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l~slleihwaite & Nelterville A l'tofi,,~:sional A ccounlmg ( 'oqtolalion CE H 1 IF lED PUBLIC ACCOUNTANq S 8550 UNMED PLAZA BLVD. SUITE 1001 ~ BATON ROUGE, LOUISIANA 70809 ~ TELEPHONE (504) 922-4600 ~ FAX (804) 922-46 
NDEPENDENT AUDITORS' REPORT 

The Board of Commissioners Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana dPo/a Lane Memorial Hospital 
We have audited the accompanying balance sheet of Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana (d/b/a Lane Memorial Hospital) as of June 30, 1998, and the related statements of operations, changes in fund balances, and cash flows for the year 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 audit. The financial statements of the Hospital as of and for the year ended June 30, 1997 were audited by another auditor whose report dated November 4, 1997, expressed an unqualified opinion on those statements. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing 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. An audit includes examining, on a lest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides 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 Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana (d/b/a Lane Memorial Hospital) as of June 30, t998, and the results of its operations and its cash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued our report dated August 31, 1998, on our consideration of the Hospital's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grants. 
Baton Rouge, Louisiana August 31, 1998 

DONALDSONVI[ [ E ~ GONZALES ~ NEW ORLEANS ~ S]. FRANCISVILLE ASSOCIATED OFFICES IN PRINCIPAL cn IES OF TIlE UNITED STATES 



lt:~sllc|hwaitc & Ncllcrvillc A l'rofi'~ional Accounting ('oq~oration CERTIFIED PUBLIC ACCOUNTANTS 8550 UNIT ED PLAZA BLVD, SUI1 E 1001 ~ BATON ROUGE, LOUISIANA 70809 ~ 1ELEPHONE (504) 922-4600 ~ FAX {504) 922 4611 
INI)EI'FNI)ENT AUI)ITOIIS' llEPORT ON COMPLIANCE AND ON INTEllNAI, (~ONTROL ()VEIl FINANCIAl, llEPOllTING BASFD ON AN AUI)IT OF TIlE (;ENERAL PURI'OSE FINANCIAl, STATEMENTS PEllFORM El) IN ACCORI)ANCE WITI1 GOVERNMENTA UDITING SI)4NDARDS 

TIle Board of Conunissioncrs 110spital Service District No. 1 of East Baton Rouge Palish, l,ouisiana d/b/a I,ane Memorial Ilospital 
We ha~e audited the financial statements of ! lospital Service District No. 1 of East Balon Rouge Parish, I.ouisiana (d/b/a l.anc Memorial ]lospital) as of and for the year ended June 30, 1998, and have issued our report thereon dated August 31, 1998. We coRductcd our audit in accordmlce with generally accepted auditing standards and the standards applicable to financial audits contained in (iovetwmetlt Auditml4 Standard~, issued by the Comptroller GeRcral of tllc Unitcd Slates. Compliance As part of obtaining reasonable assurance about whether the ]lospitaFs financial statements are free of material misstatement, we perfornled tests of ils colnpliancc with certain provisions of lay, s, regulations. contracts, and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts, ttowever, providing an opinion on compliance with those provisions was not the olzieclive of our audit, and accordingly, we do not express sucll an opinion. Thc results of our tests disclosed no instances of noncompliance that are required to be reported undcr Government Audiling Mandurd~. 
Internal Control Over Financial Reporting hi planning and performing our audit, we considered the l lospital's internal control over financial reporting in order to determine our auditing proccdures for tbe pnrpose of expressing our opinion on the financial slalelllelllS aRd not to provide assurance oil the iRternal CORtrol over financial reporting. Our consideralion of the internal control over financial reporting would not necessarily disclose all nlalters in the internal control over financial reporting that might bc material weaknesses. A material weakness is a condition in which tllc design or operation of one or more of the internal control components does not reduce to a relatively low level the risk lllat misstatements in amounts that would be malcrial in relation to the financial statements bcing audited may occur and not be detected within a timely period by employees in the iiormal course of performing thcir assigned fimctions. We noted no matters involving the internal control over financial reporliRg and its operation that we consider to be material weaknesses. 
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This report is intended for lhc information of the Board of Commissioners, mallagemenl of l,aae Memorial Ilospilal, and lhe Legislative Audilor oflhe Stale of l,ouisiana, llowever, this report is a mailer of public record, and ils dislribulion is nol limiled. 
Balon Rouge, l,ouisiana Augusl 31, 1998 
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ltosPrIAI. SERVICE DISTRICT No. 1 OF EAST BATON ROUGE PARISII, LOUISIANA d/b/a LANE MEMORIAL IIOSPITAL 
BALANCE SttEEI'S UNE 30, I998 and 1997 ASSETS 

CIIRRENT ASSETS (lash Certificates of dcposfl Short-term investments Assets limited as to use l:'atielll aecol.lnts receivable, llet OF allo;~anccs for doubtfill accotmts of $1.710.237 in 1998 and $1.7t)1.016 ill 1997 F.slmlatcd third part.'," pa.', or scttlemcms Other receh ablcs lll\'elltories Other ctlrrenl assets Tola] current assets 
ASSETS LIMITED AS TO USE I Icld b)trustee m accordance ~ith bond indcnttlres h:ternall?, designated for future capital improvements Total assets limited as to use Less: amounts required to meet current liabilities Noncurrent assets limited as to use 
PROPERTY AND EOU1PMENT, ne OTItER ASSETS Deferred financing costs Other Total other assets 
TOTAl. ASSETS 

