trust department in tile Jlospital's 
llalne. 

N(IN-I)II/ECI' I/ESI'ONSE ADVERTISING 
The 1 lospital expenses advctlising costs as incurred 

USE (IF ESTIM ATES 
The preparation of financial statem ents in conformity w ith generally accepted accounting 

principles rcqtfires management 1o m ake estimates and assumptions that afli:ct the reported 
am ounts of assets and liabilities and disclosures of contingent assets and liabilities at the dale of the 
financial statelnelltS and the reported alnoallls of revenues and expenses during tile reporlillg 
period. Accordingly, actual results could differ fi'om those estimates. 

NO TE B 
ASSETS W IIOSE USE 1S LIM ITED OR RESTRICTED 

A ssets whose use is lim ited that are required for obligations classified as current liabilities 
arc reported in current assets. Thc com position of assets whose use is lim ited or restricted is sct 
fort]] in tile tbllow ing table. Investments are slated according to the policy described in Note A. 

]y Agrcem ents w ill] Third-Party Payors for 
Funded l)cpreciatiou 

U .S. Treasury O bligations 
Franklin Custodial Funds 
U .S. G overnm ent Series 

Stale of I,ouisiana Bonds 

0 

_  11996 1995 

$ 1,637,007 $ 1,245,490 

026,590 1,048,009 

__  265,657 

_ ~ ,5_9_7 2,559,156 
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LaPort~ 
Sehr~ 

Hand 

To the Board of Com m issioners 
l,afourche Parish Ilospital Service D istrict N o. 1 

d/b/a Lady of lhe Sea G eneral llospital 
Galliano, l,ouisiana 

W e have audited Ibe accom panying general purpose financial statements of LAFOURCIIE 
I'AIIISI! llO SPITAL SERVICE DISTRICT NO . 1, I)/B/A LADY O F TIlE SEA G ENERAl, 
IIO SPITAL, a com ponent unit of the l~aiburche Parish Police Jury, as of and for the years ended June 30, 
1996 and 1995. as listed in lhe tablc of contents. These financial statemcnts are thc responsibilfiy of 
LAFOURCIII,; PAR1SII SIi;RVICE DISTRICT NO. 1, I)/B/A LADy OF Till,; SEA GENERAI~ 
IIOSP1TAL's managemcnt. Our rcsponsibilily is to express an opinion on these financial statcments bascd 
oll our audits. 

W e conducted our audits in accordance w ith generally accepted auditing standards and Government 
A uditing Standards. issued by the Com ptroller G eneral of the United States. Those standards require that 
we plan and pcrfbm ~ the audit to obtain reasonable assurance about w hether tile gcncral purpose financial 
statem ents are free of m aterial m isslalemcnt. An audit includes exam ining, oil a test basis, evidence 
supporting tile am ounts and disclosures in tile financial statem ents. An audit also includes assessing the 
accotmting principles used and significant estim ates made by m anagement, as well as evahmting tile overall 
general purpose financial statcm ent presentation. W c believe thai our audits provide a reasonable basis for 
O111" o])inion. 

In our opinion, tile general purpose financial statem ents referred to above present fairly, in all 
m aterial respects, tile financial position of LAFO URCllE PARISH H O SPITAL SERVICE DISTRI('T 
NO . I, D/B/A LADY O F TH E SEA GENERAL H O SPITAL as of June 30, 1996 and 1995, and the 
results of its operations and its cash flows for the years then ended, in conform ity w ith generally accepted 
accounting principles. 

In accordance w ith Government Auditing Standard% we have also issued a report dated August 30, 
1996 oll our consideration of LAFO URCIIE PARISH ItO SP1TAL SERVICE DISTRICT N O . 1, 
D/B/A LADY O F TIlE SFA G ENERAL H O SPITAL's internal control structure and a report datcd 
A ugust 30, 1996 on its com pliance w ith law s and regulations 

Augusl 30, 1996 
A Professional Accounting Corporation 

A I'l~dc~,Mol/al a(t'()tll/lil/g (:OlpOI;lliOll 
kt'xx:ly (]cnlci 58G0 N, (:atlst'v~ay Bh'd. Mcl:li)i~,', I,A 700(}2 (%0J) 8:55 5522 l~,X ('30 j) 82;~ 5%~;% 
O ]/t>x 27 I~ix clsidc ])live (:ovit/gloii. IA 70'i3'i (5(IJ) 892 5850 FAX (%(Iq) 892 5956 
dlt.i of At(SPA l)i~iMon tk)l CI'A JiHlls Pli\;l[(' (2Ollljliit]it's }'tkl~li(c S('(Iiot/ ;l12d ~;IC PI i(li(t' N~(liOll 

]lllt'lll:lIiOi~Lll A[]ili:lliOl] \silll A((Otlllti11~: ];iHiiq Ass~(i iIk'tl, ]11( 



LA FO UI/CIIE PARISH IIO SPITA L SERV IC E DISTRICI" NO . 1 

1)/It~/A 
LA DY O F TIlE SEA (;ENEllAI, IlO SP1TA L 

BALAN C E SIIEETS 

(~U IIR EN T ASSETS 

Cash and Cash Equivalents 

Assets W hose Use is l.im iled - Required 
for Cunent l,iabilities 

F'atient Accounls Receivable, N et of 

l'stimated Uneollectibles of $681,686 
for 1996, and $621,964 for 1995 

Estim ated Third-Party Payor Settlem ents 
IrJvenlory Supplies - at Cost 

Prepaid Expenses 

Olher Receivables 

Tolal Current Assets 

A SSETS 

A SSETS W IIO SE USE IS i,IM ITEI) O 11 llESTR 1CTEI) 

By Agreem ents w ith Third Party Payors 
tbr Funded l)eprecialion 

[lnder Indenture A greem ent 
F;y P;oard for Indenture Reserves 

Total Assets W hose Use is l.im ited 

I,,:ss: Assets W hose Use is Lim ited and that are 
Required for Current l,iabilitics 

Noncurrent Assets W hose Use is Lim ited 

I'LANT AND EQUIPM ENT, NET 

O TI 1 Ell ASSETS 
C,31islrtlclion ill Progress 
U nam ortized Bond Costs 

O ther Assets 

Total Other Assets 

olal A ssets 

996 1995 

$ 806,453 $ 747,912 

455.000 445.000 

2,840,537 

422,939 

114,889 
234.998 

4.874.816 

2,663,597 

543,537 

113~185 

3.320.319 

2,337,325 
392,467 

429,978 

118,799 

~ 595 

4,557~076 

2,559,156 
524,884 

1~ 288 

3.187.328 

455,000 445~000 

2.865.319 2.742.328 

6.518.453 

300,770 
14,813 

57.908 

373.49 

6,966,532 

336,855 
17,593 

31.089 

385,.537 

$ J~ 2 0=2~QJ79- $ 1.4 6.~6,65L_473 

'he accom panying notes are an integral part of these financial statem ents 



! JA IIILITIES A ND FUN D BA LA NC E 

C I]R R EN T 1 JA IIIL1TIES 

('urren! Instalhnents of I,ong-Term Debt 

Accounts Payable - Trade 
A ccrued A rchitect Fees 

Accrued Salaries and Em ployee Benefits 
A ccrued lnlerest oil l,ong-Tem l Debl 

Payroll Taxes Payable 

Current Obligations of Capital Leases 
l!sthnaled Third Party Selllem ents 

I,O N G -TI,;R M  LIA BILITIES 

Bonds Payable 
I,ong-Tem l O bligations of Capital I,eases 

I)efcrred Revenue 

oral l,ong-Term Liabililies 

leUN D llA I,A N C E 

Fund Balance 

Unrealized I,oss on N oncurrent M arketable 
Securities 

oral I,iabilities and Fund Balance 

996 1995 

455,000 
520,494 

61,336 

653,702 
52,237 

1,358 
132,081 
227.939 

2.104,147 

2,310,000 

210,012 

49 

2,520,06 

740.419 

2,765,000 

342.094 

3.107.094 

0,126,288 9.900.958 

_ _ ~ 8A52717) 

