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JAMES R. DOUGLAS, LTD (PROFESSIONAL ACCOUNTING CORPORATION 

REPORT OF INDEPENDENT AUDITORS 
Board of Commissioners Hood Memorial Hospital Hospital Service District No. 2 of Tangipahoa Parish, Louisiana 

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

We have audited the accompanying balance sheets of Hood Memorial Hospital (Hospital Serv-- ice District No. 2 of Tangipahoa Parish, LouLsiana) as of September 30, 1996 and 1995, and the related statements of revenue and expenses and change8 in fund balances, and cash flows for the years then ended. These financial statements are the responsibility of the Hospital's management. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with generally accepted auditing standards and is accordance with the standards for financial audits contained in Government Auditinu 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_~.eunts and disclosures in the finan- cial statements~ An audit al~o includes assessing the accounting principles used and sig- nificant estimates made by nlan~qement, as well as evaluating the overall financial state- iDent presentation. We believe ~ha~ our audits provide a reasonable bnsis for our opinion. 

In accordance siderations of with laws and with Government A~ a~a_rrds, we have the Hospital's internal control structuze regulations, both dated December Ii, 1996. also issued a report on our con- and a report on its compliance 
Our audit~: were made for the purpose of forming an opinion on the basic financial state- ments taken as a whole. The supplementary information included in pages i0 through 11 is presented for purposes of additional analysis and is not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in cur opinion, is fairly stated in all material respects in re]ation to the basic financial statements taken as a whole. 

December ii, 1996 James R. Douglas, Ltd. Certified Public Accountants 



BALANCE SHEETS HOOD MEMORIAL HOSPITAL 

ASSETS 

Page 4 
SEPTEMBER 30 1996 1995 

CURRENT A~SETS Cash $1,059,430 $ 931,334 Patient accounts receivable, less allowances for uncollectible accounts (1996 - $230,000; 1995 - $230,000) ~nounts due from medicare and medicaid intermediaries Inventories Prepaid expenses and other debits 
ASSETS WHOSE USE IS LIMITED Board designated funds~ Bank certificates of deposit U. S~ Treasury bills Accrued interest receivable 
PROPERTY AND EQUIPmeNT, net OTHER ASSETS 
LIABILITIES A~D FUND BALANCES 

TOTAL CURRENT ASSETS 

TOTALS 
CURRENT LIABILITIES Trade accounts payable Employee compensation payable A~ount:s due to medicare and medicaid intermediaries TOTAL CURRENT L~ABILITIES FUND BALANCES 

See notes to financial statements 

TOTALS 

1,308,112 300,153 134,803 29~732 __2~832~230 
1,447,625 789,919 ___! 9~lq __2~ 24~4 i~520,689 -- 4~12 

254,490 40,455 294~945 _~6346,040 .A, ~4o,2s=~5 

1,169,595 337,680 107,919 .~_26L754 _~573,282 
1,182,803 745,636 ---- 52,289 ~728 ..5,631,~7 5__7,257 

230,920 22,489 115,236 368~645 5_~2874~249 



STATEMENTS OF REVENUES AND EXPENSES AND CHANGES IN FUND BALANCE HOOD ME/4OItIAL HOSPITAL 

REVENUES Net patient service revenue Other revenue 
EXPENSES Nursing services Other professional services General services Fiscal and administrative services Bad debts Depreciation and amortization 
NONOPEP~T~[NG GAINS Interest earned Grant ~Lncome 

TOTAL REVENUE 

TOTAL EXPENSES INCOME FROM OPERATIONS 
REVENUE AND GAINS IN EXCESS OF EXPENSES FUND BALANCE, Beginning of year FUND BALANCE, End of year 

See notes to financial statements 

NONOPERATING GAINS 

yEAR ENDED 1996 
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SEPTEMBER 30 1995 
$7,886,362 __ 60,40~ __7u~94_6,763 2,007,483 3,368,058 483,757 978,690 538,875 284,49! 7~_661,354 _ 285L409 335,668 50,714 186,382 471,791 .5,874,2_4~ . 6,346,040 

$5,857,314 5_8,342 __5~2!915=656 942,679 2,944,065 439,409 851,642 324,611 --- 247,082 5~ 74_~x_9 48 16 6~!_~ 6~ 130,192 __2~,000 
371,360 5,502,889 



STATEMENTS OF CASH FLOWS HOO~ MEMO~IAL HOSPITAL 
CASH FLOWS FROM OPERATING ACTIVITIES Operating income Adjustments to reconcile ope provided by operating act Depreciation and amort Changes in - Accounts receivable Inventories and prepaid Accounts payable Accrued expenses NET CASH PROVIDED 

expenses 
BY OPERATING ACTIVITIES CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES Grant income CASH FLOWS FROM CAPITAL ACTIVITIES Purchase of property and equipment Construction in process Other aosets NET CASH USED BY CAPITAL ACTIVITIES CASH FLOWS FROM INVESTING ACTIVITIES Investment income Maturity of U. S. Treasury bills Purchase of U. S. Treasury bills Matured certificates of deposit Purchase of certificates of deposit Transfer to/from board designated funds NET CASH PROViDED/USED BY INV~STING ACTIVITIES 