Tile accompanying notes arc an integral part of these statements -4- 

1998 
5.417.871 3,250,(1(~0 3.(/56,531 595.377 
5,373,3gl 333,737 173.516 404.737 228.406 18.833.556 
478,5(15 2.313.372 

1997 
6_176.558 5.500.000 583.685 
4.208.053 1.155.445 203.525 371.518 218.206 
457.529 2.427.46g 2,791,877 2.884.997 (595,377) 2.196.5(10 24,977.246 

75,449 75.449 
$ 46.082.75 

(583,685) 2.301.312 22.846.320 
78.080 795 78.875 

$ 43.643.497 



LIABII, ITIES AND FUND BAI, ANCE 
CIIRRENT I,IABILITIES CurJcnt maturities of long-term debt Accoums payable Other current payables tYstimatcd third-party pa3or scltlcmcnts Accl ucd expenses l'ayroll taxes payable 
LON(;-TERM DEBT. net of current malurities 
NRESTRICTED FUND BALANCE 

1998 
425.0OO 026,287 582,381 825.000 8O7,534 272. I O4 

997 
405.(100 363.O64 335.428 883.6(17 828,444 247.985 3.938.306 4.063.528 7.285.000 

223.306 11.773.528 34.859.445 31.869.969 

TOTAL LIABILITIES AND FUND BALANCE $ 46.082,75 
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$ 43.643A97 



 

ItOSP1TAL SERVICE DISTRI('T No. 1 OF EAST BATON ROUGE PARIS|I, I,OUISIANA d/b/a LANE MEMORIAL HOSPITAL 

_OPKRATING REVL:NUES 

STATEMENTS OF OPERATIONS 'YEARS ENDED ,II1NE 30, 1998 and 1997 

Nct paticnl service rcvcntlcS Other operating rcxcnucs Total operating rc\cDtlCS OI~ERATING EXPENSES Salaries Fringe bcncfils Non-medical supplies Medical supplies l'rofcssional fccs Conlractcd services tJtililics Repairs and lnainlcnallce ] nsl.lrancc Dcprcciation and amortization llllCrCSl expense Provision for doubtful accotlnts Other Total operating expenses INCOME FROM OPERATIONS 
NONOPERATING REVENUES lllvcstnlcllt inconlc Other nonotlcrating rcVCnLICS Total nonot~crating rcvcnl.lcs 

1998 
31.731,844 3.(150(19(I 34.781 934 
5,367,340 2,186.591 1.242,902 3.538,491 1,675.867 1,855.509 659,935 631,292 476,789 1,893.285 109,008 1,759,798 1.266.793 32.663.60(I 2.118.334 
719,29 151.85 871.142 

1997 
32,109,309 2.133.(16g 34.242.377 
4.986.376 2.308.401 1.151,712 3,652.414 1.654.089 1.637.374 622.421 676.790 591.544 1.675.531 192.746 1,645.719 1.239.111 32.034.228 2.2(18.149 
697,533 175.808 873.34 EXCESS OF REVENUES OVER EXPENSES $ 2.989.476 $ 3.(181.49 

Thc accompanying notes arc an intcgral part of these statements -6- 



 
IIOSI'ITAL SERVICE DISTRICT No. 1 OF EASI" BATON ROUGE PARISII, I,OUISIANA d/b/a LANE MEMORIAL ItOSPITAL STATEMENTS OF CIIANGES IN FUND BALANCES YE'ARS ENDED JUNE 30. 1998 AND t997 

Fund Balance at June 30. 1996 Excess Of IC\ gn[IcS o~,cl cxpt}l|SgS for 
[~xccss of revenues over expenses ]'or 
Fund Balance at Jtmc 30. 1998 

The accompanying notes arc an integral part of these statements -7- 

$ 28.788.479 
3.081.49(} 31_869.969 
2.989.476 
$ 34.859.445 



 
HOSPFI'AL SERVICE DISTRICT No. 1 OF EAST BATON ROUGE PARISll, LOUISIANA d/h/a LANE MEMORIAL IIOSPITAI, STATEMENTS OF CASIt FI,OWS YEARS ENDH) JUNE 30, 1998 and 1997 

CASII FI,OWS FROM OPERATING ACTIVITIES h'Jcolnc from opcratiolls Interest cxpensc considelcd capital financing activity Adjustments to rcconcilc operating income to net cash provided hy operating activitics Depreciation and amortization l.oss old sposals ofpropcrt\ and equipment Prmision for doubtfi_d accounts Changes in operating assets and liabilities: Patient accounts receivable Estimated third-party payor settlements Olhcr receivables lnx cntorics Other current assets Accoauls payable and other current payables Accrued expenses and payroll taxcs pavablc Net cash provided by operating aclivities 
CASII FLOWS FROM CAPITAL AND RELATEI) FINANCING ACTIVITIES Acquisition of properly and equipment Proceeds from sales of property and cquipment Principal paid on long-term debt Interest paid on long-term debt Net cash used in investing activities 
CASII FLOWS FROM INVESTING ACTIVITIES Net decrease in certificates of deposit whose original maturities cxcccdcd thrcc months Interest and dividends on investments Other nonopcraling revenues Net cash provided by investing activities 
The accompanying notes are an integral part of these slatenlcllls -8- 