10,007.871 

(96,998) 

9.803.960 

$ 14 632 079 $ 14 651 473 



LAFO UR(31E PARISH ] IOSPITAL SERVICE DISTI~ICT NO . 1 

I)/B/A 

LADY O F TI|E SEA G ENERAL IqOSPITAL 

STATEM ENTS O F CAS|t FLOW S 

CA~,II FLO W S FRO M  O PERATING ACTIVITIES 

ANI) (;A INS AND LO SSES 

Revenues at'td Gaius in Excess of Expenses at~d Losses 

Adjtlstmcnts to Reconcile Revenues and Gains fil Excess 
of Expel/sos aud l,osses to Net Cash Provided 

by Operaling Activities and Gains and Losses: 

Depreciation and Am orlizalion 

Provision for Bad Debts 

Gain on Sale of Fixed AssEtS 

l~oss on Term of Service - Leasehoh:l Improvem ents 

(hlcrease) in Accounts Receivable 
(Increase) Decrease in Estimated 'l'hird-Party 
Payor Seltlelnenls 

(Increase) Decrease in Other Current Assets 
(Increase) l)ccrease in Inventories 
(Increase) I)ccrease in Prepaid Expenses 
(l)eclcase) Increase ill Accounts Payable 
(Decrease) Increase in Accrued Salaries and 

Enlployee Benefils 

(1)ecrcase) in Accrued Interest oil l.ong-'l erm 1)ebt 
(l)ccrcasc) in Payroll Taxcs Payable 

Net Cash Provided by Opelating 

Activities and Gains and Losses 

CASII FLO W S FRO M  INVESTING ACTIVITIES 

Cash (Invested ill) W ithdrawn from Other Assets 
Cash (Invested in) W ithdrawn from Assets W hose 

Use is Lim ited 

Proceeds froru Sale of Fixed Assets 

Cash Paid on Construction in I'rogress 

(Decrease) ill Rctainage Payable 
Decrease ill Restricted Cash 

(l)ecrcase) in Accrued Architect Fees 
l'urchases of Plant and Equiplnent 

Net Cash Provided by (Used in) hwesting 
Activities 

The azcom panying notes are an integral parl of these filmncial statements 

or The Years Ended 

.lune 30. 

996 1995 

$ 225,330 $ 108,812 

914,773 

034.972 

(I,524,351) 

620,406 

(149,403) 
7,039 

3,664 

(63,236) 

197,001 

(5,370) 
__  LLf I 3~  

904,646 

828,054 

(3,849) 
46,029 

(I,051,116) 

(134,072) 
83,418 

(41,629) 
(6,674) 
54.027 

(221,585) 
(8,615) 

~ /3863 

(26,821) 29,489 

(154,410) 

(49,025) 

~ '~ 45~  

1,350,236 

3,849 

(60,500) 
(35,000) 
149,158 

(74,820) 

~ 609,77113 _ 738,742 



LAFO U I~,('IIE I)AR ISI1 H O SPITAL SERV I('E I)ISTRICT N O . 1 
D/B/A 

LADY O F ]'liE SEA G ENER AL ItO SPITAI, 
N O TES TO FINANCIAL STATEM ENTS 

INT I).O I)UC TIO N 

LAFO UI~CIt E PARISH ltOSPITAL SERVICE DISTRICT NO . 1, I)/B/A LAI)Y ()F 
TIIF SI~?,A GENERAL IlOS])ITAL (llospital), is an acule care facility created pursua.t 1(3 
l,ouisiana revised staltltCS of 1950, Title 46, Chaplet 10, and Ordinance No. 863 of Lafourchc 
Parish Council adopted January 27, 1953. It is the Hospital's m ission to provide its com m unity 
w ith high quality care and education in a fiiendly, caring and professional m aim er. 

The adm iuislration of the I lospital is govcrned by a Board of Com m issioners consisting of 
tire m em bers appoinlcd by the Lafourche Parish Police Jury in accordance with the term s of office 

set forlh in l~ouisiana Revised Slalule 46:1053 and in Scclion 24:300 (C) of Sub-Chapter "G" of the 
Code of Ordinance of the l,afourchc Parish Police Jury. 

NO TE A 
SUM M ARY O F SIG NIFICANT ACCO UNT1N(; I)O L1CIES 

BA SIS ()l; I)RESENTATIO N 
The financial statem ents of the t Iospital have been prepared in conform ity w ith G enerally 

Accepled Accounting Principles (GAAP) as applied 1o governmental unils. The Government 
Accotmiiag Standards Board (GASB), is the accepted standard setting body for establisbing 
governm el~tal accounting aud financial reporting priuciplcs. 

R EPO I,ITI NG ENTITY 
A s the governing authority of the parish, lbr reporling purposes, the l~alburche Parish 

I'oliec Jury is the financial reporting entity for Latburche Parish. The financial rcporti.g entity 

co.sists of (a) the primary govcrument (police jury), (b) organizatious for which the primary 
goverl,nent is filmneially accountable, and (e) other organizations for which nature and 
significance of their relationship w ith the prim ary governm ent are such thai exclusion would cause 
the reporting entity's financial statem ents to be m isleading, or incom plete. 

GASB Statem ent No. 14 established criteria for delerm ining whicb com ponent units should 
be considered part of the reporting entity for financial reporting purposes. The basic criterion for 
ilm luding a potential component unit within the reporting entity is financial accountability. The 
G ASP, has set forth criteria 1o be considered in determ ining financia~ accountability. This criteria 
includes: 

Appoiuting a voting majority of an organization's governing body, and 

"he ability of lhc police jury to impose its will on that organization and/or 

The potential for the organization to provide specific financial benefits to or 

impose specific financial burdens on the police jury. 



I,A FO URC IIE PA IO SI| IIO SPITA L SERV IC E I)ISTR ICT NO
. I 

| )/B/A 
LAI)Y O F TIIE SEA G ENERAl, IlO SPITAL 
STATE]~,~EN'I'S OF CASt| }'LOW S (Continued) 

CA~';II FLO W S FRO M FINANCING ACTIVITIES 

I~aym ents m atte on Capital 1,eases 
I"el~aym ent of Notes Payable - Line of Credit 

Repaym ent of Bonds and Certificates of Indebtedness 

Net Cash (Used in) Financing Activities 

NET INCREASE IN CASII AND CASIt EQUIVALENI'S 

For The Years Fndcd 

June 30, 
996 1995 

(144,960) 

4(4+%_0Q0) 

(I 12,474) 
(200,000) 
(430O, OOO0) 

__ _  5(589,960D 7(742,474) 

58,541 552.528 

CAM I AND CASII FQUIVAI~ENTS - IIFGINNIN(; OF YEAR 
_ 74~ 12 _ 195,384 

CAS}I AND CASII EQUIVALENTS - ENI) OF YEAR 

SUPPLEM ENTA l, I)ISCLO SURES: 

Cash Paid l)uring the Year For Interest 

SUPPI,EM ENTA L I)IS( LO SUI:IES O F NO N -CASII 
}'INA N C IN(; A N D ]N V EST INC A C TIV IT IES 

Unrealized Gain (Loss) on Iiwcstment Securities 

Assets Acquired Through Capital l,eases 

Capital Lease Obligations 

Constru ction in Progress Capitalized During the Year 

"he a~zconlpanying noles are all integral part of these financial statements 

6 

_* 8_06= A 53 747.912 

2~ 05 ~. 264,03! 

