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Board of Directors Homer Memorial ttospital Homer, 1 .ouisiana 

NEUMAN, RICHARDSON & CO., L.I,.P. CERTIFIED PUBI,IC ACCOUN]ANTS 
INDEPENDENT AUDITOR'S REPORT 

Jim L. Nctnmm, (P\ Jclty G. Richald~,, Stt'phen P, I)UCk ( ]'A Juxcllh S. Klllhtd3 ( Johnnic A 3)h'r, ( I~,\ 

We have audited tile accompanying financial slatemenls of Homer Memorial Hospital, a component unit ol the Town of Homer as of June 30, 1997 and 1996. These financial statements are the responsibility olllomc~ Memorial Hospital's management. Our responsibilily is to express an opinion on these financial stalemcnl~ based on our audit. We conducted our audits in accordance with generally accepted auditing standards and the standawl~ applicable to financial audits contained in Gow'rnment Auditing Standards, issued by tbe Cenlptrolk, i General of the United States. Those standards require that we plan aud perform the audit to obtain rcasouahlc assurance about whether the financial statements are free of material misstatement. An audit include examining on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, a, well as evaluating the overall financial statement presentation. We believe that our audits provide ;~ reasonable basis for our opinion. 
In our opinion, the financial statements referred to ahove, present fairly, in all material respect, the financi~d position of l-/nmer Memorial Hospital as of June 30, 199"7 and 1996, and the results of its operations and it~ cash flows for the years then ended in conformity with generally accepte.d accounting principles. 
In accordance with Government Auditing Standards, we have also issued our report dated Septcmlx, r 18 1997, on our consideration of the Homer Memorial Hospital's internal control over financial reporting an( ~mr tests of its compliance with certain provisions of laws, regulations, contracLs and grants. 
?,ichardsofi & Co., I,L.P. September 18, 1997 



ItOMER MEMORIAL IlOSP1TAL BALANCE SttEETS June 30, 1997 and 1996 
ASSETS Current Assets: Cash and cash equivalents l'atienl receivables, less allowance for contractual adjustment & doubtful accounts of $2,239,902 - 1997 and $2,802,259 - 1996 l'klucational contracts rex:eivable Inventories l'repaid expenses l)ne from health insurance programs Assets whose use is limited for current liabilities Total Cmrent Assets, Assets Whose Use is' l.#n:ited: By board: 1 ;or capital improvemc;nts For self-funded insurance l;or education purposes l:or contingencies By grantor: l"or equipment Under bond indenture agreement l.css portion classified as cut'tent Net Assets Whose Use is l.imited Property and Equilmrent: I ,and and land improvements Buildings and fixed equipment Major moveable equipment l';quipmenl under capiud lease l,ess accumulated depreciation and amortization Net Properly, Plan and I ktuipment Other Assets: 1 :ducational contracts receivable Other receivables Rental properly, less accunmlaled depreciation o1"$14,456 for 1997 attd $15,018 for 1996 Health services start-up costs Total Other Assets TOTAl, ASSETS 

Soe Notes to l:inancial Statements. 

$ 474,579 $ 372.81~ 
3,125,568 162,477 276,869 77,(179 446,142 91.351 4,654,065 
26,276 4,1]4 14,975 2,090,920 
19,686 413,922 2,569,893 ( _-- 91,351 ) ( 2,478,542 
132,968 5,787,158 3,29(I,097 116~574 9,326~97 ( _ 5 4A4.~_225 3,883,572 
272,577 30,000 
50,098 112A55 464,830 

2.56~;.71,~; 246366 80,1127 -iL 
3,356,83S 
85.247 6,21~1 361142 2,894.103 
18,694 38(I,4bf 3,42O.773 
3,332,394 
119,71(~ 5,767,5114 3,153,82~, __ .!!6,574 9,157,622 ) ( 4,78(!,3!7 ) 4,377,305 
79.53% 19(I,537 _ 630,232 $I!,_4~iQ~ $A.!.,696,76t~ 