1998 
2,118,334 
109.1108 
893.285 76,(t27 759.798 
(2,925,126) 763,101 311,0119 133,219) (111,20/)) (g9,g24) 3_209 3 694.402 
(3,786,768) 3,460 14o5,oo111 (422,512) 14,610,8211) 
4,oo0,0oo 719,291 151.851 4.871.142 

1997 
$ 2.208.149 
675.531 24.218 645.719 

(6,698,246) 188.8811 1385,0001 1441.488) (7.335.854) 
600.000 697.533 175.808 473.34 



 
IIOSPITAL SERVICE DISTRICT No. 1 OF EAST BATON ROUGE PARISIt, I,OUISIANA d/b/a LANE MEMORIAl. IIOSPITAL 
STATEMENTS OF CASII FI.OWS YEARS ENDED JUNE 30, 1998 and 1997 

Net increase ill cash and cash equivalents Cash and cash equivalents - beginning ofycar 
('ash and cash cquivalcnts - cnd of ?,car 
alion of cash and cash cmmalcnts to thc balancc shccts Cash Ccrtificatcs of deposit Shorl-tornl invcslnlclltS ('ash and cash cquivalcnts in assets limited as to usc tlcld by trustee in accordancc ;\ith bond indcnturcs lntcnmll-, designated for fitturc capital improvements Total cash and cash equivalents 

The accompanying notes arc an integral part of these statements -9- 

1998 1997 
$ 3.954.724 $ 211.737 6.861.555 6.649.818 
$ 10.816,279 $ 6.861.555 
$ 5.417.871 $ 6,176,558 1.000,000 3.056.531 478,505 863.372 $ 1(I.816.279 

457.529 227.468 $ 6.861.555 



 
IlOSPITAI, SERVICE I)iSTRI(3" No. 1 OF EAST BATON ROU(;E PARISII, LOUISIANA d/b/a LANE MEMORIAL ]IOSI'iTAL N()TI,~S TO TIlE FINANCIAL STATEMENTS 

SUlnlnarv of si~uificaut accoulltiliE Policies ]lospital Service l)istrict No. I of l(ast Baton Rouge Parish, I.ouisiana, d/b/a l.ane Mcmolial tlospital. (thc I lospital), is a nol-foM~rofit hcalthcarc organization located ill Zachary, l,ouisiana. The l lospital, ,.ditch was created by the Metropolilau ('ouncil of the City of Baton Rouge and the Parish of liast Baton RotlgC (('it3 - Parish) on Jullc 12, 1957, under the provisions of Chapter 10 of Tile 46 of the Louisiana Revised Statutes of 195(I. provides ii~palieat, outpatient, and emergeucy care services for residents of southcru l,ouisiana and Mississippi. Purstmnl to (;ovcrameatal Accoulfliug Staudards Board (GASB) Statement No. 20, Accounling and I"inonciol R<'l>orting.fi~r ]'roprieta(v l:t~nd~ and Other Governmental I':)*tities 7hal 1Z~e lS*oprietapy Fund Accotlnling, thc ]lospita] has clccled to apply tile provisions of all relevant prououncemems of the ]:inaucial Accounling Standards Board (/"ASIa;), including those isstled after November 30, 1989, that do not conflict with or contradict (;ASB pronotmcelncuts. Such accounting and reporting procedures conform to the requiremeuts of Louisiana Rcviscd Statute 24317, to the guidance set forth [l~ the Loz~isia~a Govel*nmentalAcc'olttltitlg (h~ide, atxd to the indtlstly audit guide, Audils oflh'dth (Dre Organizalions published by the American Institute of ('el'lifted Public Accountaals. 
"lhe siguificant accounting policies used by the ;Iospital in preparinlg and presenting its financial statements are SUllllllarized as fol]ows: anclal rel3orhne ell Stalemcnt No. 14 of the Governmental Accounting Standards Board (GASB), The bhlw~citll RcT~orth*g l:)*zio,, establishes criteria for determining the governmental reporling entity and compouenl units thai should be inchlded ",vithiu the reporting entity. ,Since tile ( ity-Parish appoints all of tile members of the ]lospital's Board of Commissioners alld has the ability 'to impose its will on tha't organization, the Hospital is considered 1o be a componenl nnil of the City- l'arish of Baton Rouge, the financial reportijg entity. The accompanying financial statements, however, present informalion only on lhe funds maintained by "the ttospilal and do nol present information oI~ tile City- Parish, tile general governmellt services provided by that governmental unit, or tile other governmental units lhal comprise tile financial reporting entity. Additionally, the I lospital does not have ally components units, which are defiiled by GAgB Statement No. 14 as other legally separate organizations for which the elected officials are financially accounlable. ]here are no other primary governments with which the l lospital has a significant relationship. ] '[llld accoulllillg 
"lhe l lospital utilizes tile proprietary fired method of aceotmtiag whereby revenues and expenses arc recognized on tile accrual basis. Substantially all revenues and expenses are subject to accrual. 
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IlOSPITAL SERVICE I)ISTIOCT No. 1 OF EAST BATON ROI.JGE PARISII, LO|IlSIANA d/b/a LANE MEMORIAL IIOSPil'AI, NOTES TO TIlE FINANCIAL STATEMENTS 
l. Summary of siKnifieant accouutin24 policies (continued) [Jse of estimates 'lhe prepalation of financial statements ill confornlily with generally accepted accounting principles requires malmgemenl Io make eslimales and assumptions lhat affect the reporled amounts of assets and liabilities and disclosure of contingent assets aad liabilities at the date of the financial slatealenls and tile reported arnouals of revenues and expenses during tile reporting period. Actual results could differ flom these eslimalcs. ('ash and cash e(luivaleals 
('ash and cash equivalents inchldes all checking accounts, savings accounts, money market fimds, certificates of deposit, and certain investments in highly liquid debt instruments with original maha'ities of three months or less. nveslnlenls and invcstllleat illconle ln\estmcnts in equity securities with readily deterlninable fair values and all investments in debt securities are carried at fair value. Inlerest, dividends, and gains and losses, both realized and unrealized, on invcsllneals in debl and equity securities are included in nonopcrating income when earned. 
l)onaled inveslnlelllS are recordcd at flleir inarkct value at tile dale of receipt, w|fich is then treated as cosl. Realized gains and losses on disposilions are based on tile net proceeds and tile adjusted book value of the securities sokl, using tile specific identification method. These realized gains and losses flow through tile tlospilal's yearly activities. Assels limitcd as to use Assets limited as to use primarily include assets held by trustees under indenture agreements and designated assets set aside by' file Board of Colnmissioncrs for filture capital improvements, ever which the Board rclains control and may at its discretion subsequently use for other purposes. Amounts required to meet ctment liabilitics of the l lospital have been reclassified in the balance sheets. Allowance for doablfid accounts An allowance for doubtful accounts is established based on mauagcment's assessment of collectibility, current economic conditions, and prior experience. nvenlories Inventories, consisting primarily of medical supplies and drags, are stated a! tile lower of cost (first-in, firsl out method) or market. 