$ (21,419) $ 41,309 

192,662 

192.662 

85,110 299.663 



LA FO U I;tC IIE PAIIISII |iO SPITA L SERVIC E I)ISTI/ICT N O . 1 
I)/B/A 

LA1)Y O F TItE SEA G ENERAL ttO SPITAL 
N O TES TO FIN A N CIA L STA TEM EN TS 

NO TE A 

SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

INVFSTM ENTS 
M arketable equity securities are carried at tile lower of cost or m arket al the balance sheet 

date. Investulents in debt securities are carried at amortized cost and are adjusted for impairments 
in value thai are deemed to bc other than temporary, luvesm.tent income is reported as a 
nonoperating gain. 

1 leld-to-maturity securities, which include any debt security for which the 1 lospital has the 
posilive intent and ability to bold until maluriiy

, arc carried at historical cost adjuslcd tbr 
amollization of prelnium s and accretion of discounts. Prem ium s and discounts are am ortized and 
accretcd, respectively, to interest income using the interest method over tile period to maturity

. 

lnlerest and dividends on investments in debt and equity securities are included in 
rLouoperating [llCOt.t.te \vhcll earn ed. 

INV ENTO RY 

Inventory is valued at tl]c lower of cost or m arket using the first-in, first-out method 

INCO M E TAX ES 
The tlospital is a governmental unit wldch has registered itself as a not-for-profit 

corporalion as described in Section 501(c)(3) of the lnlcrnal l~,evenuc (;ode and is exempt from 
Fcdcral income taxes on related income pursuant to Section 501 (a) of the Code. 

STATEM EN ]" O F llEVEN UES AND EXPENSES 
For purposes of display, lransactions deemed by management to be ongoing

, major or 
central to the provision of health care services are reported as revem les and expenses

. Pedplmral or 
incidental transactions are reported as gains and losses. 

ASSETS W lIO SE USE IS LIM ITED 
Assets whose use is lim ited include assets set aside by tile Board of Comm issioners for 

fiHure capital im provem ents and future indenture agreem ents, over w hich the Board retains control 
and may at its discretion subsequently use for other purposes; assets set aside in accordance w ith 
agreem ents w ith third-party payers; and assets held by trustees trader indenture agreem ents and 
sclf-iusurallce trust agreem ents. 

PROI'ERTY AND EQUIPM ENT 
Property and equipm ent acquisitions are recorded at cost. l)eprcciation is provided over 

the estimated usefitl life of each class of depreciable assets and is com puted on the straight-line 
m ethod 

M aiulcllance, repairs and m iller repIacenleats and in/provelneats are expensed as illcurred 

M ajor replacements and improvements are capitalized at cost. 



I.A EO U R(~IIE PAR ISII IIO SPITA I. SERV ICE I)ISTRICT N O . 1 

D/B/A 

I,AI)Y O F TIlE SEA G ENERAL IIO SPITAL 

SCH EDULE O F REVEN UES 

PA TIFNT SEIIV ICE llEVFN UES 

I'sychialric I~rogram 

1 ,aboratory 

Iqm rm acy 

Cardiopuhnonary 

Radiology 

Operating Roonl and Recovery Room 

Room and N ursing 

1 lom e 1 lealth 

l';m ergency and Treatm enl Room s 

D ialysis 

Anesthesiology 

M edical Supplies - Central Supply 

Intcnsive Care 

Ca! Scan 
E.K .G . 

U ltrasound 

M .R.I. 

N aclcar M edicine 

Physical Therapy 

M am m ography 

Social Service 

E.E.G . 

Cardiology 

Speech Therapy 

Totals 

lx,~ss: Coulractual Adjustments 

N et Patient Service Revenue 

See independenl auditor's report on supplem entary inform ation 

20 

or The Years Ended 

June 30. 

996 

4,497,919 

2,618,904 

2,589,059 

1,829,988 

1,333,363 

1,090,534 

I,I 83,962 

1,513,551 

1,189,195 

844,466 

387,353 

538,901 

433,346 

486,758 
178,733 

157,377 

166,024 

99,192 

33,220 

23,139 

16,704 

10,071 

135 

995 

3,074,000 

2,317,273 

2,283,670 

1,451,004 

1,307,910 

1,252,204 

1,144,642 

1,125,685 

1,068,138 

890,695 

491,381 

481,151 

476,709 

450,097 

170,348 

150,544 

124,410 

78,213 

26,45(I 

26,389 

13,500 

8,569 

6,135 

405 

21,221,893 18,419,522 

6,918,184 5.492.594 



LAFO UR CIIE PAR ISH IlO SPITA L SERV ICE DISTR ICT N O . I 
I)/B/A 

LADY O F TIlE SEA G EN ER AL ItO SPITAL 
NO TES TO FINANCIA L STATEM ENTS 

NOTE B 

ASSETS W ltOSE USE IS IJM H'EI) OR RESTRICTED (Continued) 

Under Indenture Agreclnenls 
Cash and Cash l';quivalents 
U .S. Treasury Obligations 

By Board for Indenture Reserves 
Cash and Cash Equivalents 
U.S. Treasury Obligations 

199fi__  __ /995 

192,554 

__ 350,9s~ 
175,688 

_ 5A 3~  5L7. _ 524,884 

12,522 

!00,663 
2,404 

__  100,8~  

1L3~!85 103 288 

$ 3 320 319 

N O 'I'I{ C 
N ET PA TIENT SER V IC E R EVEN UE 

The llospilal has agreem ents w ith third-party payers that provide for paym ents to the 
]]ospita] at anlotlnls differel]t from established rates. A Stllnnlary of thc paylncnt arrangell]enls 

wilh major third-party payers follows: 

M edicar~ - Inpatient acute care selvices rendered to M edicare program beneficiarics are 
paid at prospectively determ ined rates per discharge. These rates vary according to a patient 
classification system that is based on clinical, diagnostic and other factors. Inpatient non-acute 
services, certain outpatient services and defined capital costs related to M edicarc beneficiaries are 
paid based on a cost reimbursement m ethodology. The llospilal is reimbursed for cost 
reim bursable itelns at a tentative rate with final settlement determ ined after subm ission of annual 
cost reports by file tlospital and audits fl]ereof by the M edicare fiscal intem/ediary. The l lospital's 
classification of patients under the M edicare progrmn and the appropriateness of their adm ission are 
sub_iec'~ to an independent review by a peer review organization under c~_~l~lract with ll~e I lospital. 
Notices of amount of Program Reimbursement have been issued by the M edicare Fiscal 
interm ediary for cost reporting periods ended June 30, 1994. 