Cash at beginning of year 

See notes~ to financial statements 

YEAR ENDED 1996 
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SEPTEMBER 30 1995 
$ 285,409 $ 166,168 
284,491 247,082 (216,226) (29,862) 23,570 ..__13~966 __.365,348 

117,834 (3,992) 159,814 ___ 9~3Z2 6~6~_038 
____5Qx714 75,000 
(104,802) (476,104) (56,106) 160j 908 ) 
135,668 745,636 (789,919) (264,822) __ 46,379 _~ ~ ~7_~Q~05~) NET INCREASE IN CASH 128,096 

CASH AT END OF YEAR ___23!~334 =I,059_~430 

(4],22!) _3 5 i_~/3~_7 3_3 !) 130,192 (745,636) 690,399 ___140 3~/lSlS) _ ___34_~!6 ~2 288,344 642_~299~ ===29 i, 33_a_ 



NOTES TO FINANCIAL STATEMENTS HOOD MEMORIAL HOSPITAL 
i. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Hood Memor Tangipahoa Louisiana) Chapter I0 eral and s Parish Pol exercises Hospital. Public Acc ernmental Jng Stands and presen 
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sl Hospital (the Hospital) is a nonprofit organization created by the Parish Police Jury (as Hospital Service District No. 2 of Tangipahoa Parish, on Noven~er 17, 1964 (re-created on October 19, 1965) under the provisions of of Title 46 of the Louisiana Revised Statutes of 1950 and is exempt from Fed- ate income taxes. The governing authority of tile District is the Tangipahoa ce Jury and accordingly, appoints members to the Hospital Board. The Board ii administrative functions with respect to the operation and management of the The Hospital reports in accordance with the American Institute of Certified untants' (AICPA) "Audits of Providers of Health Care Services" and, as a gov- ntity, also provides certain disclosures required by the Governmental Account- ds Board. Significant accounting policies used by the Hospital in preparing ing its financial statements are summarized below. Inventor~: Inventory is valued at the most recent invoice price. This method approximates the lower of cost (first-in, first-out method) or market. Assets whose use is limited by the 8oard of retains control Commissioners and may at its Assets whose use is limited include assets set aside for future capital improvements (over which the Board discretion subsequently use for other purposes). Inves~:ments: Investments (which consist of bank certificates of deposit with original maturities of more than three months when purchased and U. S. Treasury bills) are stated at cost or amortized cost, as applicable, plus accrued interest Fropeftv and eauioment: Depreciation asset and is is provided computed on Property and equipment acquisitions are recorded at cost. over the estimated useful life of each class of depreciable the straight-line method as follows: ]~uildings and land improvements ]Fixed equipment Major movable equipment 10-40 20 5-20 years years years Net ~atient 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 payers, and others for services rendered, including estimated retroactive adjustments under reimbursement agreements. Retro- active adjustments are accrued on an estimated basis in the period the related services are rendered and adjusted in future periods as final settlements are deter- mined. Government health care program receivables include settlements for fiscal years subsequent to the fiscal year ended September 30, 1993 which a~e subject to audit and retroactive adjustment by the intermediary and the Department of Health and Human Services. Payment arrangements with major third-party payors are summa- rized below: Medicare - Inpatient acute care services rendered to Medicare program bene- ficiaries are paid at prospectively determined rates per discharge which vary according to a patient classification system that is based on clinical, diag- nostic and other factors. 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 pa~d for cost reim- bursable items at a tentative rate with final settlement determined after sub- mission of annual cost reports by the Hospital and audits thereof by the Medi- care fiscal intermediary. Medicaid - Effective July I, 1994, reimbursement for inpatient services rend.- ered to Medicaid program beneficiaries was changed to a per diem methodology which is not subject to retroactive settlement. Outpatient services continue to be reimbursed under a cost reimbursement methodology. 



NOTES TO FINANCIAL STATF~IENTS (coNTINUED) HOOD ~rEMOF~IAL HOSPITAL 
I. SUMM~Y OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
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Commercial ~nsurance - The Hospital has entered into payment agreements with certain commercial insurance carriers, health maintenance organizations and preferred provider organizations which include payments based on prospectively determined rates per discharge, d~scounts from established charges and prospec- tively determined daily rates. The Hospital derives a significant amount (approximately 80% for the year ended Sep- tember 30, 1996 and 81% for the year ended September 30, 1995) of its net patient service revenues from patients covered by the Medicare and Medicaid programs. Free care: The Hospital did not provide free care during the years ended Septem- ber 30, 1996 and 1995. 