ItOMER MEMORIAl.. ]tOSPITAL BALANCE SltEETS - CONTINUED June 30, 1997 and 1996 
LIABILITIES AND FUND BALANCE 

Current Liabilities: Accounts payable Accrued payroll and benefits Accrued uncompensated absences Due 1(1 health insurance programs Interest payable Current portion of long-term debt Total Cun'ent l,iabilities 
Long. Term Debt: Capital lease obligations Hospital revenue bonds payable l,ess current portion Net l.ong-Term Debt 
Fund Balance: Unrestricted Temporarily restricted Total Fund Balance 

$ 238,406 428,005 228,474 -0- 1,644 108,269 1,004,798 
55,391 3,266,507 3,325,898 ( ___. 108,269_ 3,213,629 
7,242,896 ___. 19,686 _ 7.,262,582_ 

$ 119,953 469,3t)fi 247264 19,6:? I 1,6~5 1o],72! 959.64() 
76,61 t) 3,34._7~4.~;~ 3,424.077 ) ( __II()l~72I! 3,322,356 
7,396,07~-) 18,694 7AI4,773 TOTAL LIABILITIES AND FUND BALANCE 11,_..1_1.~4_~.L0~)_9 ~;J.J ,69(,,76~) 

Nee Notes to l:inancial Statements. 



ItOMER MEMORIAl. IIOSPITAL STATEMENTS OF REVENUES AND EXPENSES Years Ended June 30, 1997 and 1996, 
Net Patient Service Revenue 
Other Operating Revenue Total Revenue Operating Expenses: Salaries and employee benefits Professional and contractual fees Supplies and other eXlX;nSeS Bad debt expense l)epreciation Interest Total Operating 1 ';xpenses l .oss l:,om Operations 
Non-Operating Revenue: Advalorem tax revenue Investment income Grant funds fi'om the State of l,ouisiana 1.0SS nil sale of assets Total Non-Operating Revenue 
l ';xcess of l.;xpenses Over Revenues 

See Notes to Financial Statements. 
6 

1997 $13,277,139 .__. 67,563 113,344,702 
6,811,204 1,724,057 3,757,116 459,104 666,537 206 774 13.624,792 280,(/90 ( 
817 143,749 -0- ___. 17,659 126.907 

1996 $11,162,3~4 
11.222.9~,7 
6,658,5~9 916,552 3,075,358 839,(,25 656,684 199~3p!) 12.346.10~ 
3 ~4,1T~ 184,552 50,714 
539~4_3,,~ IL..... 153.18,3 ( $ 583.792 ) 



ItOMER MEMORIAL IlOSP1TAL STATEMENTS OF CHANGES IN FUND BALANCE Years Ended June 30, 1997 and 1996 

Balance, June 30, 1995 
Inveslnlenl income fl'om reslricted funds I~,xcess of expenses over revel]HeS 
l:,xpenditure of restricted funds Balance, June 30, 1996 Investment income fiom restricted funds 
l~xcess of expenses over revenues Balance, June 30, 1997 

See Notes to l:inancial Stalements. 

Unrestricted $ 7,825,860 -0- 583,702 ) 

Temporaril.~ Restricted $ 169,147 3,468 
153,921= ( 153,92 $ 7,396,079 -0-- 153,183 

$ 18,694 
992 -0 



HOMER MEMORIAl. ItOSPITAL STATEMENTS OF CASH FLOWS Years Ended June 30, 1997 and 1996 
From Operating Activities: Cash received on patients' accounts Interest received Cash received from sale of meals, vending, etc Cash paid in salalies and benefits Cash paid in fees and supplies Cash paid in interest expense Net Cash Used From Non- Capital Financing Activities Taxes received Unrestricted grant proceeds Net Cash Provided From Capital and Related Financing Activities l'rincipal payments on long-term debt 
From Investing Activities: Advances on educational contracts I'roceeds fiom sale of assets Advance on physician contract Decrease in assets whose use is limited Purchase of prope,ly and equipment Net ('.ash Provided 