I,AFO U RC IIE PAH, ISII I1O SPfI'AL SERV ICE DISTI~ICT N(}. I 
D/B/A 

LADY OF TIlE SEA G ENERAL }IOSI'ITAL 
N O T ES TO  FIN A N CIAL STATEM E, N'|'S 

NO TIc C 

NET PATIENT SERVICE REVENUE (Continued) 

hdedic~id - Commencing July I, 1994, inpatient care services rendered to M edicaid 
im )gram beneficiaries are paid at prospectively determ ined rates per clay. l~ior to .hmc 30, 199d, 
inpatient and outpatient services rendered to M edicaid program beneficiaries are reim bursed under 
a cost rehnbursem cnl m ethodology. The ltospital is reim bursed at a tentative rate w ith final 
selllem eni deicrnlined after subm ission of annual cost reports by the ] lospital and audils thereof by 
the M edicaid fiscal interalediary. The Ilospital's M edicaid cost reports have been auditcd by llle 
M edicaid fiscal intermextiary through Jtme 30, 1991. The 1 lospital's M edieakt cost report for 1992 
h~is been settled without audit. 

The ltospital has entered into payment agreements with Blue Cross and other com mercial 
insurance carriers, 11M Os and preferred provider organizations. The basis for payment under these 
agreements inchldes prospectively determ ined rates per discharge, discounts from established 
charges and prospectively determined daily rates. 

NO TE 1) 
I)EFI,.~RI,IlCl) CO M PENSATION PLAN AND PENSIO N PLAN 

The llospital has a plan where qualifying employees may defer certain amounts of their 
salary, The Hospital incurs no cost under this plan. 

Effective November I, 1995, all fifll-fimc employees who had one year of continuous 
service were eligible to participate in the tlospital's retirement plan. Prior to Novcmbcr I, 1995, 
full-tim e em ployees were required to have three years of continuous service in order to bc eligible 
Jbr the plan. The plan is a defined contribution, money purchase plan. The plan is voluntmT and 
there is no requirem ent for em ployees to contribute to the plan. Eligible em ployees m ay contribute 
up to 16%  of their annual salary during their first year in the plan and 20% thereafter. Part-lim e 
em ployees can participate in the plan, but are lim ited to only em ployee eonlributkms. Em ployees 
are 100%  vested at the lim e of their cnrolhnent. 

Tbe Hospital fimds tile p}a~l based on a percentage of eligible employees' annual salary,. 
This percentage is determ ined by the Board, and is currently 3.25% . There is no prior flmding 
required. The Hospital's contribution to the plan amounted to $104,050 for June 30, 1996 and 
$86,326 for June 30, 1995. 

2 



I,AFO |]RC ilE PAR 1SII IIO SI'iTA I, SERVICE I)ISTRICT N O . 1 
D/B]A 

LA1)Y O F TIlE SEA G ENERAL IIO SP1TAL 
NO TES TO FINAN CIAl, STATEM ENTS 

NO TE E 
IXING -TERM  I)EBT 

On April 1, I976, bonds totaling $4,480,000 were issued by tile l lospital Service District 
N o. I of the Parish of l,aRm rche, Stale of 1,ouisiana. Procecds fiom tire sale of these bonds wcre 
restricted for COllSlruclioll of the llospital. The bonds are in denom inations of $5,000 each, 
m aturing serially in the years 1978 through 2001, inclusive. Interest is payable on April 1 and 
October I, each year. Thc average interest rate is 6.519% . The bonds and interest w ill be paid by 
an annual Ad Valorem tax levied on properly ow ners. The balance owed on the bonds was 
$1.580,000 and $1,850,000 at June 30, 1996 and June 30, 1995, respectively. 

On Fcbruary 3, 1981, revenue bonds tolaling $1,685,485 werc issued in a privale salc to lhc 
National Oceanic and Atmospheric Adm inistration, Office of Coastal Zone M anagem ent, bearing 
interest aI a rate of 6%  per anntan and m aturing over a period of Iwenty-five years, w ith interest 
payable sem i-annually on }:ebruary 3 and August 3. The balance owed on tire bonds was $705,000 
and $790,000 at .hmc 30, 1996 and June 30, 1995, respectively. 

On April 1, 1992, bonds totaling $1,000,000 were issued by the Hospital Service l)ish-ict 
N o. 1 of'the Parish of l.afourche, State of Louisiana. Proceeds from tire sale of these bonds were 
restricted to acquiring and conslructing additions and improvements to 1 lospilal facilities, including 
the dialysis unit, equipment and furnishings. The bonds are in denominations of $5,000 each, 
m aturing serially in the years 1993 to 2002, inchlsive. Interest is payable on April I and October l, 
each year. The interest rate is 7.0% . The balance owed on the bonds was $480,000 and $570,000 
al .hm e 30, 1996 and June 30, 1995, respectively. 

Scheduled principal repayments on long-term debt are as follows 

1997 
1998 
1999 
2000 
2001 
Thereafter 

$ 455,000 
480,000 
515,000 
535,000 
500,000 

_  280,00~ 

NO TE F 
R ISK M ANA G EM ENT 

The llospital is exposed to various risks of loss related to torts; theft of, dam age to, and 

destruction of assets; errors and omissions; injuries to employees; and natural disasters. 

Tim I Iospilal is a m em ber of two separate trust fim ds established by the Louisiana ttospital 

Association '&at encompasses self-insurance of (1) llospital professional liability and 
comprehensive general liability and (2) Slatulory workers' compensation. The llospilal continues 
lo carry com m ercial insurance lbr all other risk of loss. 
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LA DY O F TIlE SEA (;ENI~',RA1, IIO SI'ITA I, 
N O TES TO FINA N CIA L STA TEM EN TS 

N OTI,] F 

RISK M ANAGFM ENT (Continued) 

The trust funds are pooling arrangem ents w hereby there is a sharing of risks am ong tile 
participants of tim trust fimds. The l lospilal lepo~as its prem ium s as insurance expenditures and 
expenses these premiums over the pro rata periods involved. The tru st fired for the professional 
liability and comprehensive general liability reflects a fired balance of $6,160,249 at October 31, 
1995. The trust fired for statutory workers compensation reflects a fund balance of $1,475,170 al 
l)ecem ber 31, 1995. The management of the ftmd has com plete conhol over the rate setting 

process. 

NO ~IE G 
CO M M ITM ENTS 

q, (;apital Leases 

r['hc I lospital is the lessee of various m edical equipm ent under capital leases 
expiring in various years through June 30, 2001. The assets and liabilities under capital 
leases are recorded at the lower of the preseut value of the m inimum lease payments or the 
thir vahle of the asset. The assets arc deprccialed over the lower ofiheir rclated lease terms 
or theh" estflnated productive lives. Depreciation of assets under capital leases is included 
in depreciation expense for the years ended June 30, 1996 and June 30, 1995. 

I)cprcciation on assets under capital leases charged to cxpense in fiscal years 
ended June 30, 1996 and 1995 was $90,305 and $63,256, respectively. 

M inim um future lease paym ents under capital leases as of Jmlc 30, 1996 for eacl 
of the next five years and in the aggregate are: 

Year Ended J_0pe 3~  

1997 
1998 

1999 
2000 
2001 
Thereafter 

4 

$ 132,081 
112,745 
75,824 
12,838 
8.607 

$ 342 09~ 
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LA I)Y O F TIlE SEA G EN ERA L ItO SPITAL 
N O T ES TO  FINA N C IA L STA TEM ENTS 

NO TE G 

COM M fFM ENTS (Continued) 

~ O perating l.cases 

The llospilal also leases medical equipm ent under operating lease agreem ents. 
I'he tolal relll cxpellse for the years cnded June 30, 1996 and Julle 30

, 1995 for equipm en! 
cased undcr operaling leases was $60,473 and $40,342, respectivcly. 