2. CASH AND SHORT-TER]4 INVESTMENTS The nature of the Hospital's cash and short-term investments at September 30, 1996 and 1995 are: 
Cash Certificates Qf deposit (with maturities of more than three months when purchased) U. S. Treasury bills Accrued interest receivable 

1996 1995 $1,059,430 $ 931,333 ],447,625 789,919 5 u910 1,]82,803 745,637 
These balances are presented in the balance sheets and summarized below: 1996 Curren~ assets: Cash Assets whose use is limited: Certificates of deposit U. S. Treasury bills Accrued interest receivable 

1995 
$i,059,430 $ 931,333 1,447,625 789,919 __ 5,%100 1,182,803 745,637 _____52,289 

Louisiana state statutes authorize the Hospital to invest in direct obl U. S. Government, certificates of deposit of state banks and national b principal office in the state of Louisiana, federally insured investmen investment contracts issued by a financial institution having one of th J.ng categories published by Standard & Poor's or Moody's, and mutual or tered with the Securities and Exchange Commission (provided the t~nderly these funds meet certain restrictions). 
gatio nks h s, gu two trust ng in 
ns of the avino their aranteed highest rat- funds regis- vestments of 

As of September 30, 1996, the balances reported by banks for cash and certificates of deposit totaled $2,490,003. Of the $2,490,003, $293,413 was covered by federal deposi- tory insurance, and $2,196,590 was collateralized with securities held by the pledging bank in the Hospital's name. 



NOTES TO FINANCIP.L STATENENTS (CONTYNUED) HOOD MEMORI~ HOSPITAL 
3. GROUP ANNUITY CONTRACT 
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Under the terms of a group annuity contract entered into between American United Life Insurance Company and the Louisiana Hospital Association, eligible employees of the Hos- pital may enter into an agreement with the Company to contribute 3% of their gross salary to a group annuity contract. The Hospital is then obligated to contribute 5% to the con- tract, for a total of 8%. Once the contributions are made, the Hospital has no further liability. 
PROPERTY AND EQUIPMENT A summary of property and equipment at September 30, 1996 and 1995, follows: 
Land Land improvements - hospital Land improvements - physicians building Hospital building Building improvements - hospital Phys:[cians bnilding Fi~e~1 eguipment - hospital Majolc movable equipment - hospital Physicians building - major movable equipment Accumulated depreciation Construction in process 

1996 1995 $ 87,893 117,473 22,643 1,284,215 78,084 398,802 172,896 1,629,464 ___.s~-86-4. 3,797,334 1,464,583 _56, IQ6_ 

$ 87,893 115,816 22,643 1,284,215 7S,084 398,802 i72,896 1,996,855 4~ii4 4,161,318 22~5296~6~_9~ 1,631,627 
During the year ended September 30, 1996, $468,785 in equipment that could nob be located/accounted for was written off of the Hospital books. 
5. MALPF~CTICE INSURANCE During 1976, the State of Louisiana enacted legislation that created a statutory limit of $500,000 for each medical professional liability claim and eBtablished 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. 
CONSTRUCTION CONTRACT At the meeting of the Board of Commissioners held on September 16, 1996, a construction contract for $1,122,000 was entered into for the conztruction of expanded outpatient facilities. 



$ 711,170 
711.~!!~ 7,916 77,050 358,092 112,860 
88,800 
1 607 1 142 260 
500 158 070 259 297 48,707 2_~!_189.02! ~,2 9o9~ 

12 502 1,572 6 594 18 
375 32 412 99 58 

150 875 043 956 136 760 486 
436 497 302 730 367 44~_2 0 1,608 

SKILLED NURSING FACILIT~ 
205,893 
205,893 

(60 30,552 
775 264,851 2,707 14,370 47,379 
1.063 _570.895 776,78_8 

R 30. 1995 BEHAVIORIAL HEALTH UNIT TOTAL 

4__~830Q 4__~830Q 
475 1.682 2o0 

2,645 
1,855 604 333 
___37.285 __ 15._079 

$ 711,170 205,893 48,_33O__O 965,362 12,473 314,750 583,312 3.68,240 13 557 1,572 126 1,069 25 
650 855 043 308 136 348 204 9,675 1,019.205 3,777 532,669 340,506 412,302 99,730 108,137 ._ 7a28~5 -_66,976.605 7,941,968 2~ Q94_. 65~ 5 857 314 
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DEPOSAL OPEi~ATING EXPENSES HOOD N~HORIAL HOSPITAL 