$ l 1,795,472 144,741 67,563 6,871,385 5,311,493 __ 2___(~ 381,917 
817 -0- 817 
102,179 
74,894 8,150 30,000 850,880 __ 1~9 1_d~76 584 9,9~60 

$ 9,825.(134 188.021~ 60,583 6,465,328 4,313,913 199.33~ 904.942 
394,173 50.714 354.887 

59,4 ~ I~ -O- Jb 515,327 160,7~_83 295.534 Net lnc,case (Decrease) in Cash and (-'ash l~uivalenks 1 (11,681 392,264 Cash and Cash Equivalents Beginning of year 1 hid of year 

See Notes to Financial Statements. 

__ 372~898 $__._4_2.& SJ22 7(~5, ! 62 $._....~72,8v8 



IIOMER MEMORIAL I IOSP1TAL STATEMENTS OF CASIt FLOWS - Continued Years Ended June 311, 1997 and 1996 
Reconciliation of Net Income to Net Cash Flows From Operating Activities 

l~ss from operations Adjustments: l)opreciation lhovision for bad debts Interest received Decrease (increase) in operating assets: Gross patient accounts receivable, net of bad debts Inventories l'repaid expenses Due from health insmancc programs Start-up costs Increase (decrease) in operating liabilities: Accounts payable Accrued payroll and benefi ks Accrued uncompensaled absences Due to health insurance programs Interest payable Tolal Adjustments Net Cash Used in Operating Activities 

( $ 280,090 $ 1,123.141 
666,537 459,104 144,741 
1,015,904 30,103 2,948 446,142 78,382 118,453 41,391 18,790 19,621 41 ___.__101,827 

65(,.6~-1 839.625 188.02~1 
1,513.35/ 6.3 } 3 7,145 156,3~ 146.962 175,873 173,795 19,46b 19,621 3~ 

Supplemental Disclosures on Non-cash Financing Activities: l)uring 1996, the Hospital purchased equipment for $ 25,952 through capital ]ea~ anangemenls 

See Notes to Financial Statements. 



HOMER MEMORIAL ttOSPITAL NOTES TO FINANCIAL STATEMENTS June 30, 1996 and 1995 
NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Organization Homer Memorial Hospital is an enterprise fund of the Town of Homer, I ,ouisiana, and is exempt liom income taxes. The hospital is an acute care facility which is controllzd by a board of directors, wl,t~ are a separate and distinct body from the Selectmen of the Town of Homer. The board mt!nllz.,,ts consist of citizens appointed by the Mayor and Selectmen of the Town of Homer. The board mcmb~'~y serve without compensation. 
Summary of Sienificant Accountine Policies Use of Estimates The preparation nf financial statements in conformity with generally accel)ted accounting principl~'s 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 stalc|'ltont~, and the reported amounts of revenues and expenses during the reporting period. Actual results could differ fiom those estimates. 
Temporarily Restricted Fund Balance Temporarily rcstricled funds are those whose use by the Hospital has been limited by donors Io specific time period or purpose. The~ funds at yt;ar-end consist of unspent grant fnnds received fio the State of I ~ouisiaua to be used for the purchase of tele-radiology equipment. 
Net Patient Service Revenue Net patient service revenue is reported at estimated net realizable amounts from patients, third-pa~t3 payers, and others fi)r services rendered, including estimated retroactive adjustments tmdt~i reimbursement agreements with third-party payers. Retroactive adjustments are accrued on ap~ eslimated basis in the period the related services are rendered and ad3usted in future periods as fil~, settlements are determined. 
Patient Receivables Receivables are stated at the full value of all charges incurred by the patient. Allowances have t~:c~ provided for the estimated accounts uncollectible and for third-party eontractual adjustments at yt'af end. Receivables are written offas the accounts are determined to be uncollectible. 
Inventories Inventories represent dietary and medical supplies on hand and arc valued at the latest invoice prict which approximates the lower of cost (first-in, first-out method) or market. Prepaid Expenses Prepaid expenses arc amorti~,~ed on a straight-line basis over the term of the respective items. 

