
NOTES TO FINANCIAL STATEMENTS - CONTINUED LANE MEMORIAL HOSPITAL 
7. LOANS TO CONSTRUCTION PROJECT FUND 
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At June 30, 1996, $1,118,101 had been loaned by the Operating Fund to the Construction Project Fund. Details of the amounts follow: Amounts paid by the Operating Fund for the benefit of the Construction Project Fund Operating Fund certificates of deposit that were used for the benefit of the Construction Project Fund Estimated interest that would have been earned on the certificates of deposit Interest earned on Construction Project Fund monies that was deposited into the Operating Fund 
8. CONSTRUCTION CONTRACT 

$ 7,770 1,150,000 7,630 (47,299) 1,118,101 
At the meeting of the Board of Commissioners held on November Ii, 1995, a construction contract for $6,917,000 was entered into for various capital improvements and renovations to the Hospital. A total of $3,049,246 had been expended as of June 30, 1996 on the capital improvements and renovations project, of which $2,407,037 represented payments on the construction contract. 
9. SUBSEQUENT EVENTS At the meeting of the Board of Commissioners held on September 3, 1996, a construction contract for $825,000 was entered into for the construction of a medical office complex (phase I). A total of $41,509 had been expended as of June 30, 1996 on this project. 
i0. PENSION PLAN Plan D escriQtion: The Hospital contributes to the Lane Memorial Hospital Retirement which is a single-employer, contributory, defined benefit public employee ret ystem (PERS). The Plan document provides that the Hospital is to contribute t ially determined contribution amount which is calculated annually. For the P1 nded June 30, 1996, the Hospital's total payroll for all employees was $14,667 e Hospital's total estimated covered payroll was $9,886,140. Estimated covere efers to compensation paid by the Hospital to active employees covered by the ch contributions to the Plan are based. 
(Plan) ment s actuar year e and th roll r on whi 

Plan te- e n 241 pay- lan 
The Plan is sponsored by the Hospital to provide retirement benefits as well as death and disability benefits. The Plan document provides that an employee, customarily employed for more than 20 hours a week and 5 months a year, is eligible to join the July 1 after completing 2 years of continuous service. Plan benefits vest on a graded scale beginning at 25% fGr 5 years of service and increasing 5% per annum for each of the next 5 years, and 10% per annum for each of the following 5 years. Employees who retire at or after age 62 are entitled to an annual retirement benefit payable monthly for life. The benefit provided is based on the average of a participant's ~onthly earnings for the highest 3 anniversary dates preceding retirement or termination. The monthly pension equals 1.5% of participant's average monthly earnings multiplied by his years of credited service. Basis of AccountinG: The Plan assets are held in trust at ana. The Plan assets' value is the adjusted market value based upon market value information reported by Bank One. Bank One, Baton as determined by Rouge, Louisi- the actuary 
Fundinq Status: The amount shown below as "pension benefit obligation" is a standardized disclosure measure of the present value of pension benefits, adjusted for the effect of projected salary increases estimated to be payable in the future as a result of employee service through July i, 1996. The measure, which is independent of the actuarial funding 
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Lane Memorial Hospital Retirement Plan 
REPORT OF INDEPENDENT AUDITORS 

2820 CONTINENTAL DRIVE BATON ROUGE. LOUISIANA 70808 (504) 927-3946 

We have audited the accompanying balance sheets of the Lane Memorial Hospital Retirement Plan (the Plan) as of June 30, 1996 and 1995, and the related statements of revenues, expenses, and changes in net assets available for plan benefits for the years then ended. These financial statements are the responsibility of the Plan's management. Our responsi- bility is to express an opinion on these financial statements based on our audits. 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 misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the finan- cial statements. An audit also includes assessing the accounting principles used and sig- nificant estimates made by management, as well as evaluating the overall financial state- ment presentation. We believe that our audits provide a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Plan at June 30, 1996 and 1995, and the results of its operations for the years then ended in conformity with generally accepted accounting principles. The supplementary retirement plan information (unaudited) is not a required part of the basis financial statements, but is supplementary information required by the Governmental Accounting Standards Board. We have applied certain limited procedures to this data that consisted principally of comparing the information to the relevant actuarial reports. However, we did not audit the information, and we express no opinion on it. 

October 15, 1996 Certified Douglas, Ltd. Public Accountants 



NOTES TO FINANCIAL STATEMENTS - CONTINUED LANE MEMORIAL HOSPITAL 
4. LONG:-TERM DEBT A summary of long-term debt at June 30, 1996 and 1995, follows: 
Hospital Revenue Bonds (Series 1988), 6.1%, due serially to 2003, with annual principal installments ranging from $290,000 to $310,000 ($290,000 due in 1995; $290,000 due in 1994) 

Page I0 

1996 1995 

Hospital Revenue and Refunding Bonds (Series 1996), 4.75% - 5.60%, due in installments to 2011 8,500,000 Total Less current maturities 8,500,000 385,000 
$2,630,000 
2,630,000 290,000 