~ PIF re]lase A[~reelllelllS 

l)uring dm fiscal ),car ended June 30, 1995, lhe I lospilal entered into a long-term 
purchase contract w ith 3M M edical hnaging Systcms for lhc purchase of lhc l lospilaI's 
X-ray fihn. The term of the conlraet is five ),ears

, w ith an annual fihn purchase 
commitment of $133,890. 

As an incentive for the ttospital to eater into lhe purchasing conlract
, 3M pm vidcd 

lhe I lospital w ilh X-ray printing equipm ent. This equipment had a list price of$110,026. 

The cosl oflhis equipment is deemed to be implicitly included in the anllual fihn 
purchase com m ihnenl. Based on lhis, the acquisition of life equipm ent is deem ed Io be 
through a eapilal lease. A portion oflhe cost incurred in acquiring X-ray fihn fiom 3M is 
applicable lo reduction of lhe lease obligation. M inim um lease paym enls associated ;vilh 
life cqt)ipmenl are flmluded in the schedule of m inim um fiflure lease paym ents

, as 

presented above. 

The effective m inimum purchase obligations associated w ilh 111o purchasing 
eolllra~l are as follow s: 

1997 
1998 
1999 
2000 

Purchase 
C JQ!m n ilm ent 

133.890 
133,890 
133,890 

__  _ 23A~2 

Anlotlllt 
A~ plied !o Leas~ 

~_ 4_'_/9.772 $ 78,851 

N et 

Purchase 
Con!!!~ ment 

$ 400,9921 
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N O TE II 
CO NCFNTR ATIO N S O F CR EI)IT R ISK 

"l'he I/ospital is Iocaled in Galliano
, Louisiana. The Ilospital grants credit w ithout 

collateral to ils patients
, most of whonl are local residenls and are insured under lhird-party payor 

aglcem em s. The m ix of receivables fi'om palients and third-party payors was as folkv
, vs as of 

June 30. 1996: 

M edicare 
M edicaid 
Bhle Cross 
Other Com m ercial 
Private Pay Patients 

100%  

N ()T E I 

FA IR VA I,UES O F FINA NC IAL INSTRUM EN TS 
The follow ing m ethods and assum ptions were used by lhc l lospilal in estim ating the fair 

wdue of its financial inslruments: 

Cash and Cash Equivalents: 3"he carrying am ount reporled in the balance sheet for cash 
and cash equivalents approxim ates ils ['air value

. 

Assets W hose Use is l,im ited 
illVeS[lllelllS, long-term inveshnents, and 
balance sheel approxim ales fair value. 

These assets consist primarily of cash
, short-term 

nteresl receivable. The carrying anlount reported in the 

The carrying am ount and fair value of the Hospital's financial instrum ents at 
.hm e 30, 1996 

are as follows: 

Cash and Cash Eqtfivalents 
Assels W hose Use is Lim iled 

A nlotlnt 

$ 806,453 
3,320,319 

Carrying 
Fair V a!~,V~_ 

$ 806,453 
3,320,319 

'he carrying anlotlnt and fair value of the Hospital's financial instrum ents at June 30
, 1995 

ow s: 

Cash and Cash Equivalents 
Assets W hose [lse is Lim ited 

6 

Al'llotln[ 

$ 747,912 
3,187,328 

Carrying 
Fair V alue 

$ 747,912 
3,187,328 
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NOTES TO FINAN CIAL STATEM ENTS 

N O TF J 
IOq ,ATEI) PARTY TRANSACTIONS 

I)uring the year ended 3une 30, 1993, the Hospital contracted w ith a relative of a m ember 
of the }/oard of Com m issioners Io serve as m edical director of the llospital. 'llm coJilracI was 
lerm inated in l)ecembcr 1994. l)uring the year ended June 30, 1995, l, he anlotlill paid to this 

physician totaled $24,0(!0. 

NO TE K 
C IIAI/ITY CAR E 

The 1 lospi~.al does nol provide for charity caw upon the adm ission ofa palicnL 11 is only 
after services have been provided, and a patient claims that he cannot m ake paymen! on his accoulll 
that the [lospita[ m ay consider forgiveness of tim debt under its charity policy. /),ring the years 
endcd June 30, 1996 and June 30, 1095, tim llospital wrote off $4,200 and $7,171, respectively, as 
charily expense, which is netted agains! its revenue. 

NO TE 1, 

PIIOI'ERT~( AND EQUIPM ENT 
Maior classifications of property and cquipmen! are summarized below: 

Building 
l~quipm enl 
V ehiclcs 

,ess: Accum ulaled l)epreciation 

I'otal Buildings and Equipm ent 
l~and 

Total Property and 
l,kluipm ent, net of I)cpreciation 

_ _  1996 _  199~__ _ 

$ 9,171,331 
7,041,508 

__ _ 72~130 
16,284,969 

_ A OA_4.1~ 53_ 

6,143,111 

__  375.342 

$ 9,048,811 
6,737,892 

M .352 
15,821,055 

6,591,190 

753Y~ 342 

~ 6 5,5]18,453 ~ 2 

Depreciation expense for the years ended June 30, 1996 and June 30, 1995 totaled 

$914,773 and $004,646, respectively. 

7 
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NO TE M  
I,O SS (IN TER M  O F SEIIVICE 

l)uring llle year ended June 30, 1995, lhe Ilospital closed its Grand Isle M edical Clinic. 

Ccrlain leasehold im provenm nls had been m ade lo lhe Clinic building prior to ils closure. Because 
the Clinic was closed, lhe rem aining book value of the leasehold im provem ents ',,,,as written off. 
'lhe rem aining book value of lhcse leasehold im provem ents at the lim e lhe Clinic ',',,as closed 

am~unled 1o $46,029. This loss is rcflecied as a non-operaling loss on lhc slalcmenl of revenues 
and expenses. 

NO TE N 

SUIISEQUENT EVENTS 
Subsequent to June 30, 1996, the llospilal signed contracts will1 lhree physicians. One 

physician is under contract for lhree years, with m inimum com pensation established for lhe first 
year al $180,000. 

Another physician is trader contracl for one year w ilh annual renewal available, and 
n inm m compensation set al $180,000. 

Tim lhird physician is under conlract tbr one year w ilh m inim um com pensalion scl at 
$115.000. 
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T0 the Board of(:omm issionc~s 
|Jafourehe Parish llospitM Service District No, 1 
d/b/a I,ady of The Sea G cneral Ilospital 
G alliano. l.ouisiana 

ndependent Auditor's Reporl 

Our report on our audit of lhe component unit financial slalem ents of LAFOUIICltE I'ARISll 
IIO SPITAI, SIgI'IVI(JE ])ISTR1CT NO . 1, D/B/A LADY OF TH E SEA GENERAL I1O SPITAL for 
the years ended June 30, 1996 and 1995, appears on page I. That audit was m ade for the purpose of 
form ing an opinion on the com ponent unit financial statem ents taken as a whole. The supplem entary 
inform ation thal follows on pages 20-25 is presented for purposes of additional analysis and is not a 
required pad of the componenl unit financial statem ents. Such information, except for lhat portion marked 
" unaudilcd", on which wc express no opinion, has been subjected to lhc auditing procedures applied in the 
audit of tI~e basic financial statements, and, in our opinion, the inform ation is fairly stated in all m aterial 
respects in relation to the basic financial statements taken as a whole. 

