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(';AI Ir~FT/NNIMRC)IM INIC -- "~------~" '" "~--" "' "' "--" ~ G Jo~ c r.~ CERTIFIED PUBLIC ACCOLJNTANI/, A PROFESSIONAL CORPORATION 
Independent Auditor's Report 

Board of commissioners St. James Parish Hospital Service District Lutchert Louisiana 
We have audited the balance sheet of ST. J~/MES PARISH HOSPITI~ SERVICE DISTRICT LUTCHER LOUISIANA at March 31, 1997, and March 3], 1996, and the and cash flows for the years then ended. related statement of income, net assets responsibility of the Hospital's management. opinion on these financial statements based on These financial statements are th~ Our responsibility is to express a~ our audit. we conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatemen%. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit includes assessing the account~iLC1 principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit of the financial statements provides a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in a]] material respects, the financial position of St. James Parish Hospital Service District as of March 31, ]997, and March 3], 1996, and the results of its operations and ~i~ cash flows for the years then ended, in conformity with generally accepted accountJnq principles. In connection with our examination, we reviewed the responses to the state of Louisiana, Legislative Auditor, Compliance Questionnaire, Hospital Service Districl, for the year ended March 31, 1997, and found no evidence that the Hospital Serv~c-~ District has not answered the questions correctly. It should be noted that on~ examinstion was not directed primarily to verifying the responses to the questionnaire.. 

september 18, ]997 

8888 Bluebonnet Boulevard ~ Baton Rouge, Louisiana 70810 ~ Phone 1504) 767-1040 



CURRENT ASSETS 

ST. JAMES PARISH HOSPITAL SERVICE DISTRICT BALANCE SHEET MARCH 31. 1997. AND MARCH 31. 1996 
A S S E T S 

Cash and cash equivalents Accounts receivable, patients Contractual settlements receivable Taxes receivable ]inventories Prepaid expenses Total current assets ASSETS WHOSE USE IS LIMITED By agreements with third party payors for funded depreciation PROPERTY PLANT AND EOUIPMENT DEPOSITS Total assets 

FL~RCH 31, 1997 MARCH 31 1996 
$1,199,425 $1, 849,581 3, 249,250 88,493 126,533 2,513,282 5,809,]23 
1,943,648 1,850,189 2,791,510 3,236,537 20.950 25.855 7,269,390 10,921,704 ========= 

LIABILITIES A N D NET ASSETS 
CURRENT LIABILITIES 
Acerded expenses Total current ] labilities LONG-TERM DEBT Total liabilities NET ASSETS Total liabilities and net assets 

$553,015 
691.769 1,080,405 1,244,784 12.415 1,092,820 1,244,784 6.176.570 9.676.920 7,269,390 10,92],704 

Notes are an integral part of this statement 



ST. JAMES PARISH HOSPITAL SERVICE DISTRICT STATEMENT OF INCOME YEARS ENDED MARCH 31. 1997. AND MARCH 31. 1996 

NET PATIENT SERVICE REVENUE CONTINUING PSYCHIATRIC HOSPITAL OPERATIONS OTHER OPERATING REVENUES - PATIENT SERVICES Total Datient service revenue 
OPERATING EXPENSES Payrolls Employee benefits Contract services and professional fees Supplies Rents, lease, Provision for Telephone and Insurance Other Depreciation Total oDeratinQ expenses NET INCOME fLOSS~ -- PATIENT SERVICES OTHER OPERATING REVENUE Taxes - Maintenance and revenue sharing NET INCOME (LOSS) FROM OPERATIONS NON OPERATING REVENUES 
NET INCOME (LOSS) FROM CONTINUING OPERATIONS DISCONTINUED OPERATIONS - NOTE #2 - NORTH LOUISIANA/HOME OFFICE PSYCHIATRIC UNITS NET INCOME ~LOSS 

YEAR ENDED MARCH 31 1997 YEAR ENDED MARCH 3] 1996 $3,877,921 $5,492,755 1,266,079) 218,056 26.857 37.704 2.638.699 
669 359 366 605 115 734 182 128 223 363 