On February i, 1996, the Hospital issued Hospital Revenue and Refunding Bonds (Series 1996) for the purpose of (a) refunding the prior bonds, (b) financing and reimbursing the Hospital for previous expenditures made in connection with various capital improvements and renovations to the Hospital, including the equipment purchased in connection therewith (the "1996 Project"), and (c) paying all legally incurred costs and expenses in connection with the issuance of the Series 1996 bonds. The scheduled maturities of long-term debt for the next five years ending June 30 are as follows: 1997 - $385,000; 1998 - $405,000; 1999 - $425,000; 2000 - $450,000; and 2001 - $475,000. The bonds are secured by certain revenues and property as defined in the Trust Indenture 
5. MALPRACTICE INSURANCE During 1976, the State of Louisiana enacted legislation that created a statutory limit of $500,000 for each medical professional liability claim and established the Louisiana Patient Compensation Fund (State Insurance Fund) to provide professional liability insur- ance to participating health care providers. The Hospital participates in the State Insurance Fund, which provides up to $400,000 coverage for settlement amounts in excess of $I00,000 per claim. The Hospital is insured through the Louisiana Hospital Association Trust Fund with respect to the first $I00,000 of each claim. 6. PHYSICIAN GUARANTEES To attract certain of period. A 
Balance at beginning of year Paid by Hospital to physicians Paid by physicians to Hospital Write-off as uncollectible Less estimated uncollectibles 

1995 1994 $ 896,116 424,025 (66,224) {814,449) 439,468 348,150 
$ 322,440 728,119 (20,042) (134,401) 896,116 2461546 



NOTES TO FINANCIAL STATEMENTS - CONTINUED LANE MEMORIAL HOSPITAL 
2. CASH, CASH EQUIVALENTS, AND SHORT-TERM INVESTMENTS - CONTINUED 
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These balances are presented in the balance sheets and sununarized below: 1996 1995 Current assets: Cash Short-term investments Accrued interest receivable Assets limited as to use: Internally designated - Cash Short-term investments Held by trustees - Money market accounts Accrued interest receivable Construction Project Fund - Cash Cash equivalents Short-term investments Accrued interest receivable 

$ 3,914,171 3,000,000 9,204 
278,290 2,200,000 356,232 
687,479 1,400,000 3,100,000 13,646 

$ 2,199,419 2,750,000 26,571 
303,284 2,200,000 370,215 1,540 

Louisiana state statutes authorize the Hospital to invest in direct obligations of the U. S. Government, certificates of deposit of state banks and national banks having their principal office in the state of Louisiana, federally insured investments, guaranteed investment contracts issued by a financial institution having one of the two highest rat- ing categories published by Standard & Poor's or Moody's, and mutual or trust funds regis- tered with the Securities and Exchange Commission (provided the underlying investments of these funds meet certain restrictions). As of June 30, 1996, the balances reported by tifioates of deposit totaled $15,731,894. Of federal depository insurance, $15,069,174 was pledging bank in the Hospital's name, and the Bank of New York Trust Department. 
3. PROPERTY AND EQUIPMENT 

banks for cash, cash equivalents, and cer- the $15,731,894, $300,000 was covered by collateralized with securities held by the remaining $362,720 was on deposit in The 
A summary of property and equipment at June 30, 1996 and 1995, follows: 1996 1995 Land Buildings and land improvements Physicians office buildings Major movable equipment Fixed equipment Construction in progress Less accumulated depreciation 

$ 757,501 12,340,164 1,460,986 12,294,358 3,843,619 3,090,755 (16,006,821) 
707,716 12,320,647 1,280,486 12,090,063 3,843,619 177,903 (14,913,427) 



NOTES TO FINANCIAL STATEMENTS - CONTINUED LANE MEMORIAL HOSPITAL 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 

Page 8 
Medicaid - Effective July l, 1994, reimbursement for inpatient services rendered to Medicaid program beneficiaries was changed to a per diem methodology which is not subject to settlement. Outpatient services continue to be reimbursed under a cost reimbursement methodology. - The Hospital has entered into payment agreements with certain commercial insurance carriers, health maintenance organizations and preferred pro- vider organizations which include payments based on prospectively determined rates per discharge, discounts from established charges and prospectively determined daily rates. The Hospital derives a significant amount (approximately 53% for the year ended June 30 1996 and 56% for the year ended June 30, 1995) of its net patient service revenues from patients covered by the Medicare and Medicaid programs. Free care: The Hospital provides, without charge, care to patients who meet certain cri- teria under its free care policy. Because the Hospital does not pursue collection of amounts determined to qualify as free care, the amounts are not reported as revenue. Free care provided in the years ended June 30, 1996 and 1995, measured at established rates, was $108,276 and $93,597, respectively. Contributions: Contributions not designated by donors for specific purposes are reported as nonoperating gains regardless of the use for which they might be designated by the governing board. -restricted funds: Donor-restricted funds are used to differentiate resources, the use of which is restricted by donors or grantors, from resources of general funds on which the donors or grantors place no restriction. Resources restricted by donors for plant replacement and expansion are recorded as additions to the restricted fund and are added to the general fund balance to the extent expended within the period. Self-insured medical claims: The Hospital is self-insured for employee medical claims up to predetermined stop-loss amounts. Claims in excess of the stop-loss amounts are insured through a commercial insurance carrier. Management accrues its best estimate of probable claim amounts incurred but not reported based on its previous loss experience. Reclassifications: Certain reclassifications have been made to previously reported June 30, 1995 balances to conform to the current year presentation and to the new American Institute of Certified Public Accountants' audit and accounting guide. 
2. CASH, CASH EQUIVALENTS, AND SHORT-TERM INVESTMENTS The nature of the Hospital's cash, cash equivalents, and short-term investments at June 30, 1996 and 1995 are: 
Cash Certificates of deposit (with maturities of less than three months when purchased) Money market accounts Total cash and cash equivalents Certificates of deposit (with maturities of more than three months when purchased) Accrued interest receivable 