August 30. 1996 

A I,lolcss]{}l/~l] A((otHilil],~ Col]]o[;itiOl/ 
NO0 "1~\o I,M~c\~;I) Ccntc~ 3H5{1 N. C;mncw;ly Bl~d Mt'hlilic, IA "700[)2 (~Oi) F,:~% 5522 lAX (50i) 855 55;;5 

P.(). BIIx 27 Ilivclsidc l)lixc Covil/gton, I,A 7(}1~4i (50i) 892 585(I lAX (5(1i) 892 :>9~>0 
Mclnl,cl {~1 AICPA I)[~isi~,t~ 12,1 (;I'A I:illllS Pti\ dc ())lll~)lllJ{'s I'latlitt' NLXli()II ;It]d N]](~ ]'l:lt Ii(t N~(IION 

lt/l~ ll];lli[lll31 Alli/kLIh)n ~xiI]l A(((Iktfllh/M ]hills Ass(Jtillt'd, IIR 
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NO TES TO FINANCIAL STATEM ENTS 

NOTE A 
SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (Contiltued) 

I,H~I'ORTING ENTITY (Continued) 

Organizations lbr which tile police jury does not appoint a voting mg~iority but are fiscally 
depeudcnt on the police jury. 

Organizations for which tile reporting entity's financial statements would be m isleading if 
data of lhe organization is nol included because of tile nature or significance of the 
relationship. 

Because tim police
.jury appoints all of the melnbers of the Ilospital's governing board and 

has the ability to im pose its ",,,,ill on the tlospital, the tlospJtal was determ ined to be a com ponent 
unit of tile l,afourche I'arish Police Jury. The accompanying financial statem ents present 
inform alion only on the fimds m aintained by the Hospital and do not present iaform ation oll the 

police jury, the general government services provided by that government unit, or the other 
governm enlal units thai com prise the financial reporting entity. 

I'I,IO PRI ETA RY FUN D ACCO UNTING 
The Hospital utilizes the proprietary fund m ethod of accounting whereby revenue and 

expenses are recognized on tile accrual basis. Substantially all revenues and expenses are subjec! to 
accrual. 

ACCO UNTING STANDARIIS 
Pursuant to Governmental Accountings Standards Board (GASB) Statement No. 20, 

Accounting and Financial Reporting for Proprietary Fund~" w*d Other Governnw~tal Entities That 
{Zve l'ro/;rielwy Fund Accounl#*g, the Hospital has elected to apply the provisions of all relevant 
pronc, uncemcnts of the Financial Accounting Stal{dards Board (FASB), including those issued after 
N ovem ber 30, 1989. 

('ASII AND CASIt EQUIVALENTS 
Cash and cash equivalents include inveshnenls in highly liquid debt instrum ents w ith a 

m aturity of six months or less, excluding amounts whose use is lim ited by board designation, other 
arrangem ents under trust agreem ents or w ith third-party payers. 

NFT PATIENT SERVICE REVEN UE 
Net pattern service revenue is repot'ted at the estim ated net realizable amounts fl'om 

patients, third-party payers and others for services rendered, including eslimated retroactive 

adjushnents under reimbursement agreements wilh third-party payers. Retroactive adiustmcnts are 
accrued on an estimated basis in the period tile related services arc rendered and adjusted iu future 
periods as final settlements are determ ined. 
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Improving Controls fllrough Purchase Requisitions (Continued) 

The accounts payable clerk should m aintain a file ofoulstanding approved purchase requisitions. 
(h~ce fire m erchandise has been received, tire shipping docun3cnl and tire receiving report should be 
com pared Io purchase requisition. These docum ents should then be com pared to tim vendor invoice. 

Unexplained differences between tile purchase requisition and the other documents should be reported to 
lhe C FO . 

]'AYROI,L 

Lim it A ccess to l'ayroll Inform ation 

1)uties of thc payroll departm ent include establishing new em ployee files, updafing wage rates 
and processing the biweekly payroll. These duties arc predom inantly handled by one em ployee, thus Ihe 
potential cxists that an unauthorized cm l:,loyee and/or an unauthorized wage increase could be illput lo 
lhe payroll system and not be detected. 

Tim payroll department's access to the com puter program for payroll should be lim ited only to 
the generation of the biweekly payroll. The payroll deparhnent should not have access to those program s 
in whicb new em ployees are established or in which em ployee pay rates are changed. By segregating 
these duties fl'om the payroll departm ent, adm inistration reduces the risk thai a payroll check could be 
prepared for an unauthorized employee or pay rate. 

Since the I lum an Resources l)cparlm ent bandies tile hiring of new em ployees, those coolplllcr 
progtalns in which new employees arc established should be lim ited to tile llulnan Resources 
I)cpartm cnt. In addition, changes in pay rates should be input into the com puter system by llmnalr 
]~,csol.nccs. 

CL1NI~ ZS 

I,O S M edical Clioie and Total Care Clinic 

"fbe business office of the LOS M edical Clinic (tim Clinic) and Total Carc Clinic utilize 
prenumbercd patient charge sbccts (a.k.a. encounter sheets and super bills, respectively}. These sheets 
docum em tile services patients receive at the clinics. These sheets are m aintained at the business offices 
of the clinics and arc filed in nmncrical order. However, no procedures arc perform ed to verify that tire 
m mm rical sequencing of these sheets is com plete and no sheets arc m issing. 

Becausc of this, tim risk is high that cash from patienls m ight not be includcd in tile clinics' bank 
deposits, thc rcveoues arc not rccorded in the com puter system s of the clinics, aud patient hills are not 
filed w ith lbe insuralme com pany. 



I,OS M edical Clinic and Total Care Clinic (Continued) 

n order to reduce Ibis risk, m anagem ent sbould perform lbe following procedures 

'Jim l lospital's accounting deparhnent should com pare tim am ount of revenue rcporled by tim 

clinics' business offices to lhe alnounl reported on the clinics' mo]lthly revenue (combination) 
reports. This would verify lhal the am ount of revenue reported to lhe accounting departm ent 
agrees to lhe alnounl of revenue recognized by the business office. 

2. The Ilospilal's aceouming slafl; under lhe direction of ll~e CFO, should randomly select dales 
whereby palient charge sheets are checked for completeness in regards to numerical sequencing. 

Any m issing palienl charge sheets should be holed and investigated. 

A m aterial weakness is a reportable coadifion in which lhe design or operation of one or more of the 
bllernal eollt/o] sIruclttrc e]c/lleals does IDol redt~ce to a relatively low level the risk fhat elTols or 
irregnlarilies in am ounls lhal would be m alerial in relalion lo lhe financial slalem enls being audited m ay 
occur and not be detecled w idlin a lim ely period by em ployees in the norm al course of perform ing their 
assigned functions. 

Our eonsideralion of tim internal conlrol structure would not necessarily disclose all mallcrs in lhe intern al 
contro l sh'tleltlre thal m ight be reportable conditions and, accordingly, would not necessarily disclose all 
reporlable conditions lhat are also considered Io be m al.erial weaknesses as defined above. Ilowcver, none 
of the reportable conditions described above is believed 1o be a m a/erial ,,veakness. 