598 946 680 382 059 075 010 303 781 258 6.748.092 

~7481515 
2, i, 

7,27~,590 (4,109,393) (1,526,985 
1.047.694 1,057~957 (3,061,699) (469,028 
119,764 91,750 __.__(1,025) 119,043 79,874 (261154 (2,851,210) (296,265 
__(649,140) (1,277L866 3,500,350) ==== 

Notes are an integral part of this statement. 
(1,574,]3 



ST. JAMES PARISH HOSPITAL SERVICE DISTRICT STATEMENT OF NET ASSETS YEARS ENDED MARCH 3]. 1997. AND MARCH 31. 1996 

Net Assets - Beginning of period Net income (]oss) - for period Net Assets - End of period 

YEAR ENDED MARCH 31, 1997 
YEAR ENDED MARCH 31 1996 $9,676,920 $11,251,05] (3~ 500,350) ~1,574r13] 6,176,570 9,676,92<I ========= ~:=~=---, 

Notes are an integra] part of this statement 



ST. JAMES PARISH HOSPITAL SERVICE DISTRICT T YEARS ENDED MARCH 31. 1997. AND MARCH 31, 1996 

CASH FLOWS FROM OPERATING ACTIVITIES Net income (loss) Adjustments to reconcile net income to net cash provided by operating activities Depreciation and amortization Changes in operating assets and liabilities Decrease (increase) in accounts receivable, net Decrease (increase) in contractual settlements, net Decrease (increase) in taxes receivable Decrease (increase) in inventories Decrease (increase) in prepaid expenE~es Increase (decrease) in accounts payable Increase (decrease) in accrued expen~les, net Net cash Drovided bv oDeratinq activJties 
CASH FLOWS FROM INVESTING ACTIVITIES cash returned for security deposits Cash invested Jn assets whose use is limited Purchase of property and equipment, net Net cash provided by investinq activities CASH FLOWS FROM FINANCING ACTIVITIES Additional borrowings of long term debt Repayment of long-term debt Net cash provided bv financinq activJties INCREASE (DECREASE) IN CASH AND CASH EOU]VALENTS 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR CASH AND CASH EQUIVALENTS AT END OF YEAR 

YEAR ENDED MARCH 31, 1997 
YEAR ENDED MARCH 3] 1996 

$(3,500,350) $(i,574,]3 390,555 785,]20 2,199 1,062 (9 3 7O (327 (224 
Iii 433 250) 838 692 469) 049) ~_489 
4,905 (93,459 (~528 159,082 
18,347 2~032) 16.315 

699L312 
1,200 (88,097 344~8] 431~]78 

477,256) 268,]34 
1.676.681 1,408L54/ 1,199,425 1,676,68] 