 
IIO~PITAL BF, IIVICF. DISTI/ICT No. 1 OF EAST BATON ROUGE PARISII, LOUISIANA d/bla LANE MEMORIAl, tlOSPITAI, NOTES TO TIlE FINANCIAl, STATEMENTS 

Stlillmalv of siRnificalll accounlini{ policies (continued) Prolrertv and ecltliDnlellt F'ropcrty and equipnlenl are stalcd at historical cost. Donated properly is recorded at its estimated fair value on the date of receipt, ~q~ich is then treated as cost. Additions, renewals, and betterments that extend the Nil' of assets arc capitalized. Maintenance and repair expenditures arc expensed as incurred. Depreciation has been provided nsil',g tile straight-line method over the estimated useful lives of the related assets,/~hich range fiom 2 to 4(1 ycars. \Vhcn assets arc retired or otherwise disposed of, the cost and related accumulated depreciation arc removed flom the accounts, and any resulting gains or losses are recognized in the Hospital's yearly operations. 
Costs of borrov.in~. Interest cost incurred on borrowed funds during the period of construction of capital assets is capitalized as a compel'Jeer of the cost of acquiring those assets. Financing costs are amortized over tile period that the related obligation is outstanding. "Net patient service revert'tie lhc t lospital has agreements with third-party payers that provide for payments to the tlospital at alllOUllts different from its established rates. Payment arrangements include prospectively determined hates per discharge, reimbursed costs, discounted charges, and per diem payments. Net patient service revenue is reported at the estimated net realizable amounts from patients, third-party payers, and others for serviccs ~cndered. including cslimated retroactive adjustments under reimbursement agrecmcnts with third-party payers, tletroactive adjustments are accrued on an estimated basis in the period tim related scrvices are rendered and adjusted in future periods as final settlements are determined. Charity care The Hospital provides care to patients who meet certain criteria established under its charity carc policy wilhout charge or at rates substantially lower than its prevailing rates. Because the Itospiial does not pursue collection of anlotmts determined Io qualify as charily care, such amounts are not reported as revenue. 
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HOSPITAL SERVICE DISTRICT No. I OF EAST BATON ROUGE PARISlt, LOUISIANA d/b/a I,ANE MEMORIAl, ItOSPITAL NOTES TO TIlE FINANCIAL STATEMENTS 