1996 1995 $ 4,879,940 $ 2,502,703 1,400,000 356,232 6,636,172 
8,300,000 22,850 

370,215 2,872,918 
4,950,000 28,111 



STATEME~ES OF CASH FLOWS - RESTRICTED AND UNRESTRICTED FUNDS LANE MEMORIAL HOSPITAL 
CASH FLOWS FROM OPERATING ACTIVITIES Operating income Interest expense considered capital financing activity Adjustments to reconcile operating income to net cash provided by operating activities: Depreciation and amortization Changes in - Accounts receivable Inventories and prepaid expenses Accounts payable Accrued expenses NET CASH PROVIDED BY OPERATING ACTIVITIES CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES Unrestricted contributions Restricted contributions NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES Purchase of property and equipment Financing cost Principal paid on long-term debt Interest paid on long-term debt Proceeds from disposals of equipment 
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YEAR ENDED JUNE 30 1996 1995 
$ 2,596,822 143,136 $ 1,561,645 149,860 
1,647,792 1,648,200 (597,188) 11,139 585,898 415,247 4,802,846 
13,020 10,500 23,520 

192,376 (70,883 204,729 (467,454 3,218,473 
13,060 13,060 
1,318,945) 

Proceeds from bond issuance 8,500,000 - NET CASH PROVIDED/USED BY CAPITAL AND RELATED FINANCING ACTIVITIES 1,737,883 (1,756,999 CASH FLOWS FROM INVESTING ACTIVITIES Investment income Rental of physician office buildings (net) Depreciation of physician office buildings Purchase of certificates of deposit Other NET CASH USED BY INVESTING ACTIVITIES 
439,424 85,671 36,016 (3,350,000) (12,106) (2,800,995) 

355,288 80,566 36,106 (2,086,000) (243) (1,614,283) NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3,763,254 (139,749 Cash and cash equivalents at beginning of year CASH AND CASH EQUIVALENTS AT END OF YEAR 2,872,918 3,012,667 

The accompanying notes are an integral part of these financial statements. 



NOTES TO FINANCIAL STATEMENTS - CONTINUED LANE MEMORIAL HOSPITAL 
i0. PENSION PLAN - CONTINUED 

Page 12 
method used to determine contributions to the Plan, is the actuarial present value of credited projected benefits. The measure is intended to help users assess the Plan's funding status on a going-concern basis and assess progress made in accumulating suffi- cient assets to pay benefits when due. The pension benefit obligation was determined as part of an actuarial valuation as of July i, 1996. Significant actuarial assumptions used include a rate of return on the investment of present and future assets of 8% per annum, compounded annually, and pro- jected salary increases of 4% per year. At June 30, 1996 and 1995, the pension benefit obligation was as follows: 1996 1995 Pension benefit obligation: Retirees and beneficiaries currently receiving benefits $ 1,238,525 $ 989,066 Terminated employees entitled to benefits but not yet receiving them Active employees Total pension benefit obligation Net assets available for benefits, at market value Assets in excess of pension benefit obligation 

360,783 6,732,814 8,332,122 10,425,630 
525,729 61237,594 7,752,389 9,375,360 

The pension benefit obligation applicable to accumulated employee contributions including allocated investment income which is included in active employees above is $968,412 for 1996 ($869,658 for 1995). for periodic employer contributions at actuar : The funding policy of the PERS provides ially determined rates that are necessary to fund normal (current year) costs plus an additional amount necessary to amortize unfunded past service costs over a 20-year period (from the date the past service cost was first recognized). However, the Hospital will contribute no more than the amount necessary to achieve a ratio of "actuarial value of assets" to the "present value of accrued benefits" of 150% determined as of the beginning of the Plan year. The actuarially determined con- tribution required for the year ended June 30, 1996 was $267,909. Significant actuarial assumptions used to as those used to compute the standardized compute contribution requirements are the same measure of the pension benefit obligation. Trend Information: Historical trend information is presented in order to assess the prog- ress madE! in accumulating sufficient assets to pay pension benefits as they become paya- ble. Historical three-year trend information for the PERS as of July i, 1996, July i, 1995, and July i, 1994 is presented below: 
Net assets available for benefits as a percentage of the pension benefit obligation Assets in excess of pension benefit obligation as a per- centage of the Hospital's annual covered payroll Hospital's contributions to the pension plan as a percent- age of estimated annual covered payroll 

1996 1995 1994 
125.1% 120.9% 109.7% 21.2% 18.5% 2.7% 5.2% 8.6% 5.0% The June 30, 1996 audited financial statements of the Plan include certain historical trend information related to net assets available for benefits, pension benefit obliga- tions, and annual covered payroll. 



STATEMENTS OF CHANGES IN FUND BALANCES LANE MEMORIAL HOSPITAL 
YEAR ENDED JUNE 30 1996 1995 
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Unrestricted Restricted Unrestricted Restricted FUND BALANCE, Beginning of year $24,350,459 $ - $22,339,007 $ Increase in unrestricted fund balance Contributions - restricted Transfer to finance equipment 

FUND BALANCE, End of year 
3,134,755 10,500 3,145,255 10,500 (10,500) 

2,011,452 
2,011,452 24,350,459 

The accompanying notes are an integral part of these financial statements. 