Notes are an integra] part of this statement 



ST. JAMES PARISH HOSPITAL SERVICE DISTRICT NOTES TO FINANCIAL STATEMENTS MARCH 31. 1997 
NOTE @i : SUMMARY OF SIGNIFICANT ACCOUNTING POI, ICIES St. James Parish Hospital Service District, d/b/a St. James Parish Hospital is a not for profit acute care hospital. The Hospital was approved by the St. James Parish Police Jury and is a political subdivision organized unde~ the State of Louisiana laws. The Hospital has a Board of commissioners w|i~~ are appointed by the Parish Council/Police Jury. These financial statements include the accounts of st. James Parish Hospital, Medical Land Company, Inc., and Abr/go Health Management, Inc. The assets and liabilities of Abrigo Health Management, Inc., were transferred to St. James Par~s}~ Hospital Service District through dations and sale agreements dated Novembe~ ]8, 1994, and July i, 1995. As consideration for the above, the Hospital Service District agreed to re]ieve and release Abrigo Health Management, ]inc., for advances made pursuant to the Revolving Loan Agreements ailcl Security Agreements as amended. All significant intercompany transactioIls have been eliminated. Net patient service revenue is reported at the estimated net realizab] e amounts ~rom patients, third party payors, and others for services rendered, including estimated retroactive adjustments under reimbursement agreements with third party payors. Retroactive adjustments are accrued on ai~ estimated basis in the period the related services are rendered and adjnste~~ in future periods as final settlements are determined. Cash and cash equivalents consist of cash on hand and in bank accounts, an~l also certificates of deposit, with maturity dates at acquisition that Js less than 90 days, plus accrued interest. Inventories are stated at the lower of cost or market using the first-~il first-out method. Financial instruments included in assets whose use is limited are carr]ecl at cost adjusted for discounts and premiums which approximates fair value at the balance sheet date. Investment income is reported as nonoperatJng revenues. Property, plant and equipment Js stated at cost. Depreciation is computec~ using the straight-line method at rates approximating the estimated useful lives of the property. Maintenance, repairs, replacements, and improvemenis of minor importance are expensed. Major replacements and improvements a2(. capitalized. The Hospital receives a 5.0 mills property tax which is levied January ] each year, payable by December 31 of that year. The Hospital records the expected revenues to be received based on factors such as previous years collections to assessments and the estimated taxable assessed value for the current year. Adjustments are made upon final receipts. The Hospital is a not-for-profit corporation as described in SectJol 501(c)(3) of the Internal Revenue Code and is exempt from federal incom~ taxes on related income pursuant to section 501(a) of the Code. The preparation of financial stafements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses during the period. Actual results could differ from those estimates. 



ST. JAMES PARISH HOSPITI~ SERVICE DISTRICT NOTES TO FINANCIAL STATEMENTS MARCH 31. 1997 
NOTE @2: DISCONTINUED OPERATIONS The Hospital Service District agreed to dispose of its North Louis~a~*a psychiatric operations in March 1996, and closed the operations June ]0, 1996. The financial statements for 1995 were restated to disclose th~ results of operations of the disposed segment as a separate component of income. The estimated loss from this disposal incurred after March 3], 1996, is provided in the financial statements for the year ended March 3], 1996. An additional provision for contractual allowances was recorded J~1 1997 relating to recivables from the Medicaid program. NOTE #3: PENSION PLAN The Hospital is a member of the Parochial Employees" Retirement System of Louisiana - Plan B. All employees must participate in this plan. The P]~n B fund is financed by employee contributions of 2% of members annual earnings in excess of $1,200 and employer contributions as determined by the Public Retirement Systems'Actuarial committee. The Acturaial committee ha~ determined that the employer contribution rate for 1997 to be 2.5% - (].0~ for ]996 and ]995.) The actuarial cost method used for Plan B is t]l~ aggregate actuarial cost method with allocation based on earnings. The normal cost is interest adjusted for midyear payment. The ratio of assets to the pension benefit obligation in Plan B was 127% and 129% at Decembe] 31, ]996 and 1995 respectively. Total pension expense was $39,134 for the year ended March 31, 1997, and $26,090 for the year ended March 31, ]996. All amounts expensed have been funded to the plan. NOTE #4: NET PATIENT SERVICE REVENUE The Hospital has agreements with third-party payors that provide fc>l payments to the Hospital at amounts different from established rates. A summary of the payment arrangements with major third party payors follows: Medicare - Inpatient acute care services rendered to Medicare progzam beneficiaries are paid at prospectively determined rates per discharge. These rates vary according to a patient classification system that is based on clinical, diagnostic, and other factors. Inpatient nonacute services, certain outpatient services, and defined capital and medical education cost related to Medicare program beneficiaries are paid based on a co~ reimbursement methodology. The Hospital is reimbursed for cost reimbursable items at a tentative rate with final settlement determined after submissioi~ of annual cost reports by the Hospital and audits thereof by the Med~ca~e fiscal intermediary. The Hospital's Medicare cost reports have been audited by the Medicare fiscal intermediary through March 31, 1995. Desk review~ have been performed on reports issued through March 31, 1996. The Hospital filed for a re-opening of its June 30, 1991, cost report. Medicaid - Inpatient and outpatient services rendered to Medicaid program beneficiaries are reimbursed under a cost reimbursement methodo]ogy. The Hospital is reimbursed at a tentative rate with final settlement determined after submission of annual cost reports by the Hospital and audifs thereof by the Medicaid fiscal intermeciiary. The Hospital,s Medicaid cost reports have been audited through March 31, 1995. A desk review has been performed on the report issued for March 3], 1996. The Hospital filed for a ze- opening of its June 30, 1991, coE~t report. 