This report is intended solely tbr lhe information and use of the audit comm ittee
, m anagem ent, and olhers 

w ithin lhe orgauization. 

W e apprcciale tim cotlfidetme yotl ba;,e placed iu us by allowing us to serve LAFOURCIIE PARISII 
IIO SPITAi, SERVICE DISTI~,ICT NO . 1, D/B/A LADY OF TIlE SEA G ENERAL IIOSI'ITAL

. If 
wc caa assist, you in any w ay w ilb fl~c above, please do not hesitate 1o contact us. 

I,aI'OI~,TE, SEIlRT, RO M IG & ItAND 

Gregory P. Rom ig 
Certified Public Accountant 
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INI)EPENI)ENT AUI)ITO R 'S R EPO RT O N CO M PLIAN CE BA SEl) 

O N AN A UI)IT O F G ENERAL PURI'O SE FINANC IAL STATEM ENTS 
PERFO RM EI) IN ACCORI)ANCE W ITI1 
GO VERNM EN T A UDIT1N G STANDARDS 

To the Board of Com m issioners 
l.afourche l'arish Itospital Service l)istric! No. 1 
d/b/a 1.ady of The Sea G eneral llospilal 
G alli~ no, l.ouisiana 

W e have audited lhc general purpose financial statements of LAFOURCH E PAIIISll 
IIO SPITAI, SERVICE I)ISTRICT NO . 1, D/B/A LADY O F TH E SEA GENERAl, H O SPITAl, for 
thc year cadod luae 30, I996, a~d ha've ;,ssued <~ur repol~, thereon dated August 3(/, '~q96. 

W e conduclcd our audit ill accordance with generally accepled auditing standards and Governnwnt 
Auditm,q Standards, issued by lhe ('om plroller General of tile Untied Stales. Those standards require lhat 
w e plan and perform the audi! Io obtain reasonable assurance about w helher tile general purpose financial 
s|alen/euls are free of inalerial illisstatcm enl. 

Com pliance w ith law s, regulations, contracts, and grants applicable lo LAFO URCIIE PAR1SII 
ItO SI'ITA L SERVICE IIISTRICT NO , 1, D/B/A LA1)Y O F TH E SEA G ENERAL IIO SPITAL is the 
responsibility oflhe Ilospilal's m anagem ent, As part of obtaining reasonable assurance about whether tile 
com ponent unit financial slalem enls are fi'ee of m alerial m isstatem ent, we perform ed tesls of file 110spilal's 
com pliance w ifl| certain provisions of laws, rcgulalions, contracts, and grants, llowever, the objective of 
our audit of lhe general purpose financial statem ents was not to provide an opinion on overall com pliance 
wilh sach provisions. Accordingly, we do nol express such an opinion. 

The resulls of our tesls disclosed no instances of noncompliance that are required to be reporled 
under Government Auditing Standard~. 

This report is intended for tile information of the board of comm issioners, management, and tbe 
I~egislalive Auditor of lbe Slate of l,ouisiana, ttowever, this report is a m atter of public record and ils 
dislribution is ]lot lim iled. 

A Professional Accounting Corporation 

A ugusl 30, 1996 
A I'lofk'5,5;iOll:ll A((~)tlnli/l,~ (;OlpOlzlli()l) 

HO(} 'hs~) I;Ikcw:~} (:~'111~'1 3NS(t Ix (::lllNC\X,~l} ]~lvd. Mct;tilic, I,A 70002 (504) 836 5%22 lAX (-30i) H5% "3~3% 
P.(t. II~~x 27 Ri~clsitlc I)Iivc Coxinglon, I,A 7()13'i (50"i) 892 585(I FAX (S0J) b~92 S95(~ 

~[k'lll}lk] ()l AIUI'A I)i\iMon lin CPA ]:ilHIs i'l]~,Hlt' (;(,hill;It]it'S Pi;l~li((' Su([ioil IIId NJ~(: 111:1~ [i(u St'([i()ll 
hlluit):itioi);l] Aflili;itio:) xxilIi Att~ltlllI{II,R ];iIiiis Ass~~ti;llcd Ink 



L2L!NI~~ 

LO S M edical Clinic and Tolal Care Clinic 

The busiuess ofl~ce of the I,OS Medical Clinic (tl~e Clinic) and Tolal Care Clinic utilize 
prenumbered palienl charge sheets (a.k.a. encounter sheets and super bills, respeclively). These sheets 
docum en! the services patients receive at tim clinics. These sheels are m aintained at lhe business offices 
of the clinics and are filed in num erical order, l lowever, no procedures are perform ed to verify that the 
m lm erical sequencing of these sheets is com plete and no sheets are m issing. 

Because of this, lhe risk is high that cash from palienls m ight no! be included in tile clinics' bank 
deposits, tile revenues are not recorded in tim com puter system s of the clinics, and patient bills are not 
filed w ith tim insurance com pany. 

In order to rcducc this risk, management should perform the following procedures 

"l"he Hospital's accouafing department should com pare the amount of revellue reported 
by tim clinics' business offices to tim amount reported on tim clinics' monlhly revenue 
(combination) reports. This would verify thal the amount of revenue reported to the 
accounting departm ent agrees to the am ount of revenue recognized by tile business 
office. 

The Itospital's accounting staff, under the direclion of the CFO, should random ly select 
dates whereby patient charge sheets are checked for com pleteness in regards to 
numerical sequencing. Any m issing patienl charge sheets should be noted and 
invcsligaled. 

A m aterial weakness is a reportable coadflion in which the design or operalion of one or more of 
Ihe internal control slructare elemenls does not reducc to a relatively low level the risk that errors or 
irregularilies in amounts that would be material in relation to the general purpose financial statem ents being 
audited m ay occur and not be detected w ithin a tim ely period by em ployees in '&e norm al course of 
perfoHning flmir assigned functions. 

O ur consideration of the internal control structure would not necessarily disclose all m atters in tile 
internal control structure tirol m ight be reportable conditions and accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be material weaknesses as defined above. 
I lowever, we believe none of the reportable conditions described above is a m aterial wcakness. 

W e also noted other m alters involving tim internal control structure and its operation that we have 
reported to the m anagem ent of the LAFO IJRCIIE PAIlIStt H O SPITAl, SERV ICE DISTRICT NO . 1, 
I)/BIA LADY O F TIlE SEA G ENERAL, IIO SPITAL, in a separate letter dated August 30, 1996. 

This report is intended for tim information of tile board of com m issioners, m anagement and the 
l,egislative Auditor of the State of 1,ouisiana. llowever, this report is a m atter of public record and its 
distribution is not lilnited. 

A ugust 30, 1996 

A Professimm l Accounting Corporation 



 

In planning and pcrlorm ing our audit of the general purpose financial statem ents of LAFO U I~,CIIE 
PA RISll IIO SPITAL SERVICE DISTIIICT NO . 1, D/B/A LAI)Y O F TIlE SEA G ENEllAL 
IIO SPITA L for the year ended June 30, 1996, we obtained an understanding of the internal contro l 
structu re. W ith respect to the internal control structure, we obtained an understanding of the design of 
relewtnl policies and procedures and whether they have been placed in operation, and we assessed the 
control risk in order to determ ine our auditing procedures for the purpose of expressing our opinion on the 
geneial purpose financial statements aud not to provide an opinion on tile internal control structure. 
Accordingly, we do not express such an opinion. 