STATEMEntS OF OPERATIONS - UNRESTRICTED FUNDS LANE MEMORIAL HOSPITAL 
REVENUE Net patient service revenue Other 
EXPENSES Nursing services Other professional services General services Fiscal and administrative services Provision for bad debts Depreciation and amortization Interest expense, net of interest income from bond fund investments of $3,162 in 1996 and $10,570 in 1995 OPERATING INCOME 

TOTAL REVENUE 

TOTAL EXPENSES 
NONOPERATING INCOME (LOSS) Unrestricted contributions Rental of physician office buildings (net) Gain (loss) on disposals of fixed assets Income on investments limited as to use - internally designated Other investment income NONOPERATING INCOME, NET INCREASE IN UNRESTRICTED FUND BALANCE 
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YEAR ENDED JUNE 30 1996 1995 
$34,765,302 550,061 35,315,363 
1 679 644 113 669 820 647 

$32,464,311 423,370 32,887,681 541 753 1 917 010 392 792 143,136 32,718,541 

594 540 020 734 637 648 
864 466 651 735 260 200 149,860 31,326,036 2,596,822 1,561,645 

13,020 85,671 (182) 123,528 315,896 537,933 
13,060 80,566 893 94,042 261,246 449,807 

The accolapanying notes are an integral part of these financial statements 



LANE MEMORIAL HOSPITAL COMPREHENSIVE ANNUAL REPORT JUNE 30, 1996 
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Jnaer provisions .of state law, :h~S report is a public document. A copy of the report has been submit- ted to the audited, or reviewed, entity and other appropria~,e public officials. The report is available for public inspection at the Baton Rouge office of the Legislative Audi- tor and, where appropriate, at the office of the parish clerk of court R~.lease Date OEC 1 8 1995 
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REPORT OF INDEPENDENT AUDITORS 
Board of Commissioners Lane Memorial Hospital Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana 

2820 CONTINENTAL DRIVE BATON ROUGE, LOUISIANA 70808 (504~ 927-3946 

We have audited the accompanying balance sheets of La~e Memorial Hospital (Hospital ice District No.l of East Baton Rouge Parish, Louisiana) as of June 30, 1996 and 1 and the related statements of operations, changes in fund balances, and cash flows years then ended. These financial statements are the responsibility of the Hospita management. Our responsibility is to express an opinion on these financial stateme based on our audits. 
Serv- 95, or the 's ts 

We conducted our audits in accordance with generally accepted auditing standards and in accordance with the standards for financial audits contained in Government Auditina Stand- ards (1994 Revision), issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the a~ounts and disclosures in the finan- cial statements. An audit also includes assessing the accounting principles used and sig- nificant estimates made by management, as well as evaluating the overall financial state- ment presentation. We believe that our audits provide a reasonable basis for our opinion. In our opinion, the financial statements referred to ~bove present fairly, in all material respects, the financial position of Lane Memorial Hospital as of June 30, 1996 and 1995, and the results of its operations, changes in fund balances, and cash flows for the years then ended in conformity with generally accepted accounting principles. In accordance with Government Auditinq Standards, we have also issued a report on our con- eideration of the Hospital's internal control structure and a report on its compliance with laws and regulations, both dated October 15, 1996. Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplementary information included in pages 19 through 23 is pre- sented for purposes of additional analysis and is not a required part of the basic finan- cial statements. Such information, except for the "Statistical Data", marked unaudited, on which we express no opinion, has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole. 

October 15, 1996 ames R. Douglas, Ltd. ertified Public Accountants 



BALANCE SHEETS - UNRESTRICTED FUNDS 12%NE MEMORIAL HOSPITAL 
ASSETS CURRENT ASSETS Cash Short.-term investments Assets limited as to use Patient accounts receivable, net of estimated uncollectibles of $2,073,636 in 1996 and $1,789,782 in 1995 Estimated third-party payor settlements Physician guarantees receivable, net of estimated uncollectibles of $348,150 in 1996 and $246,546 in 1995 Other receivables Inventories Prepaid expenses Due from designated funds TOTAL CURRENT ASSETS ASSETS LIMITED AS TO USE Internally designated Held by trustees ConstJ~uction Project Fund Less amounts required to meet current obligations 
PROPERTY AND EQUIPMENT, net OTHER ASSETS 
LIABILITIES AND FUND BALANCE 

TOTAL ASSETS 
CURRENT LIABILITIES Trade accounts payable Employee compensation payable Accrued vacation Accrued interest Accrued expenses and other liabilities Reserve for estimated medicare and medicaid claims Estimated third-party payor settlements Current maturities of long-term debt Due to Operating Fund TOTAL CURRENT LIABILITIES LONG-TERM DEBT, net of current maturities 
FUND BALANCE, unrestricted 

Page 3 
JUNE 30 1996 1995 

$ 3,914,171 3,000,000 2,500,638 
5,075,477 684,336 
91,318 38,906 380,237 262,405 I,i18,101 17,065,589 

(2,500,638) 5,535 0~Q9~09 

$ 2,199,419 2,750,000 371,755 
4,003,574 518,025 
649,570 121,680 388,587 265,194 1,540 11,269,344 2,503,284 371,755 2,875,039 (371,755) 2,503,284 17,780,562 15,507,007 86,274 54,838 

1,481,482 319,525 574,938 186,305 383,859 300,000 107,510 385,000 1,118,101 4,856,720 

895,584 232,639 519,365 80,215 235,207 300,000 89,464 290,000 1,540 2,644,014 8,115,000 2,340,000 TOTAL LIABILITIES 12,971r720 4~9841014 
TOTAL LIABILITIES AND FUND BALANCE 27,495,714 24,350,459 

The accompanying notes are an integral part of these financial statements. 