NOTE #4 

NOTE #5 

ST. JAMES PARISH HOSPITAL SERVICE DISTRICT NOTES TO FINANCIAL STATEMENTS MARCH 3]~_ 1997 
PATIENT SERVICE REVENUE {CONTINUED Blue cross - Inpatient services rendered to Blue Cross subscribers a~e reimbursed at prospectively determined rates per day of hospitalizatiorl. The prospectively determined per--diem rates are not subject to retroactive adjustment. The Hospital has also entered into payment agreements with certai commercial insurance carriers, health maintenance organizations, an preferred provider organizations. The basis for payment to the HoSpJta under these agreements includes prospectively determined rates pe discharge, discounts from established charges, and prospectively determinec~ daily rates. TS WHOSE USE IS LIMITED Assets whose use is limited under agreements with third party payors f(n funded depreciation are summarized as follows: MARCH 31, MARCH 3], 1997 1996 shares of centennial Government Trust, a diversified, open-end management investment company, registered under the Investment company Act of 1940. $32,929 $1,543,207 American Express cash account u. s. TreaE~ury note interest rate 6.75% maturing 5-31-97 and 5-15-96 @ 4.25% U. s. Treasury note maturing 03-31-97 interest rate 6.875% Bond premiums and accrued interest 

772,969 
849,000 300,000 259,000 __ 29,750 6.982 1,943,648 1,850,189 

centennial Government Trust consist of assets totaling $32,929 at March 3], ]997, and $],543,813 at March 31, ]996. U.s. Government obligations make. up 85% of these assets and the remaining amounts consist of repurchaso agreements with Morgan Guaranty Trust Co. that are co]lateralized by FHLMC and FNMA participation certificates. cash equivalents in excess of insured deposit limits included irl AmerJcaI~ Express cash account were not collateralized by U.S. Government securities. All of the amount existing at March 31, 1997, was transferred to St. Jame~ Bank & Trust on April 8, 1997, and was collateralized by pledges of U.~. Government securities and obligations. 

i0 



ST. JAMES PARISH HOSPITAL SERVICE DISTRICT NOTES TO FINANCIAL STATEMENTS MARCII 31 1997 

NOTE #6: PROPERTY PLANT AND EgUIPMENT Property, plant and equipment consist of the following 

Allowance for depreciation Total property and eauioment NOTE #7: ACCOUNTS RECEIVABLE 

~RCH 31, 1997 MARCH 31 1996 

2,790,510 3,236,537 
Accounts receivable, patients consist of the following: 
Total receivables Less allowance for doubtful accounts Total accounts receivable 

~%RCH 31, 1997 $2,074,446 1.224.865 
MARCH 31 1996 $5,393,608 2,344L916 849,581 3,048,692 The 1996 financial statements were reclassified from their original presentation to ref]ect gross patient receivables from Medicare and Medicaid as accounts receivable patients. The original presentation and previous presentations ref]ected the net receivable from these patients in contractual settlements receivable. The reclassification had no effect on income, total assets, or current assets. The Hospital provides for bad debts using formulas supporting collectibi1~~> of related patient groupings. When accounts are charged off they removec from the related asset account and the allowance for bad debt account. The Hospital is located in Lutcber, Louisiana and grants credit without personal collateral to its patients, most of whom are residents in the area Revenues from patients are predominantly received from Medicare and Medicaid. NOTE :~8: FEDERAL ASSISTANCE The Hospital received federal assJstance under the Hill-Burton Grant. These monies were received in prior years. The Hospital is obligated under the Hill-Burton Uncompensated Service Regulations to provide services withou~ charge to eligible individuals until it meets its compliance level. 