0 



ItOMER MEMORIAL ttOSPITAL NOTES TO FINANCIAl. STATEMENTS June 30, 1997 and 1996 
NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Assels Whose Use is Linfited Assets whose use is limited represents cash which has either been designated by the Board ~,1 1)irectors or which is required to be maintained separately due to bond indenture, donor, or gra,l requirements. Board-designated assets may, at tile board's discretion, be subsequently used lo~ ethel purposes. Amounts required to meet current liabilities of the hospi~,al have been reclassified in the balance sheet at June 30, 1996 and 1995. 
Property and Equipment l'roperty and equipmeut is recorded at cost, and depreciation is computed using the straight-li~, me, thod. Estimated useful lives range from 5 to 33 years on buildings and fixed equipment and 3 tt~ 2! years on moveable eqnipn~enl. 
Properly Tax Revenues Advalorem tax revenues consist of tax proceeds received by the lIospital fl'om Claiborne Parish Hospital District No. 2, which was created in 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, l)uring 1997, the District did not levy the property tax. Due to the fact that the l)istrict is a separate entity controllcd by a separate board of directors, the Hospital cannot levy the property tax. Accordingly, laxcs re~x;ivable arc not reflected in the accompanying financial statements. Cttsh and Cash Equivalents For the pro'pose of the statement of cash flows, all cash that is not limited to use is treated as cash and cash equivalents. 
Pledged Assets The hospital's properly and equipment is pledged as collateral on the Hospital Revenue Bonds in th~ original amount of $ 3,800,000. 

NOTE 2 - HEALTH INSURANCE PROGRAM REIMBURSEMENT Thc Hospital participates in the Medicare and Medicaid programs as a provider of medical services to program beneficiaries. For the years ended June 30, 1997 and 1996, 72% and :57%, respectively, of the Hospital's patient revenues were generated by services furnished to Medicare and Medicaid program beneficiaries. A summary ofthe payment alTangemenls follows: 
Medicare - Inpatient acute care services rendered to Medicare program beneficiaries are paid at prospectively determined rates per discharge. These rates vary according to a patient classificafio~ system thai is ha,~d on clinical, diagnostic, and other factors. Inpatient nonacute services, certail outpatient services, and defined capital and medical education costs related to Medicare beneficiaric~ 



ltOMER MEMORIAL ItOSPITAL NOTES TO FINANCIAL STATEMENTS June 30, 1997 and 1996 
NOTE 2 - IIEALTH INSURANCE PROGRAM REIMBURSEMENT - Continued a~e paid based on a cost reimbursement methodology. The Hospital is reimbursed for co.,t reimbursable ilems at a tentative rate with tile final settlement determined after submission of aTinual cost reports by the Hospital and audits thereof by the Medicare fiscal intermediary. The Hospital's classification of patients under the Medicare program and the appropriateness of their admission aw subject to an independent review by a peer review organization under contract with the Hospital. The Hospital's Medicare cost reports have been settled by the Medicare fiscal intermediary through Juiic 30, 1994. 
Medicaid - Prior In July 1, 1994, inpatient acute care services tendered to Medicaid prograt~t beneficiaries are paid at established daily rates for each patient day. Outpatient services arc reimbursed under a cost reimbursement methodology. The Hospital is reimbursed at a tcntativc raw during the fiscal year. These rates may be adjusled hy 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 Medicaid fiscal intermediary. The ttospital's Mcdicaid cost reports have been settled by the Medicaid fiscal intermediary through June 3(1, 1994. 
Since July 1, 1994, the Hospital has been paid for substantially all services rendered to inpatictxt Medicaid program beneficiaries under prospectively determined rates, which are paid on a per dic1~ basis. Costs incurred on services rendered to Medicaid inpatients which exceed the prnspcclivt% determined payment rates arc not recoverable from the Medicaid program or its beneficiaries. N~, changes were made to Ihe outpatient reimbursement. 