NOTES TO FINANCIAL STATEMENTS LANE MEMORXAL HOSPITAL 
i. SUMMARy OF SIGNIFICANT ACCOUNTING POLICIES 
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Lane Memorial Hospital (the Hospital) is a nonprofit organization created by the Parish Council of East Baton Rouge Parish (as Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana) on June 12, 1957 under the provisions of Chapter i0 of Title 46 of the Louisiana Revised Statutes of 1950 and is exempt from Federal and state income taxes. The governing authority of the District is the Metropolitan Council of the City of Baton Rouge and the Parish of East Baton Rouge and accordingly, appoints members to the Hospital Board. The Board exercises all administrative functions with respect to the operations and management of the Hospital. The Hospital reports in accordance with the American Institute of Certified Public Accountants' (AICPA) "Health Care Organizations" and, as a governmental entity, also provides certain disclosures required by the Governmental Accounting standards Hoard. significant accounting policies used by the Hospital in pre- paring and presenting its financial statements are summarized below. Investments: Short-term investments are recorded at cost and consist of bank certificates of deposit with original maturities of more than three months when purchased. Inventorlz: Inventory is valued at the most recent invoice price. This method approxi- mates the lower of cost (first-in, first-out method) or market. Assets limited as to use of Commissioners for rut may at its discretion su a trust indenture, and a 

: Assets limited as to use include assets set aside by the Board ure capital improvements (over which the Board retains control and bsequently use for other purposes), assets held by trustees under ssets dedicated to capital improvements under the trust indenture. ProDerty and eauiDment: Property and equipment acquisitions are recorded at cost. Depre- ciation is provided over the estimated useful life of each class of depreciable asset and is computed on the straight-line method as follows: Buildings and land improvements Physicians office buildings Major movable equipment Fixed equipment Costs of borrowina: Costs amortized over the life of standing. 
5-40 5-40 3-20 5-25 years years years years incurred in connection with the issuance of revenue bonds is the bonds based upon the principal amount of the bonds out- 

Net patient service revenues: The Hospital has agreements with third-party payors that provide for payments to the Hospital at amounts different from its established rates. Net patient service revenues are reported at the estimated net amounts realizable from patients, third-party payors and others for services rendered, including estimated retro- active adjustments under reimbursement agreements. Retroactive adjustments are accrued on an estimated basis in the period the related services are rendered and adjusted in future periods as final settlements are determined. Government health care program receivables include settlements for fiscal years subsequent to the fiscal year ended June 30, 1993 which are subject to audit and retroactive adjustment by the intermediary and the Depart- ment of Health and Human Services. Payment arrangements with major third-party payers are summarized below: Medicare - Inpatient acute care services rendered to Medicare program beneficiaries are paid at prospectively determined rates per discharge which vary according to a patient classification system that is based on clinical, diagnostic and other fac- tors. Inpatient nonacute services, certain outpatient services and defined capital costs related to Medicare beneficiaries are paid based on a cost reimbursement methodology. The Hospital is paid for cost reimbursable items at a tentative rate with final settlement determined after submission of annual cost reports by the Hospital and audits thereof by the Medicare fiscal intermediary. 
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE WITH LAWS AND REGULATIONS 
Board of commissioners Lane Memorial Hospital Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana 

2820 CONTINENTAL DRIVE BATON ROUGE. LOUISIANA 70808 IS04) 927-3946 

We have audited the financial statements of Lane Memorial Hospital (Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana) (the Hospital) as of and for the year ended June 30, 1996, and have issued our report thereon dated October 15, 1996. We conducted our audit in accordance with generally accepted auditing standards and Gov- ernment Auditinq Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, and contracts applicable to the Hospital is the respon- sibility of the Hospital's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of the Hospital's compliance with certain provisions of laws, regulations, and contracts. However, the objective of our audit of the financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. The results of reported herein our tests disclosedno instances of noncompliance that are required to be under Government Auditino Standards. This report is intended solely for the information of the Board of Commissioners and man- agement. However, this report is a matter of public record and its distribution is not limited. 

October 15, 1996 James R. Douglas, Ltd. Certified Public Accountants 



STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS AVAILABLE FOR PLAN BENEFITS LANE MEMORIAL HOSPITAL RETIREMENT PLAN 
OPERATING REVENUES Employer contributions Employee contributions Investment income Bank fees refunded 

Page 27 
YEAR ENDED JUNE 30 1996 1995 
$ 459,751 147,507 1,088,277 .. 19,552 TOTAL OPERATING REVENUES 1,527,397 - 1,715,082 OPERATING EXPENSES Benefits paid to participants and beneficiaries Actuary fees Bank fees 473,829 --- 3,298 525,009 6,639 5,48Z TOTAL OPERATING EXPENSES 477t127 537,135 OPERATING INCOME 1,050,270 1,177,952 NET ASSETS AVAILABLE FOR BENEFITS, Beginning of year NET ASSETS AVAILABLE FOR BENEFITS, End of year 9,375~360 10,425 630 

The accompanying notes are an integral part of these financial statements. 