II 



ST. JAMES PARISH HOSPITI~ SERVICE DISTRICT 
#9: RISK MANAGEMENT 

NOTES TO FINANCIAL STATEMENTS MARCH 31, 1997 
The Hospital is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and omissions; injuries ~ employees; and natural disasters. The Hospital is a member of two separate, trust funds established by the Louisiana Hospital Association thai encompasses self insurance of (]) Hospital professional liability a*Jd comprehensive general liability, and (2) Statutory workers, compensation. The Hospital carries commercial insurance for all other risk of loss. The trust funds for professional liability/comprehensive general liabi]i%y and statutory workers compensation are pooling arrangements whereby thele is 8 sharing of risks among the participants of the trust funds. The Hospital reports its premiums as insurance expenditures and expenses these premiums over the pro rata periods involved. 

NOTE #I0: OPERATING LEASES The Hospital Service District has entered into operating lease for land all<~ buildings Jt occupies in LaPlace, Louisiana, that expires July 1988. Rental expense reflected in Loss on psychiatric Hospital operations amounted %c $240,000, for the year ended March 31, ]997, and $240,000, for the ye~J ended March 31, 1996 related to fhis lease. Future minimum annual rentals for the year ended March 31, ]998, amount $240,000. The Pineville and olla leases were terminated and amounts paid after Marc 1996 were included in the loss on discontinued operations in 1996. 
NOTE @iI: LONG-TERM DEBT 

PYE Mazch 31, 1998 FYE March 31, 1999 FYE March 31, 2000 FYE March 31, 2001 

~2 

16,315 



Supplemental Information 
Board of commissioners St. James Parish Hospital service District St. James Parish Hospital Lutnher, Louisiana Gentlemen: The purpose of our audit of the financial statements of ST. JAMES PARISH HOSPITAL SERVICE DISTRICT was to formulate an opinion on the basic financial statements taken as a whole The financial data which follows is not necessary for a fair presentation of financial position, results of operations and cash flows, in conformity with generally accepted auditing standards. It is presented for supplementary analysis purposes. ]~ was subjected to audit: procedures applied in the examinations of the financial statements for the years ended March 31, ]997, and March 31, ]996, and in our opinioll, is fairly stated in all material respects Jn relation to the basic financial statement~ taken as a whole. 
September ]8, ].997 
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T. J PARISH HOSPITAL SERVICE DISTRICT STATEMENT OF REVENUES 

ATIENT SERVIC Room and nursing Central supply Laboratory Radiology~nuclear Pharmacy Operating and rec Respiratory thera Emergency room Physical therapy Anesthesiology Cardiology Ultrasound Council on Aging West Bank clinic Psych Center East Bank Clinic All other Totals CONTRACTUAL ADJUSTMENTS 

ENDED MARCH 31 1997, AND PLARCH 31. 1996 

medicine overy PY 

Medicare Medicaid Insurance and other Hill Burton/Free Care Totals Totals 
OTHER OPERATING REVENUES - PATIENT SERVICES 
Totals 

14 

YEAR ENDED MARCH 31 1997 

7,776,918 

YEAR ENDED MARCH 31 1996 

~073~367 

~,898,997 ~,580,_9.12 3,877,921 5,492,755 

$12,479 456 13,922 26,857 ===~=~ 
$8,067 636 2__9L00] 37,704 == 



ST. JAMES PARISH HOSPITAL SERVICE DISTRICT LOSS ON PSYCHIATRIC HOSPITAL OPERATIONS YEARS ENDED MARCH 31 199'? AND MARCH 31. 1996 

NET PATIENT SERVICE REVENUE OPERATING EXPENSES Payrolls Employee benefits Contract services and fees Patient meals/se]:vices Rents Purchased Ancillary Bad debts Depreciation and amortization Supplies and other expenses Total o p_e_r at i n_~_x_pe n se s LOSS ON PSYCHIATRIC HOSPITAL OPERATIONS ESTIMATED LOSS ON DISPOSAL OF NORTH LOUISIANA OPERATIONS NET LOSS 
CONTINUING OPERATIONS - LAPLACE DISCONTINUED OPE]~TIONS - NORTH LOUISIANA FACILITIES AND HOME OFFICE 
NET LOSS 