NOTE 3 .. NET PATIENT SERVICE REVENUF The following is a summary of net patient service revenue for the years ended June 30, 1997 and 1 u9( 1997 1996 Inpatient charges Outpatienl charges Total patient charges Medicare and Medicaid contractual adjustments Medicaid disproporlionate paymenks Charity care charges forgone Administrative and othcr adjustments Net patient service revenue 

2 

$ 1(I,582,776 $ 7,838,812 9,263,734 19,846,510 ( 6,198,887 ( -0- ( 56,845 ( 313,639 
8,594,747 16,433,559 5,158,424 180,546 ( 51,089 ( 242,208 $._.D_,!_~2,3~4 



ItOMER MEMORIAL ItOSPITAL NOTES TO FINANCIAL STATEMENTS June 30, 1997 and 1996 
NOTE 4 - INDIGENT CARE The Hospital provides services for the indigent who qualify under guidelhles established by the Hospital. These guidelines determine eligibilily based on income, residency, resources, and housch(dd composition. The Hospital maintains records to identify and monilor the level of indigent carc it provides. These records include the amount of charges written-off for services and supplies furnished unde, its indigent care policy. 
The following inRmnation measures the level of charity care provided during the years ended Jtmc 3 1997 and 1996: 
Charges forgone based on established rates 1997 1996 $ 56,845 $ 51,089 
Estimated costs and expenses incurred It) provide charity care $ 37,700 $ 35,8(1( 

NOTE 5 .. EDUCATIONAL CONTRACTS RECEIVABLE 
The Hospital provides educational assistance to selected medical students and certain employees who contractually agree to return Io the Hospital's service area after graduation. Under the terms of these contracts, the Hospital advances funds to assist the students in their educational costs. Employcc~ agree to repay the k)an through extended years of ~rvice at the Hospital. Medical students repa3 the loan by practicing in the lIospital service area for a period of years. The loans, including interest, become immediately due and payable to the Hospital if the employee o~ medical student does not provide services for the Hospital for the full period of time within the contract. These loans are classified as current assets in the financial statements. The following is a summary of the net educational contracts receivable at June 30, 1997 and 1996: 
Balance, beginning of year 1 :.ducational advances 1.oans classified as currently due Allowance fi)r uucollectibles Cancellation and repayments of contracts Balance, end of year 

1997 $ 360,160 71A06 ( 139.500 ) ( -0-. ) ( 19,489 ) $.____2_7Z~_'Z 

1996 $ 300,750 107,330 -0- ( 15,080 ( 32,840 $ ~3_0.~&60 



ItOMER MEMORIAL ltOSPITAL NOTES TO FINANCIAl. STATEMENTS June 30, 1997 and 1996 
NOTE 6 - LEASE OBLIGATIONS 
_Capital leases The ttospital lea~s certain items of equipment under lease arrangements which are noncancelablc a~d qualify as capital lease arrangements. Future minimum lease payments required under lhc~e noncancelable lease arrangements are summarized as follows: Year E~in_g.June 30, 1998 1999 2000 2001 Total capilal lease payments 1 .ess amount representing interesl 
Current maturities l.ong-term maturities 

Minimum Paymen~ $ 25,704 24,916 9,495 -0- 60,115 ( 4,724 ) 55,391 ( 22,676 ) $ 2~ 12L5_ 
Ol)eraling leas_e~ Other than the main campus in Homer, the Hospital leases various tacilities within the area it, providing home health, partial hospitalization, and inpatient geriatric services. In providing these services, the Hospital has various lease commitments which lease terms range fi'om monthly to severed months in the future, l)uring 1997 and 1996, lease expense under these arrangements wa, approximately $252,000 and $131,000, respectively, with the monthly lease obligation at Jtnlc 3(1, 1997, being $ 19,736. Future minimum lease payments on the operaling leases having terms bc)ond one month are as follows: YearEndiingJune 30, 1998 1999 and lv.~yond 