StiMmarv of si~4nificant accountin~ policies (continued) )on)or-restricted ~2ift s Unconditional promises to give cash and other assets to tile tlospital are reported at fair value at tile date the promise is received. Conditional plomises to give and indications of intentions to give are reported at fair vahle at the date the gift is received. The gifts are reported as either temporarily or permanently restricted support if they arc received with donor stipulations that limit tile use of the donated assets. Donor-restricted contributions whose restrictions are met v, ithin the same year as received are reported as tmrestricted contributioils ill tile accompanying financial statements. 
"lhe I lospital is exposed to various risks of loss from torts; theft of, damage to, and destruclion of assets: business iuterruption; errors aud omissions: employees itguries aud ilh~csses; and natural disasters. Commercial insurance coverage is purchased for claims arising from such matters. Seltled claims have not exceeded this commercial coverage during the past several )'ears. The I lospita] is self-insured for employee heahh and dental benefits. 
J ncollle taxes As a local governmental entity, the ttospilal is exempt from federal and state income taxes. Accordingly, no provision for incolne taxes has been included in 1he financial statements. Rcclassifications Cerlain reclassifications have been made on tile 1997 financial statements to conform with 1he 1998 presenlaliol1. 2. Net oatient service revenue 
The t lospital Ires agreements with governmental and other third-party payors that provide for payments to tile I lospital at amotmts different fi'om its established rates. Contractual adjustments under third-party reimbursement programs represent the diffcrcnccs between the Hospital's billings at established rates for sc~'iccs and alllounls rcimbmscd by third-party payors. A summary of the basis of reimbursement with third-party pa)'ors follo'.~ s: ~ Medicare - Inpatient acute care services rendered to Medicare program beneficiaries are paid al Dospcctivcly dctcrmincd ratcs-pcr-diseharge that include defined capital costs. These ralcs vary according to a patient classification system that is based on clinical, diagnostic, and other factors. Certain tSpcs of exempt inpatient services and outpatient scrviccs related to Medicare beneficiaries are paid based upon a cost rcimburscmcnt methodology. The t lospital is paid for cost reimbursablc itcms at a tentative rate with final scttlcmcnt determined after subnrission of an annual cost report by lhc tlospital and an audit by the Mcdicare fiscal inlermediary. -13- 



 
I|OSPITAI, SERVICE I)ISTRICT No. I OF EAST BATON ROUGE PARISll, LOUISIANA d/b/a LANE MEMORIAL IIOSPITAL N()TES TO TtIF FINANCIAL SI"ATEMENTS 

2. Net patient service revenue (continued) ~ Medicclid- Inpatient services rendered to Medicaid program beneficiaries are reimbursed at a prospectivel', determined rate-per-diem that includes capital costs. Certain types of outpatient services arc paid based upon a cost reimbursement methodology. The 1 Iospital is paid for cost reimbursable items at a tentative rate "a ith final settlement determilwd after submission of an annual cost report by the 1 lospital and an audit thereof by the Medicaid fiscal intcmlcdiary. "lhe I Iospital has also entered into agreements with certain commercial insurance carriers, health maintenance organizations, and preferred provider organizations. Paynlent methodologies under lhesc agreements include prospectively determined rates per discharge, discounts from established charges, and prospectively determined daily rates. Amounts receivable or payable under rcimburselnent agreements with tile Medicare and Medicaid programs arc subject to examination and retroactive adjustments. Provisions for estimated retroactive adjusmlents trader such programs are provided for in tile period tile related services arc rendered and adjusted in future periods as final scltlemclltS ale delerntined. Plescntcd below is a summary of net patient service revenues for the years ended June 30. 1998 and 1997 
Gross patient service rcv~?lltle Less: Provision for contractual adjtlstments "Net patient service revenue 

1998 $ 55,305,997 ( 23,574,153) $ 31,731,844 
At June 30, 1998, tile carwing value of the llospital's deposits wcrc as follows 
Petty cash l)emaad deposit accounts Certificates of deposit ShoO-term Jllvestlllents 

997 $ 54,545,101 ( 22,435,792) 32,109,309 

998 1997 $ 2,800 5,528,443 5,450,000 3,535,036 $ 14,516,279 
2,300 6,859,255 7.700.000 14,561,555 Under state law, these deposits must be secured by either federal deposit insurance or by the pledge of securities owned by a fiscal agent bank. The market value of the pledged securities plus tile federal deposit insurance must at all times equal or exceed the amount on deposit with the fiscal agent bank. At June 30, 1998, the 110spital had $11,843,747 in deposits (collected bank balances). Of these bank balances, $410,724 was covered by federal depository insurance, and the remainder ',','as secured by collateral owned by the fiscal agent bank. -14- 



 
IIOSPITAL SERVICE I)ISTIIICT No. 1 OF EAST BATON ROUGE I)ARISII, LOUISIANA d/b/a I,ANE MEMORIAl, IIOSPITAL NOI'ES TO TIlE FINANCIAl, STATI']MENTS 

3. Cash and invesmmnts (continued) Under l.ouisiana Revised Statutes 39:1271 and 33:2955, the tlospital may deposit funds in demand deposit accounts, interest-bearing demand deposit accounts, money market accounts, and time certificates of deposit with state banks organized under l.ouisiana law and national banks having principal offices in l,ouisiana. Additionally. l.ouisiana statutes allow the tlospital to invest in direct obligations of the U.S. (iovemment, federally insured instruments, guaranteed inveslment contracts issued by certain financial institutions, and mutual or trust fimds registered with the Securities and l'xchange Commission. 
4 nl Net property and equipment at June 30, 1998 and 1997 consisted of the following 
I.and and land ilnprovements Buildings Fixed equipment Mo',,able and other equipment Physicians' office buildings and equipment l.ess: accumulated depreciation 
Construction-m-progress Property and equipment, net 