15 

YEAR ENDED MARCH 31, 1997 
YEAR ENDED MARCH 3] 1996 $1,199,304 $4,901,889 978 134 245 86 243 87 151 27 159 

071 1,990 857 339 521 893 505 189 686 775 407 190 245 362 297 469 934 414 3.114.523 

596 798 284 82~ 0]3 450 648 08] 292 5.624.983 (1,915,219) (723,094 
(1,915,219) ========= (336L716 (1,059,810 ===~~~~= 
$(1,266,079) $218,056 
_(649,140) (!,277L866 (1,915,219) = (1,059,8](I ===== 



PAYROLLS 

~MES PARISH HOSPITI~ SERVICE DISTRI STATEMENT OF OFE}~ATING EXPENSES YEARS ENDED FL~RCH 3].. 1997. AND MARCH 31, 1996 

Nursing Human Relations / CAU in 1996 Administration Business office Purchasing Marketing Laboratory Radiology Pharmacy Operating and recovery Emergency room Anesthesiology Dietary Housekeeping Maintenance Medical records West Bank clindc Psych unit East Bank Clinic Vacation pay adjustment Totals CO~T}~ACT SERVICES AND PROFESSIONAL FEES Emergency room Physical therapy Respiratory therapy Administration Business office Nursing Laboratory Nuclear medicine Radiology Anesthesiology Maintenance Housekeeping All other Psych center Rural Health Transition Totals 

16 

YEAR ENDED MARCH 31, 1997 
569 2 163 123 31 46 132 138 95 162 104 115 120 73 74 71 135 379 125 

656 969 391 565 878 217 89O 840 475 967 809 972 479 097 965 344 941 906 237 

YEAR ENDED MARCH 31 1996 
$782,755 2,698 149,965 119,079 22,626 47,563 144,602 145,230 98,324 106,800 113,166 113,31] 122,239 98,952 105,616 70,173 70,095 411,939 244,316 ___~_8~ 2,669,598 2,974,337 
$362,39] 128,524 156,676 128,402 14,974 108 16 12 2 
627 95(I 900 000 29[, 25,45~. 320,344 1,366,680 1,288,867 



T. JAMES PARISH HOSPITAL SERVICE DISTRICT TATEMENT OF OPE}~TING EXPENSES ENDED MARCH 3]. 1997, AND ~{ARCH 31, 1996 

SUPPLIES AND OTHER EXPENSES 

Pharmacy Operating and lecovery Emergency room Anesthesiology Cardiology Dietary Medical records Housekeeping Maintenance Business office Council on Aging Psych center Administration East/West Bank/williams clinics All other Totals 
OTHER EXPENSES 'Travel and training Purchase ancillary ,Other admini~:trative and legal Postage Recruitment expenses Interest expense Advertising All other expenses Totals 

YEAR ENDED MARCH 31, 1997 
$46 13 38 45 6 
951 202 071 793 744 

YEAR ENDED MARCH 31 1996 
$38,133 128,666 81,866 44,206 8,057 (99,945 147,333 60,210 2,53~ 2,06] 1,595 66,043 4,96~ 21,315 45,630 28,7]2 77,394 11,729 21,504 31,474 17~435 605,382 740,9]9 

$89 98 I01 16 ii0 
02 34 00 74 83 74,59] 2~21] 223,781 492,75] 



September 18, 1997 
The Bcard of Commissioners St. James Parish Hospital District Post office Box 430 Lutcher, Louisiana 70071 Members of the Board We have audited the basic financial statements of St. James Parish Hospital District Lutcher, Louisiana, for the year ended March 31, 1997, and have issued our repo~ thereon dated September 18, 1997. In connection wlth our audit, we tested transactio1~ and records to obtain reasonable assurance about the Hospital Service District' compliance with laws and regulations that, Jf not complied with, we believe could hay a material effect on the basic financial statements of the Hospital Service Distrlcl The management of St. James Parish Hospital Service District is responsible for th Hospital,s compliance with laws and regulations. we conducted our audit in accordance with generally accepted auditing standards financial and compliance audits contained in the standards for Audit of Governmen Ora~zatio~___Pro~ams, Activities~a[~ }'unctions, issued by the U.S. Gene Accounting office. Those standards require planning and performing the audit to obt reasonable assurance about whether the Hospital Service District had, in all mater respects, complied with laws and regulations that, if not complied with, we bell could have a material effect on the basic financial statements of the Hospital Serv District. An audit includes examining, on a test basis, evidence about the Hospi service District's compliance with those laws and regulations. 