- 8,197,408 - 9,375,360 



 



REPORT OF INDEPENDENT AUDITORS ON THE INTERNAL CONTROL STRUCTURE 



 



~YSIS OF TOT~ REVENUES LANE MEMORZAL ~OSPITAL 
PATIENT SERVICE REVENUES Routine services Ancillary services: Inpatient Outpatient 
ALLOWANCES Free care Medicare contractual allowances Medicaid contractual allowances HMO/PPO and other 
OTHER REVENUES Cafeteria Telephone Vending machines Employee pharmacy Medical records N. S. F. fee Staff development fee 
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YEAR ENDED JUNE 30 
$ 9,697,455 $ 9,085,101 25,265,709 20,498,681 55,461,845 
108,276 16,306,410 1,764,491 2,517,36~ _20,696,543 

23,719,506 19,377,810 52,182,4!7 
93,597 13,880,348 3,800,873 1.943,288 19,718,106 NET PATIENT SERVICE RE%~ENUES 34,765,30~. 32,464,31--1 

Bio-med revenue Medicaid application Sale of scrap Sale of supplies Physician management services Internal transactions Miscellaneous TOTAL REVENUES 

246,984 633 
12,120 125,689 2,492 260 11,583 21,921 38,611 1,57~ 550,061 1,816 423t370 



PATIENT SERVICE REVENUES LANE MEMORIAL HOSPITAL 
ROUTINE SERVICES Medical and surgical Nursery I~tensive care Skilled nursing facility Nursing home 
ANCILLARY SERVICES Home health care Cardiopulmonary Labor/delivery room Operating room Day surgery Recovery room Emergency room: Professional Other Central supply Laboratory Special equipment Occupational therapy Radiology Ultrasound Nuclear medicine Pharmacy Anesthesiology Physical therapy Dietary Dialysis Speech therapy Zachary Family Practice 

$ 6,404,243 177,008 1,251,676 846,663 897,357 9,576,947 

4 5 2 1 
4 

364 246 708 158 82 464 297 063 007 305 41 4O5 428 113 339 651 327 149 74 34 

521 401 110 566 204 459 174 421 932 945 152 578 967 544 742 515 742 854 770 112 25,265,709 34,842~656 

OUTPATIENT 
$ 120,508 
120,508 
921 555 60 766 683 i01 
798 039 006 056 673 073 1,668,S15 972,511 2,070,381 3,219,255 561,424 112,284 3,280,509 462,923 202,455 886,769 718,001 441,672 9,899 1,010 74,595 728,833 --20.498,68! 

6,524,751 177,008 1,251,676 846,663 897,357 9,697,455 
921 919 306 474 842 183 
798 560 407 166 239 277 2,133,274 1,269,685 6,133,802 8,227,187 2,867,369 153,436 4,686,087 891,890 315,999 5,226,511 1,369,516 769,414 159,753 75,780 108,707 728,533 45,764,390 



EAR ENDED JUNE 30, 1995 
$ 6,045,266 205,330 1,209,421 672,487 864,94__4 8,997,4L~ 
937 260 659 145 98 390 255 533 783 318 i0 269 546 121 182 598 316 139 121 30 

349 019 169 449 524 934 715 505 2~6 453 360 174 525 81.9 528 670 708 236 688 465 23,719,5f~ 

$ 87,653 
87,653 

1,547,057 981,851 1,529,435 2,919,895 510,487 58,545 3,005,456 512,286 175,447 833,305 528,603 363,833 8,398 3,813 64,507 , 867,511 19,377,810 

$ 6,132,919 205,330 1,209,421 672,487 864,944 9,085,101 
3,751 4,394 327 1,238 678 177 
588 597 539 109 398 660 1,937,991 1,237,566 5,062,940 7,703,121 2,828,940 68,895 4,274,630 1,058,811 297,266 5,015,833 1,127,273 680,541 147,634 125,501 94,972 867,511 43,0971316 
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DEPAR~iE~L OPERATING EXPENSES LANE MEMORIAL HOSPITAL 

NURSING SERVICES Medical[ and surgical Nursery Intensive care Skilled nursing facility Nursing home 
OTHER PRO~ESSIONAL SERVICES Home health care Cardiopulmonary Labor/,~elivery room Operat.ing room Day su:cgery Reoove:cy room Emergency room Central supply Laboratory Special equipment Occupational therapy Radiology Ultrasound Nuclear medicine 
Speech therapy Zachary Family Practice Dr. Santos 

YEAR ENDED JUNE 30. 1996 ~ SALARIES $2,978,729 236,998 572,543 414,485 458,492 

54 566 143 68 331 261 118 
587 777 077 8OO 955 53O 753 2,430 597,342 .. 10,156 

PROFESSIONAL FEES 

$ 90,822 
1,542,322 13,500 

OTHER EXPENSES 
$ 3,567,638 306,616 674,315 505,854 -. 625,118 
1,220,i04 820,827 460,117 630,450 287,622 62,100 2,766,960 1,6571099 1,937,215 85,763 74,832 1,147,005 288,578 156,428 1,388,052 369,138 303,417 52,850 66,149 856,762 131285 



~ SALARIES 
$2,954,678 148,117 516,417 342,160 _ 432~/237~ 
1,018,908 491,740 371,828 434,355 227,457 47,047 939,422 90,605 892,80.7 17,869 553,519 134,730 82,257 312,955 244,393 
681,2J7 

PROFESSIONAL FEES 

$ 85,565 
1,494,373 17,315 

OTHER EXPENSES_ 
$ 745,633 41,262 141,870 99,970 173,383 

$ 3,700,311 189,379 658,287 442,130 604 757 
452,936 204,295 106,375 166,820 67,448 8,417 239,842 1,247,597 1,099,362 70,377 9,241 643,871 135,903 85,220 993,215 109,548 322,059 88,900 48,060 302,618 