998 
$ 1,569,297 20,100,085 3,844,141 14,996,794 2,184,800 42,695,117 ( 18,631,583) 24,063,534 913.712 $ 24,977,246 

199~ $ 954.423 15,061,811 3,844,141 13.740.112 _ 1,232,002 34,832,489 [~_ 17,597,383) 17,235,106 __ 5,61|,2~4 $ 22,846,320 l)epreciation expense amounted to $1,889,859 and $1,668,132 during the ),ears ended June 30, 1998 and 1997 respectively. Additions to property and equipment included approximately $313,504 and $248,742 of capitalized interest during tile years ended June 30, 1998 and 1997, respectively. Total interest costs incurred before recognition of these capitalized amounts wcrc $422,512 and $441,488 duringlhe)'cars ended June 30, 1998 and 1997, respectively. Construction contracts of approximately $7,600,000 exist for additions to and the remodeling of existing facilities. At June 30, 1998, tile remaining commitment on these contracts totaled approximately $390.000. 
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I,on~-lerm Debt 

IIOSPITAL SERVICE I)ISTRICT No. 1 OF EAST BATON ROUGE PARISII, I.OUISIANA d/b/a LANE MEMORIAl. II()SPITAL 
NOTES 1"0 TIlE FINANCIAl. SI"AI"EMENI"S 

A Stll||l|lary of long-term debt at June 30, 1998 and 1997 is as follows 
998 1997 I Iospital Revenue anti Refunding Bonds (Series 1996): interest rates ranging from 4.75% to 5.60%: due in varying senli-aanual installlnents through 02/01/11: secured by the operating revenues of the tlospital and additional ploperty as defined in the trust indenture. $ 7,710,000 $ 8,115,000 ess: ctlrlellt inattlrities 

ong-term debt, net of current malurities ( 4251000) ( 40~) $ 7,285,000 $ 7.710.000 
"lhe amortization expenses related to the bonds totalled $2,631 and $3,833 during the years ended June 30, 1998 and 1997, respectively. The outstanding bonds are scheduled to mature as follows Yea. ending June 30, 
1999 2000 2001 2002 2003 lhereafler 

425,000 450,000 475,000 500,000 525,000 5.335.000 
1,ess: current portion of long-term debt ( 425,000) Total long-term debt, net of current maturities $ 7,285,000 
As pat1 of the Bond agreement, the l lospital has agreed to comply with various covenants. The covenants consist, primarily, of repolling and audit requirements, insurance coverage, restrictions on additional debt, maintenance of various deposit accotmts, and other administrative requirements. The ttospital '.,.'as in compliance with all of the applicable covenants at June 30, 1998. 
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6. Insurance programs 

itOSPITA1. SERVICE DISTR|('T No. I OF EAST BATON ROU(;E I'ARISII, LOUISIANA d/b/a LANE MEMORIAl. }|OSPITAI. NOTES TO ]'liE FINANCIAl. STATEMENTS 
The Ilospital has a self-insured retention of $100.000 per claim for its coverage of professional liability: additional coverage is provided by the l,ouisiana Patient's (~ompensation Fund for tile next $400,(100 of professional liability up to tile present statutory nlaximum of $500,000 per claim (exclusive of additional amounts for fimlre medical expense provided by law). "lhe I lospilal also has a $100,000 self-insurance retention for its coverage of general liability with a limit of $1,000,0(10 per occurrence and with no annual aggregate. An additional umbrella excess general liability policy provides additional excess coverage of $9,000.000 difference per occurrence and $9.000,000 per annual aggregate. "lhe I Iosllital is also self-insured for medical, dental, and workers' compensation claims up to predetermined slop-lOSS alllOlllltS, (?laims ill excess of the stop-loss anloullts are insured through commercial illsurance carriers, "lhe t lospital has reflected its estimate of the ultimate liability for known and incurred but not reported claims ill tile accolllpanying linancial statements. Pellsion plall "1 he I Iospital sponsors the Lane Memorial 110spital Retirement Plan (the Plan), a contributory defined benefit pension plan. in an atlenlpt to provide retirement and death and disability benefits to substantially all of its elnployecs. Plan 1)escription. All employees who have at least two years of continuous service and have worked an average of 20 or more hours a week are eligible to join tile plan on its next anniversary date. Employees who retire at or aftcl the age of 62 are entitled to a retirement benefit, payable monthly for life, equal to 1.5 percent of thcil monthly earnings for the highest 3 anniversary dates preceding retirement or termination for each year of creditable service. Plan benefits vest on a graded scale beginning at 25% for 5 years of service and increasing 5% per annuln for each of the next 5 years and 10% per annum for cach of the following 5 years. 
t'mployecs leaving employment after five years of creditable service but before attaining retirement age are entitled to benefits upon reaching lvlirenmnt age equal to their accrued benefits upon termination of employment. ]hc Plan also provides death and disability benefits. Thc Plan issues an ammal publicly available financial report that inchldcs financial statcmcnls and required supplementary information, including 10-year historical trend inforlnalion. The report may be obtained b3 writing to l.ane Memorial Hospital, 6300 Main Street, Zachary, l.ouisiana 70791, or by calling (225) 658-4000. 
Funding Policy. Employees arc required to contribute 1.00% of their monthly earnings up to $400 plus 2.00% of their monthly earnings in excess of $400. Tim tlospital's total payroll totalled $15,367,340 and $14,986.376 during thc years cnded June 30, 1998 and 1997, respectively, and covered payroll (compensation paid by' the tlospilal to active employees covered by lhe Plan or which contributions to the Plan arc based) totalled $9,829,633 and $9,404,816 during the years ended June 30, 1998 and 1997, respectively. -17- 