NOTE 7 - HOSPI'FAL REVENUE BONDS 
Paymen~ $ 30,600 -0- 

Hospital revenue bonds payable consist of Ihe original amount of $ 3,800,000 of Hospital Rcvcmw Bonds of The Town of Homer, State of 1,ouisiana dated June 15, 19[;8. The bonds were issued f()r the purpose of constructing and acquiring hospital extensions, additions and improvcmcnls. equipment, and furnishings. The bonds mature on June 15 of each year through 2018. The inlerest rate on the bonds is 6.125% and is due annually on June 15 of cach year. The bonds arc secured by a first lien on the hospital land, buildings, and equipment. 
The revenue bond indenture requires the Hospital to establish and maintain certain funds f(u tht benefit of the bond holder, Farmers Home Administration. The funding requirements are as follows: 



HOMER MEMORIAl, HOSPITAL NOTES TO FINANCIAl[. STATEMENTS June 30~, ]997 and 1996 
NOTE 8 - PENSION PLAN - Continued age fifty-five with twenty-five years of creditable service; is age sixty with a mininmm of toil ),cars el creditable service or at any age with thirty or more years of ereditabte service. A member of Plan B can retire provided he/she is age fifty-five with Ihh'ty years of creditable service or is age sixty wilh a n:tinimum of ten years of creditable service. 
In lieu of terminating employment and acceptint[ a service retirement ~llowauee, any member of I'lau A or B with thirty years of service at age fifty-five; twenty years of service at age sixty; fifteen years ~,1 service at age sixty-two; or ten years of service at age sixty-five may elecl to participate in the dcl~.'ricd retirement option plan (I)ROP) for up to two years and defer i.be receipt of benefits. I rp~>n commencement of participation in the DROP plan, membership in the System terminates. I)uril~g participation in the plan, employer contributions are payable but employee contributions cease. The. monthly retirement benefits that would have been payable, had the person elected to cease ernployme,~t and receive a service retirement allowance are paid into the I)ROP ftmd. This ftmd d~cs not earn interest. In addition, no cost of living increases are payable to participants until employmc~t which made them eligible to become members of the System has been terminated for a least ont' frill year. 
Upon termination of employment prior to or at the end of the specified period of participati(,n, a participant in the plan may receive, at his option, a lump sum fi'om the account equal to the pa),mcTu into thc account, a truc annuity based upon his actual balance in thai ftmd, or any other melhc)d ()1 payment if approved by the board of trustex'.s. The monthly benefits that were being paid int(~ the dcfcr,'cd retirement option plan fnnd will begin to bc paid to the retiree. If a participant dies durint, the participation in the plan, a lump sum equal to his account balance in the plan fund shall be paid t,) hi:. named beneficiary or, if none, to his estate. If employment is not terminated at the end of the two years, payments into the plan fund cease and the person resumes active contributing membership in the. System. Addiliorml acc,'ucd benefits are based on final average conlpensation used to calculate the member's original benefit unless the additional period of service is at least thirty-six months. 
Generally, the monthly amount of refirt;ment allowance for any member of l'lan A o, l'lan B shall consisl of an amount equal to three percent or two percent. ,'esp~ctively, of the member's linal compensation multiplied by hi~her years o1" creditable service. However, under certain conditi(ms a, outlined in the statutes, the benefits are limited to specified amounts. Both plans provide lt~ death and disability benefits. Benefits and employer/employee obligations to contribute are established by state statute. 
Each participating employer of l'lan A contributes an amount equal to 6.75% of each and c~,er> membe,"s earnings. F.ach employee in Plan A contributes 9.25% of monthly earnings. Under i'la~ IL each participating employer contributes an amount equal to 3.75% of each and every ,nemt~.~"~ earnings. Each employee in Plan B contributes 5.00% of monthly earnings. The System also rcccivc~ l/4 of 1% of ad valorem taxes collected within the parishes of l.ouisiana, exCept for Orleans Parish 