1,471,844 781,600 478,203 601,175 294,905 55,464 2,673,637 1,338,202 2,009,484 70,377 27,110 1,197,390 270,633 167,477 1,306,170 353,941 322,059 88,900 48,060 983,835 6aS4-1-lL~IC'9 1,5972~53 . 6--..X'~ 14 540 466 

(CONTINUED) 
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DEPARTMENTAL OPERATING EXPENSES - CONTINUED MEMORIAL HOSPITAL 
YEAR ENDED JUNE 30. 1996 SALARIES GENERAL SERVICES Dietary $ 459,536 Maintenance 424,616 utilities Enviror~mental services Laundry 8io-med 

FISCAL AND TRATIVE Hospital tion ment 

270,193 66,056 I02.013 

OTHER EXPENSES TOTAL 
Page 22 

R ENDED JUNE 30. 1995 SALARIES 
$ 437,954 417,659 

OTHER .EXPENSES TOTAL 
212,970 131,879 -- 54,622 I1322~41~ 1 791 503 3 113 917 1 257 395 1 763 256 3_~,0~0,~5_!I ADMINIS- SERVICES informa- manage- 204,615 78,382 282,997 210,707 80,552 291,259 Hospital informa- AdminiEItration Public relations Human resources Materials manage- ment Communications Medical staff Accounting staff development Diagnostic related group Social services Quality resources Quality team Physician manage- ment. services InsurarLce 

173 572 250 93 101 129 34 22 169 73 

257 709 229 329 178 
218 418 469 235 126 634 45 217 9 893 1,155 188 47 803 44 

15,672 

621 623 620 337 884 
391 991 719 328 228 253 174 188 43 852 1,178 577 216 642 118 

5,421 641,411 

878 332 849 666 062 887 405 745 765 445 54,359 63,367 205,913 7,836 

124 587 236 92 93 125 37 21 159 75 

882 465 159 251 914 737 739 482 671 418 
1,040 

187 356 427 223 115 13 8 616 53 39 

506 737 560 796 140 904 862 009 010 393 
ii0 544~ 732 

312 944 663 316 209 139 46 637 212 i14 

388 202 719 047 054 641 601 491 681 811 57,761 33,830 201,919 7,449 1,150 544,732 



NOTES TO FINANCIAL STATEMENTS - CONTINUED LANE MEMORIAL HOSPITAL RETIREMENT PLAN Page 30 
6. INVESTMENTS The Plan's investments are held by the trust departments of two local banks. A summary of the activity in these investments follows: 
Fair market value, July i, 1995 Add: Employer contributions Employee contributions ]investment earnings Bank fees paid to the Plan 
Deduct: Benefits paid ~lank fees paid by the Plan 

Bank One Trust Hibernia Trust 
201,000 148,936 976,676 21,042 1,347~654 
474,916 1,020 475,936 

60,540 7,423 67,963 
3,298 3,298 

Total $ 9,294,569 
201,000 148,936 1,037,216 28,465 1,415,617 
474,916 4,318 479,234 Other - (deduct): Net appreciation (depreciation) in fair value of investments (7,010) 63,716 56,706 Fair market value, June 30, 1996 

The Plan has adopted certain investment goals and outlined below, which are intended to protect and ing an appropriate return. 
Equity securities Fixed income securities 

objectives and policy guidelines, as preserve the Plan's assets while provid- 
Tarqet 45% 55% As of June 30, 1996, 46% of the Plan's invested assets were in equity securities, while 54% of the Plan's invested assets were in fixed income securities. 7. HISTORICAL TREND INFORMATION the Plan's progress presented on the fol- 
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REPORT OF INDEPENDENT AUDITORS ON THE INTERNAL CONTROL STRUCTURE 
Board of Commissioners Lane Memorial Hospital Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana 

2820 CONTINENTAL DRIVE BATON ROUGE. LOUISIANA 70808 (504) 927-3946 

We have audited the financial statements of Lane Memorial Hospital (Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana) (the Hospital) as of and for the year ended June 30, 1996, and have issued our report thereon dated October 15, 1996. We conducted our audit in accordance with ernment Auditinq Standards, issued by the generally accepted auditing standards and Comptroller General of the United States. standards require that we plan and perform the audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 
Gov- Those about 

The management of the Hospital is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by manage- ment are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are safe- guarded against loss from unauthorized use or disposition, and that transactions are exe- cuted in accordance with management's authorization and recorded properly to permit the preparation of the financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. In planning and performing our audit of the financial statements of the Hospital for the year ended June 30, 1996, we obtained an understanding of the internal control structure. with respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. Our consideration of the internal control matters in the internal control structure structure would not necessarily disclose all that might be material weaknesses under stand- ards established by the American Institute of Certified Public Accountants. A material weakness is a reportable condition in which the design or operation of one or more of the specific internal control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no mat- ters involving the internal control structure and its operations that we consider to be material weaknesses as defined above. 