W e noted cerlain m ailers involving the internal control structure and its operation that we consider 
1o be reporlable conditions under standards established by the American Institute of Cerlificd Public 
Accounlanls. P, cporlable conditions inw)lve matters com ing to our altenlion relating to significant 

deficiencies in the design or operalion of the internal conlrol slruclure that, in our judgment, could adversely 
affect lhe em ily's ability to record, process, sum marizc and report financial data consistent with the 
asscrtions of m anagem ent in the general purpose financial statem ents. 

The rcporlable conditions noted are as follows 

I'UR(.'I IASING 

Obse/yat ion 

l)uring our tests of controls over the purchasing fimction, it was noted that approved purchase requisitions 
are ne,t forwarded to the accounts payable clerk to m atch w ith invoices prior to paym ent. 

I~.ecom m endatiou 

A copy of the approved purchase requisition shotfld be submitted to the accounts payable clerk by the 
personnel approving the purchase requisition. This ,,','ill give an em ployee independence of the purchasing 
fimction, the opportunity to verify thai lhe item s ordered according to the approved requisition agree in 
description and quantity to tile item s which were billed to the Hospital. 

I'AYR~  

Db~er~ lJ~  

l)uring our review of the payroll cycle, it came to our attention tlmt one em ployee is responsible for 
eslablishing new em ployee files, updating wage rates and processing the biweekly payroll. 

Rqqo!n IJ3~ ndalio~ 

The i~ayroll dcparhnenl's access to lhc com puter program should be lim ited to entering the biweekly 
payroll. The departm ent should not have access to those program s which involve establishing new 
em ployees on the system or changes pay rates. The latler two responsibilities should rest w ilh the Im man 
resotltCe ftlaClioll. 
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I ND EI'ENI)ENT AUDITO R 'S RICPO RT (IN INTERNAL CO NTR O L 
STI/UCTUIIE llASEI) ON AN AUIIIT O F TIlE G ENERAL PUIIPO SE 

FINAN CIAl, STATEM FNTS IN ACCO RD ANC E 
W ITll GO VERNM EN T A UDITIN G STANDARDS 

1'o fl~e l~oard of Com m issioners 
Lafourche Parish llospital Service Districl No. I, 
d/b/a 1,ady of the Sea (~eneral llospital 
G alliano. l,ouisiana 

W e have audiled the general purpose financial statem ents of /,AFO URCIIE PAR1S]! 
IIO SI'ITA L SERVICE I)ISTR1CT NO. 1, D/B/A LADY OF TIlE SEA G ENERAL IIO SPITAL for 
lhe year ended June 30, 1996, and have issued our report thercon dated A ugus130, 1996. 

W e conducted our audit in accordance w ith geuerally accepted auditing standards and (;overnmenl 
Audil/ng :;landard% issued by the Com ptro ller General of the United Slates. Those standards require lhal 
we plan and pcrform tire audit to obtain reasonable assurance about whether the general purpose financial 
statenlelllS are ti-ce of m alerial irlisg|alearelrt. 

The management of LAFOURCI1E PARISH IIOSPITAL SERVICE DISTRICT NO . 1, D/IlIA 
l,AllY (IF TIlE SEA G ENERAl, llO SI'ITAL is responsible for establishing and m ainlaining an inlernal 

conlrol slruclurc. In fulfilling lhis rcsponsibilily, eslimalcs and judgmenls by management are required to 
assess lhe cxpecled benefits and related costs of intern al control struclurc policies and procedures. The 

objeclives of an internal control slructurc are to provide management with reasonab'm, but nol absolute, 
assurance lhat assets arc safeguarded against loss from unaulhorized use or disposition, and lhal lransactious 
are execulcd in accordance w ith m anagemenfs authorization and recorded properly lo pcrm it lhe 
preparalion of financial slalemcnls in accordance w ilh generally accepted accounting principles. Because of 
inherent lim itations in any intcrnal control structure, errors or irregularities m ay nevertheless occur and not 

be detected. Also, projection of any evalualion of the structure to filturc periods is subject to the risk lhal 
procedures m ay becom e inadequale because of changes in conditions or lhal the effectiveness of tire design 
and operation of policies and procedures m ay dcleriorate. 

A Iqolcssioll t] A(.(OUlllil3,~ C(llp(llaliol/ 
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PA R ISI] ]IO SPITA L SERV IC E I)ISTR ICT N O . 1 

LAD Y O F TIlE SEA G ENERA L IIO SPITA L 

UNAUDITED CONDENSED SCliFDULE OF INSURANCE (Conlinued) 
For The Year Ended June 30, 1996 

CO V ERA (;F 

PRO H ~;~ IONA L LIABILITY 

(?overage per Claim 

G EN ERA 1~ ! :1_4 BI L _ITY 

Covelagc per O ccl.lrencc 

Coverage per Clain 

BU~] N ES~q TRAVEL 

Accidenlal l)ealh 

A F~grcgale 

See independenl audilor's reporl oll supplem enlary inlbrm ation 

A M O UNT IgX I'IilES 

5,000,000 11 / I/96 

00,000 11/I/96 

225,000 

675,000 

6/13/97 

6/13/97 



iimi~ 
~[and 

Board of l)irectols 
I,afourche Parish H ospital Service ]}istricl No. ] 
d/b/a Lady of the Sea G eneral H ospital 

Ill plalm ing a~ld perfom liug our audit of the fiaalleial statem ents of LAFO URC IIE I'ARISII 
] IO ::',;i'ITAL SER VICE DISTR ICT N O . 1, I}/B/A LADY O F TIlE SEA G ENERAL IlO SPITAL for 
thc year cndcd June 30, 1996, we considered its internal control structure to determ iue our attditit~g 
procedures for tile purpose of expressing an opinion on lhe financial statements and not to provide 
assta-allce Oll file illternal collIrol slrtlcItlre. Itowever, as we iIotcd ill the prior year, there were ecllain 
Inallcrs involving the internal control structure and its operation thai we consider to be reportable 
cond:itions under standards established by file American Institute of Certified PuN ic Accountants. 
Reportable conditions involve m atters coating lo our altention relating to significant deficiencies in the 
desipn or operation of the internal control structure lhat, ill our judgment, could adversely affect tile 
Organizalion's ability to record, process, sum m arize, and report financial data consistent w ith the 
agseltiolls of m anagem ell[ ill tile financial statem enls. 

I'U~ Y,.:] 1A S ! _N~; 

Im proving Controls lllrough Purchase Requisitions 

Purchase requisitions, once approved by file department head, are not forwarded to tile accotmts 
payable clerk. W ith the purchasing departm ent controlling file placem ent of purchase orders and thc 
receipt of m erchandise, file potential exists for an em ployee in the purchasing departm ent to alter an 
approved purchase requisition w ithout the know ledge of |nanagenlent or the requesting departm ent. 

A copy of the approved purchase requisition should be subm itted to the accounts payable clerk 
by the personnel approving the purchase requisition. By providing lhe accounts payable clerk w ith a 
copy of tile approved purchase requisition, an employee, independent of file purchasing flmction is able 
to verify lhat descriptions and quantities of item s ordered agree 1o the descriptions and quantities of 
itcm ~; received and billed to tile 1 |ospilal. 

A IhoR'x~iol]al A(tounling {]{>Ip<m,ti<}n 
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