HOMER MEMORIAl. HOSPITAL NOTES TO FINANCIAL STATEMENTS June 30~ 1997 and 1996 
NOTE 8 - PENSION PLAN - Continued Tax moneys are apportioned between Plan A and Plan B in proportion to the salaries of 1,1~,~ participants. These additional sources of income a~'e used as additior~al employer contribution.,;. "l'h~ r~;maining employer contributions are determined according to actuarial requirements and are s~'t annually. The contribution requirement hn" the year ended June, 30, 1997 was approximatcl.~ $886,000, which consisted of $403,000 from the ]-]ospital and $483,000 tiom the employees. The "pension benefit obligation" is a standardiz~.~d disclosure measure of the present value of pcnsi~,n benefils, adjusted to the effects of projected salary increases and stc.p-rate benefits, estimated I~ bt. payable in the fllture as a result of employee service to date. The measure, which is the actuari,d present value ef credited projected benefits, is intended to help users assess the System's funding stair,s on a going concern basis, assess progt'ess made in accumulating suffic.ient assets to pay benefits wlwt~ duo, and make comparisons among PERS and employees. The System does not make scp,aratc measurement of assets and pension benefits obligation for individual employers. The pension ixmelit nbligalion at June 30, 1996, (the latest actuarial report furnished to the hospital), for the System a~ a whole, determined through an actuarial valuation performed as of that date (valued at market) w~s approximately $ 386 million. The System's net assets available or benefits on that date (valued ~1 cost) was approximately $453 million, leavinl,, an unfunded pension benefit obligation of $67 million, The Hospital's contribution for the year ended June 30, 1996, represented approximately 4% of total contributions paid by all participating entities. Five-year historical trend information showing the: System's progress in accumulating sufficient assets to pay benefits when due is presented in the' System's annual financial report. No securities of the Hospital are held by the System. 
NOTE 9 - OFF BALANCE SltEET RISKS 
Concentrations of credit The Hospital operates in Homer, l,ouisiana, and grants credit on its services to its patients. substantially all of whom are local residents of the Parish. Generally, the Hospital accepts assignment, of patients' benefits payable under either public or private insurance programs or policies in lieu ol collateral to secure its patient accounts rex:eivable. At June 30, 1997 and 1996, approximately 72'); and 61%, respectively, of patient accounts receivable was related to beneficiaries of the Medicare aiid Medicaid programs. Future changes (if any) oecurring within the local economy or the Medicare and Medicaid reimbursement methods can significantly affcct the operation.,; of the Hospital. (;ash balances At June 30, 1997, the aggregate carrying amount of cash, including assets whose use is limited, wa,. $3,044,472 that are invested in one bank and the Louisiana Asset Management Pool. Tht. corresponding bank and pool balances totaled $3,069,249. The difference between the carryin&~ amount reported by lhe tIospital and the bank and pool balances represents deposits and checks which 



HOMER MEMOR! AL HOSP1TAL NOTES TO FINANCIAL STATEMENTS June 30,~ 1997 and 1996 
NOTE 9 - OFF BA1,ANCE SHEET RISKS - Continued had not cleared the bank at June 30, 1997. All funds are fully secured by either FI)IC coverage t~J securities pledged against the deposits. At June 30, 1997, the pledged securities were approximawl) $845,000 in excess of the actual deposits. Volume of services The District is dependent upon local physicians practicing in the immediate service area for its w~ltm~ of patients. Any decrease in the number of physicians fiom the currenl level can significantly aflt.,~ hospital operations. 
NOTE 10 - CONTINGENCIES 
The Hospital is the defendant in certain litigation arising in the normal course of its business. In the. opinion of managemen! and the Hospital's legal counsel, the claims are without merit and the awalds for damages (if any) resulting fiom the~ claims will not exceed the applicable insurance covera~'. Therefore, the Hospital has made no provision for a loss contingency related to these suits i~ the' financial statements. 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAl, REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT A UD1TING STANDARDS 
To the Board of Directors llomer Memorial Hospital llnmer, louisiana We have audited lhc financial slatemenls of Homer Memorial Hospital, a component null of the Tov, u oJ Homer, as of and for the year ended June 30, 1997, and have issued our report thereon dated September I g, 1997. We conducted our audit in accordance with generally accepted auditing standards and standard~ applicable to financial audits contained in Government Auditing Standards, issued by the Complroller (icneJ al of the United States. Coulpli alice As parl of obtaining reasonable assurance about whether Union General Hospital, Inc.'s financial slatcmcnls are free of material misstatements, we performed tests of its compliance with certain provisions of laws. regulations, contracts and grauls, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with lhosc provisions was not an oNective of our audit and, accordingly, we do not express such an opinion. The resalls of our tests disclosed no instances of noncompliance lhat are required to be reported under Governmc~Jt Auditing Standards. 
Internal Control Over l~inancial Reoortin~ In planning and performing our audit, we considered Union General Hospital, lnc.'s internal control mc~ financial reporting in order to determine our audith~g procedures for the purpose of expressing our opinion t~r the financial statements and not to provide assurance on the internal control over financial reporting. ()m consideration of the internal control over f'mancial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknes~,s. A material weakness is a condition in which the design or operation of one or more of the internal control components does not icduct. to a relatively low risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detez:ted within a timely perit~d by employees in the uottlxul courm of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. However, we noted other matters involving the internal control over financial reporting that we have reported to management of ltomc) Memorial Hospital in a separate letter dated September 18, 1997. 