7. Pension |flail (continued) 

IlOSPITAL SERVICE I)ISTRICT No. 1 OF EAST BATON ROUGE I'ARISll, LOUISIANA d/b/a LANE MFMORIAL IIOSPITAI~ OTES TO TIlE FINANCIAl. STATEMENTS 
The I Iospita] is required to contribute tile acttlarially determined amounts necessary to fund normal costs phls all additional amounl necessary to amortize unfilnded past service costs over a 20-year period (from the date that the past service cos! was first recognized). The l lospital, however, is not allowed to contribute more than the amoun! necessary to achieve a ratio of"actuarial value of assets" to tile "present value of accrued benefits" of 150% determined as of the beginning of the Plan 5'ear. The Hospital's contributions to the Plan totalled $269,147 during Ihe 5'car ended June 30, 1997. No contributions ,.,,,ere made during the year ended June 30, 1998. Significant acluarial assunaptions used to compute tbc contribution requirelnenls arc the same as those used to comrmle the standardized measure of tile pension benefit obligation. 
Funding Status. The amount sbov,,n below as a pension bcncfit obligation ̀'̀"as dclermincd as part of an actuarial vahlalion as of Jane 30, 1998 as a standardized disclosure mcasurc of the present value of pension benefits, adjusted for tile effects of prqiected salau increases estiamled to be payable in the fimlrc as a result of employees service-to~datc. "]he measure is the actuarial present vahle of crcdflcd prqiected benefits and is inlendcd to help users assess the Plan's funding status on a going-concern basis, assess progress made in acctmmlating sufficienl assets to pay benefits when due and make comparisons with other plans. The measure is independent of the actuarial filnding methods used to determine contributions to the Plan. Assumplions used in accounting for the net periodic pension cost ",','ere as follows 
])iscoual ralcs Rates of increase in compensation levels Expected long-term rate of return on assets 

997 
8.00% 4.00% 8.00% "lhe following fable sets forth the Hospital's annual pension cost and net pension obligation to tire Plan for 1998 and 1997: 

Annual reqtlired contribution Interest on net pension obligation Adjustment to annual required contribution Anntlai pellsioa cost Contributions made Increase (decrease) in net pension obligation Net pension obligation - beginning of year Net pension obligation - end of year 

99~ 

Plan assets consist principally of cash equivalents, equity securifcs, and fxed income funds -18- 

997 
269,147 
269.147 (. 269.1471 



 
ItOSPITAI, SERVICE I)ISTRICT No. 1 OF EAST BATON ROUf, E PARISll, I,OllISIANA d/b/a LANE MEMORIAL IIOSPITAI, NOTES TO TIlE FINANCIAl, STATEMENTS 

8. Business and credit concenlralions Financial illstrulncnls which potentially sul!iect tile I Iospital to concentrations of credil ~isk consist principall5 of UllgCCUled accounls receivable alld temporary cash invesllllelitS. Tile I lospital grants credit lo patients, substantially all of whom ale local residents. "lhe I lospital generall) does not require collateral or other securily in extending credit to patients: bowevcr, it routinely obtains assigmnent of(or is other~ ise entitled to receive) patients' benefits payable under their health insurance progralns, phms, or policies (e.g., Medicare, Medicaid, F~lue Cross and commercial insurance policies). "lhe mix of receivables flom patients and third-party payors at Jane 30, 1998 was as follows Medicare Medicaid Commercial insurance companies 1 leahh maintenance organizations Self-pay patients and other 
9. Other oi~eratin~z revemles 

37.18% 6.65 18.27 8.38 29.52 
Olher operating revenues recognized during tile years ended June 30, 1998 and 1997 consisled of die following 
Conlract services Satellile revenues Cafeteria revenues Physician services Other "J'otaj other operating revenues 

O. Conlnlilnlen|s and conlinaencies 

998 $ 831,422 1,758,541 282,026 77,041 101,060 $ 3,050,090 

997 $ 508,959 1,218,997 281,596 21,561 101,955 $ 2,133,068 
Tbe l Iospital is involved in various legal actions and claims that arose as a result of events lhal occtmed in tile normal course of operations. The ultimate resolution of these matters is not asccrtalnable at this time; hox~ever. management is of the opinion that any liability or loss in excess of insurance coverage resulting from such litigation ','.'ill not bave a material effect upon tbe financial position of the Hospital. Accordingl5, no provision has been made in the financial statements related to these claims. 
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ttOSI'ITAL SERVICE I)ISTRI('T No. 1 OF EAST BATON R()UGE PAR1SIi, LOUISIANA d/b/a LANE MEMOII[IAL ItOSP|TAL NOTFS TO TIlE FINANCIAl, STATEMENTS 