NURSING SERVICES Medical and surgical Skilled nursing facility Behaviorial health unit 
OTHER PROFESSIONAL SERVICES Blood bank CT scan Centra~L supply Electrocardiology Electroencephalography Emergency room Home health agency Hyperbaric Intravenous therapy Kid med Laboratory Nuclear medicine Operating and recovery Pharmacy Physical therapy Radiology Respiratory therapy Rural health Senior class Ultrasound GENERAL SERVICES Dietary Housekeeping Linen Maintenance Utilities 

SALARIES 
$ 668,814 240,253 7,234 
17,584 61,573 

PROFESSIONAL FEES 

257,830 $379,146 504,561 
149,548 80,035 6,103 70,505 124,572 64,045 53,395 156,782 5aalQ 1 472 308 

FISCAL AND ADMINISTRATIVE SERVICES Administrative Medical records Employee benefits Insurance 

82,370 63,199 44,711 
190,558 22,663 

OTHER EXP~NSES TOTAL 
$ 24,896 7,679 1,058,602 1,091,177 

112,897 18,271 5,712 276,623 6,389 63,356 23,360 343,688 198,641 12~_!9619 i 436 569 98,131 19,547 41,611 52,080 82,108 293 477 137,286 4,804 474,482 148,897 765 469 

$ 693,710 247,932 1,065,84~ 2,007,483 
17 27 160 43 3 643 677 13 7 

262 815 800 114 984 739 648 968 377 342,480 24,374 5,712 347,128 6,389 187,928 87,405 397,083 355,423 18_~_Z429 3,368,058 180,501 82,746 41,611 96,791 82,108 483 757 327,844 27,467 474,482 148,897 978 690 
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REPORT OF INDEPENDENT AUDXTORS ON THE INTERNAL CONTROL STRUCTURE 
Board of Commissioners Hood Memorial Hospital Hospital Service District No. 2 of Tangipahoa Parish, Louisiana 

2820 CONTINENTAL DRIVE BATON ROUGE, LOUISIANA 70808 (504) 927"3946 

We have audited the financial statements of Hoed Memorial Hospital (Hospital Service Dis- trict No. 2 of Tangipahoa Parish, Louisiana) (the Hospital) as of and for the year ended September 30, 1996, and have issued our report thereon dated December Jl, 1996. We conducted our audit in accordance with generally accepted auditing standards and G_ov- erpme:~;_At]j~it~nq_~a_l%dards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whet.her the financial statements are free of material misstatement. 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 contrcl 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 financial statements in accordance with generally accepted accounting prin- ciples. 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 ye3r ended September 30, 1996, we obtained an understanding of the internal control struc- tu~:e. 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 ~f 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. We noted a certain matter involving the internal control structure and its operati we consider to be a reportable condition under standards established by the Americ Institute of Certified Public Accountants. Reportable conditions involve matters to our attention relating to significant deficiencies in the design or operation o internal control structure that, in our judgment, could adversely affect the entit ability to record, process, summarize, and report financial data consistent with t assertions of management in the financial statements+ 
on that an coming f the y's he 

The Hospital is not large enough to permit an adequate segregation of employee duties for effective internal accounting control over the purchasing (invoice approval, processing, and general ledger) and financial reporting (journal entry preparation, approval, and recordation) cycles. 



Page 14 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 relative 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. Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accord- ingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. However, we believe that the reportable con-- dition noted above is a material weakness. This report is intended for the information of the Board of commissioners, management, and the Louisiana Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 

December ii, 1996 ames R. Certified Douglas, Ltd. Public Accountants 
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE WITH LAWS AND REGULATIONS 
Board of Conm%issionere Hood Memorial Hospital Hospital Service District NO. 2 of Tangipahoa Parish, Louisiana 

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

We have audited the financial statements of Hood Memorial Hospital (Hospital Service District ~o. 2 of Tangipahoa Parish, Louisiana) (the Hospital) as of and for the year ended September 30, 1996, and have issued our report thereon dated December 11, 9996. We conducted our audit in accordance with ernme_nt 2~u_dit_inq 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. 
Go v- Those about 

Compliance with laws, regulations, contracts, and grants applicable to the Hospital is the responsibility 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, con- tracts, and grants. 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 disclosed no instances on noncompliance that are required to be under Government Auditina Standards. PRIOR-YEAR NONCOMPLIANCE FINDINGS 1. Violation of bid law: The Hospital was in compliance with state bid laws during ~he year ended Septen~ber 30, 1996. Code of ethics: The Hospital was in compliance with the state code of ethics for public officials during the year ended September 30, 1996. 3. Asset identification system: An asset identification system was installed during the year ended Septen~er 30, 1996. 
This report is intended solely for the information of the Boerd of Conuaissioners and man- agement. However, this report is a matter of public record and its distribution is not limited. 

December 11, 1996 / Jame~ R. Dougl~s, Ltd. Certified Public Accountants 