 



Analvsis of Fundina Prosress Values as of October 1 1992 1991 1990 1989 
$6,908,868 6,308,969 $6,001,178 5,059,818 $4,975,905 4,858,779 $4,869,595 4,626,226 $4,227,178 2,854,856 

1987 
$3,677,447 2,495,002 109.5% 118.6% 102.4% 105.3% 148.1% 147.4% 599,899 6,785,09~[ 941,360 4,940,850 117,126 4,780,986 243,369 4,475,596 1,372,322 4,075,281 1,182,445 4,023,671 

8.8% 19.1% 2.4% 5.4% 33.7% 29.4% 
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REQUIRED FUNDING PROGRESS (UNAUDITED) - ANALYSIS OF 
LANE MEMORIAL HOSPITAL RETIREMENT PLAN JUNE 30, ~L996 
Required supplementary historical information for the Lane Memorial Hospital Retirement Plan is presented below for all years for which this information is available. 
Net assets available for benefits, at market value Pension benefit obligation Net assets for benefits available as a percentage of the pension benefit obligation Assets in excess of pension benefit obligation Estimated covered annual payroll* Assets in excess of pension benefit obligation as a percentage of estimated covered annual payroll 

Analysis of Fundinu Proaress Values as of July 1 
$10,425,630 8,332,122 

1995 1994 1993 
$9,375,360 7,752,389 $8,197,408 7,470,673 $7,957,223 6,981,968 

125.1% 120.9% 109.7% 114.0% 2,093,508 9,886,140 1,622,971 8,768,963 726,735 8,460,451 975,255 7,585,577 
21.2% 18.5% 8.6% 12.9% 

Expressing the net assets available for benefits as a percentage of the pension benefit obligation provides an indication of the Plan's funding status on a going-concern basis. Analysis of this percentage over time indicates whether the system is becoming financially stronger or weaker. Trends in assets in excess of pension benefit obligation and estima- ted cover~)d annual payroll are both affected by inflation. Expressing the assets in excess of pension benefit obligation as a percentage of estimated covered annual payroll approximately adjusts for the effects of inflation and aids in the analysis of the Plan's progress made in accumulating sufficient assets to pay benefits when due. 
Effective October I, 1991, covered payroll was increased by 5%; prior years have been restated to reflect the 5% increase. Effective July i, 1994, the increase was changed to 4%. 



NOTES TO FINANCIAL STATEMENTS LANE MEMORIAL HOSPITAL RETIREMENT PLAN 
I. PLAN DESCRIPTION 
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General: The Lane Memorial Hospital Retirement Plan (the Plan) is a single-employer, con- tributory, defined benefit public employee retirement system (PERS). The Plan covers eli- gible employees of Lane Memorial Hospital (the Employer) who elect to join after meeting certain length of service requirements and is funded through employer and employee contri- butions and investment earnings. As a governmental entity, the Plan provides disclosures required by the Governmental Accounting Standards Board. The Plan is not subject to the financial reporting requirements of the Employee Retirement Income Security Act of 1974 (ERISA). : At June 30, 1996 and 1995, the Plan's membership consisted of: JUNE 30 1996 1995 Active employees Fully-vested Partially-vested Non-vested Total current employees Retirees and beneficiaries currently receiving benefits Terminated employees entitled to benefits but not yet receiving them Total Total plan participants 
beginning of the Plan Year, worked an average of 20 or cation to the Employer for : The bility benefits. All bene basic annual retirement be to the number of years of est three years of compens lieu of other options (ref 
but before attain member's accrued 

113 134 103 350 28 1_~9 --47 397 

71 160 i00 331 24 21 45 376 
An employee is eligible to participate in the Plan if, at the he/she has at least two years of continuous service and has more hours per week. An eligible employee must make an appli- participation in the Plan and agree to the terms of the Plan. Plan provides retirement benefits as well as death and disa- fits are vested 100% after 15 years of credited service. The nefit at age 62 is a benefit payable for life in an amount equal credited service multiplied by 1.5% of the average of the high- ation. Employees can elect to receive a lump-sum payment in er to the Plan document for other options). : A member leaving employment after five years of credited service ing retirement age is entitled to a benefit at age 62 equal to the benefit upon termination of employment. disability before at elect to receive red A member leaving employment because of total and permanent taining retirement age is eligible for deferred benefits or may uced benefits beginning on the disability retirement date. The survivor for a participant payable in the Employer contributions: vide the benefits under ods and assumptions. 

Hospital to deduct from plus (2) 2% of any month 

benefit provided under the Plan is a death benefit form of a pre-retirement survivor annuity. The Employer is required to contribute amounts necessary to pro- the Plan determined by the application of accepted actuarial meth- 
To join the Plan, the participant his/her salary - (1) 1% of his/her ly earnings over $400. authorizes Lane Memorial monthly earnings up to $400; 



 



 



 

~OI~I~ HOSPITAL ~TIP.EMENT PLAN 
ASSETS CURRENT ASSETS Cash ec~ivalents Mutual funds - fixed Mutual funds - equity Contributions receivable Accrued income receivable Bank fees receivable Cash 
LIABILITIES Bank fees payable Benefits payable 

NET ASSETS AVAILABLE FOR PLAN BENEFITS 
PENSION BENEFIT OBLIGATION PROJECTED BENEFITS PAYABLE TO Active employees: Accumulated employee contributions with interest Employer - financed vested benefit obligation Employer - financed nonvested benefit obligation Retirees and beneficiaries Terminated vested participants 
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JUNE 30 1996 1995 

$ 382,090 5,351,473 4,554,094 107,510 27,814 4,000 1 10,426,982 
1,352 1,352 

$ 329,720 4,847,118 4,105,832 35,974 33,424 16,705 I0,046 9,378,819 
1,020 .. 2,439 3,459 

TOTAL PENSION BENEFIT OBLIGATION 8,332,122 ASSETS IN EXCESS OF PENSION BENEFIT OBLIGATION 2,093,508 10,425,630 

The accompanying notes are an integral part of these financial statements. 

7,752,389 _ 1,622,971 _ 9,375,360 