fo~ tal ral a~ n ja] evr, j c~, tel 
Material instances of noncompliance consist of failures to follow requirements, cn violations of prohibitions, contained in statutes, regulations, contracts, or grants that cause us to conclude that the aggregation of the misstatements resulting fro~l those failures or violations is material to the financial statements. The results of our tests of compliance disclosed the following instances of noncompliance that may b(~ material to the financial statements but for which the ultimate resolution cannot presently be determined. Accordingly, no provision for any liability that may result has been recognized in St. James Parish Hospital service District's 1997 financJa~ statements. 
Finding We conducted an investigation of activities involving certaJl contracts entered into by the former administrator of the Hospital and reported our findings to you in December 95. We met with representatives of state of Louisiana - Department Justice - Criminal Division - Medicaid Fraud and reported our findings to them. We expressed our concerns centering around contracts with (I) Mental Health Management / Alexandria Health Concepts (2) Regional Development & Research / Louisiana Resource Management (3) Medical Management Options / Evangeline Psychiatric" 

18 8888 Bluebonnet Boulevard ~ Baton Rouge, Louisiana 70810 ~ Phone (504] 767-1040 



Explanation: 
Finding: 

Reco~endation : 
Response 

TO the best of our knowledge the representatives referred to ahoy~ are still in the process of their investigation. 
The management of St. James Parish Hospital has the responsibi]it~ to insure that funds which it controls conform to the state's pledging requirements when placing funds in a depository institution. Amounts established when U.S. Treasury Notes maturec at A~erican Express Financial Advisors were not collateralized. At March 31, 1997, $772,969 in A/nerican Express cash accounts was ill uncollateralized accounts. Because of the significance of this amount and because these are public funds, we recomJnend that management direct the redeposit of maturing Treasury Notes into accounts that are fully collateralized 'The maturity structure of initial investment in U.S. Treasury Notes was over a period less than four months and all matured March 3], 1997, with all related funds being deposited into collateralized investments April 8, 1997. If or when this situation arises in the future, the funds will be collateralized with proper pledges fro~u the related financial institutions. 

we considered these instances of noncompliance in forming our opinion on whether th~ St. James Parish Hospital Service District's 1997 financial statements are presentec] fairly, in all material respects, in conformity with generally accepted accounting principles, and this report does not affect our report dated September 18, 1997, on those financial statements. This report is intended for the information of the Board of commissioners and management. However, this report is a matter of public record and its distribution J~ not limited. 

19 

Very truly yours, GAUDET-JOHNSON, INC. 



September 18, 1997 
The Board of commissioners st. James Parish Hospital District Post Office Box 430 Lutcher, Louisiana Members of the Board We have audited the financial statements Lutcher, Louisiana, as of and for the year report thereon dated September 18, 1997. of St. James Parish Hospital District ended March 31, 1997, and have issued ot 
We conducted our audit in accordance with generally accepted auditing standards alJd Government AudJ~tincLStandards, issued by the comptroller General of the united States. Those standards require that we plan and perform the audit to obtain reasonab] e assurance about whether the financial statements are free of material misstatement. 

r consideration of the internal control structure would not necessarily disclose a]3 tters in the internal control structure that might be material weaknesses unde~ andards established by the American Institute of Certified Public Accountants. A terial weakness is a reportable condition in which the design or operation of one o] re of the specific internal control structure elements does not reduce to latively low level the risk that errors or irregularities in amounts that would b~. terial in relation to the financial statement being audited may occur and not be tected within a timely period by employees in the normal course of performing theJl signed functions. 
20 
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