This report is intended fi:)r the information of lhe board of directors, management, and the Ix',gislativc Auditor's Office of the Slate of l,ouisiana. However, this report is a matter of public record, and it~ distribulion is not limited. 
Neuman, Ri Scptembe, r 18, 1997 

,.4 ~ ., 1,.~.P. 
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To the Board ot'Directors ltomer Memorial ttospital Homer, Louisiana 

Jim 1., NcunHn (P\ Jelly G. Rithald.o'b ( ,'\ oo0oo Stepllcll I'. 1)ark ([';~ Josq~h S K~'III,~,I) ( ]' I JIdmlli~ A "l~lcl ( I'"~ 

In planning and performing the audit of the financial statements of Homer Memorial Hospital for the year ended June 30, 1997, we considered its internal control slructnre in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control structure. llowever, we noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our altcntion relating to significant deficiencies in the design or operation of the internal control ,;tructure that, in our judgment, could adversely affect the Hospital's abilily to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. E'..e g r d_JMi_nut e s_ Our review of the board of director minutes on September 17,1997, revealed that the tSllowing minutes were not signed by the appropriate board officers. November 19, 1996 December 17, 1996 June 17, 1997 P a-3'r QIJ Accg_t]_n_t_ing In previous years, we have recommended that the payroll bank account to be reconciled on a monthly basis. This year, we obseJwed this was not being done. In addition, we re.commend that the total salary expense on the quarterly payroll reports be reconciled with the salaries reflected in the general ledger. Currently, this process is not being performed and should be performed routinely each quarter. Chan~es in 131tU Reimbursemen In August, 1997, President Clinton signed the Balanced Budget Act (Act) of 1997. This Act attempts to reduce the amount of Medicare funds the federal government will spend and supposedly keeps the Medicare program financially solvent to the year 2002. The Act particularly will decrease the reimbursement of your BtlU unit significantly effective July 1, 1998. 



Ultimately, reimbursement of the BHU program is based on costs per discharge and the Act has reduced the cost per discharge to not exceed $10,188. This is considerably less than the $17,000 to $18,000 per discharge originally projected. .In a.ddition, with the relatively low census experienced by the unit, the cost per discharge ~,;hould increase which will result in more costs not being reimbursed by the Medicare progr~.m. Vie understand the federal government is attempting to make a technical corrections a:rnendment to lhe Act and Sunrise Healtheare (the Hospital's contractor for BHU services) is involved in the amendment process. We suggest the Hospital follow this process closely and be prepared to negotiate lower contractor fees, if" possible, or perhaps eliminate this program. 
We appreciate tile opportunity to serve you with your accounting needs and the many courtesies extended to us while visiting at the hospital. This letter is intended solely for the benefit of management and the Board of Directors and is not intended for any other purpose. 
September 18, 1Q97 Co., L.L.P. 