The follox~ ing amounts weJe paid Io members of the Board of Conllnissioners during the year ended June 30 1998: 
l lubert C. Owens, M.I) Nick Adams Jerry Boudreaux Willie E. Bowman l'lta Kay I learn Catherille Pourciau Robert Willianls, Jr. Steve Stein 

250 275 275 75 250 250 250 175 $ 1~800 
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Posilethwai|e & Ne|terville A I'rqfi'.~.wonal Accounting Cop~orotion CEIIIIHEr) PUBLICACCOUIX!TANTS~ ":~ t.o-}- 8550 UNITED PLAZA BLVD., SUITE 1001 ~ BA] ON ROUGE, LOUISIANA 70809 ~ TELEPHONE~(504)~2~-4600 ~ FAX (504) 922-46il 
October 15, 1998 To the Finance Colmnittee of the Board of Commissioners Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana d/b/a Lane Memorial Hospital 
We have audited the financial statements of the Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana, d/b/a Lane Memorial Hospital (the Hospital), as of and for the year ended June 30, 1998, and have issued our report thereon dated August 31, 1998. In planning and performing our audit of the tlospitaFs financial statements, we considered its internal control in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements, and not to provide assurance on internal control. Ilowever, during our audit we became aware of certain matters that preseut opportunities for strengthening internal controls and operating efficieilcy. The following paragraphs summarizes our comments and suggestions regarding these matters. This letter does not affect our report dated August 31, 1998, on the fiuaneial statements of Lane Memorial Hospital. Properly and Equipment When observing selected pieces property and equipment during our nonnal auditing procedures, we noted that an old telephone system with a net book value in excess of $60,000 was still recorded on the books despite no longer being installed in the facility. Based on discussions with management and observations made during our auditing procedures, we noted that one of the projects of the accounting department has been the "cleaning up" the detailed property and equipmeu! lislings. The Hospital appears to have made significant progress, and we recommend that they continue until the detailed listings are accurate. Inventor), We noted that the Hospital maintains its pharmacy inventory records using manual ledgers While we did not notice any significant errors in the inventory balance for the pharmacy, should cousider automating this area due to the risk of potential theft. 
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Revenues 
-2- 

During our test of revenues, we noted tile following ) One of the revenue procedures selected for testing, which was billed and actually collected, lacked propcr documentation of being performed. When the patient file was reviewed by a qualified medical employee, the employee stated that, given the diagnosis and the other procedures being performed, it was highly unlikely that this procedure was performed on this patient. 2) One of the revenue procedures selected for testing was coded to the wrong patient account While these two particular posting errors did not have a material effect of the financial statements, management should be aware of the errors and the polential errors lhat could result should such posting errors continue to be made. Management should also communicate their concern to the employees responsible for posting these types of transactions and make them aware of the potential ramifications. 
We will review tile status of these comments during our next audit engagement. We have already discussed these comments and recommendations with various Hospital personnel, and we will bc pleased to further discuss, perform any additional studies, or to assist you in implementing these recommendations at your convenience. We would like to express our appreciation for the cooperation and courtesies extended to us during our audit procedures. We would be pleased to discuss the above matters or respond to any questions, at your convenieuee. This report is intended solely for tile information and use of the finance committee, tile Board of Commissioners, management, and others within the organization. 
Sincerely 



Lane Memorial, Hospital 
[)ai :i Y 
bill [ (J 'i, J~r,n,fl (,;, ,{~: 

I ,cgislative Auditor 1600 N 3'd Street Baton Rouge, LA 70802 
P.c: Response to Management Letter FYE 6/30/98 
l)ear Sir: 

December 15, 1998 

COL31~ISgiOll'r }IS llubrd C (X':~'rl ,!r r, 
Ni, t [ Ad;ilrl J(r~y f',0bd!u,m~ I ![~; [iJy ] li:~ml C ~!hc, in!: i '(*it ci, SI~Wu ,St( ill [l!b([[ Wilhtm J 

Please accept tiffs letter as our response to the management letter issued by Postlethwaitc & Nellcrvillc as a result of our annual audit dated June 30, 1998. 
The book value of the cquipment ($60,374) was written off in Septelnber 1998. The accounting deparlmcnt continues to work closely with Materials Management as well as departmcnt managers in order to update Ilac detailed properly and equipment Its'rings on a monthly lo quarterly basis. Also, Ihe accounting dcparWnent now inquires when a large piece of equipment is bought if there was any trade-in, or if a piece of equipment was made obsolete by the new purchase. 

Inventory The hospital has budgeted in the 1998-99 capital equipment budget to purchase an automated medication dispensing system. This will greatly reduce the risk of potential theft of controlled drugs. The hospital has not experienced a problem with theft in the pharmacy. Thc hospital has considered the use of an automatcd inventory system, but has not felt that it would be eosl-effective at this time. 
RevcmJcs 
Thc two errors werc investigated the day they were discovcrcd and the employees in the m'cas involved were made aware ofil~e discrepancies mid the related consequence. The hospital is in the process of gelling in place a Corporate Compliance Program, which will be in effect in the nero" future. The purpose of this program will bc to educate our employees on the imporlmlce of issues relating to billing and documentation. 
6300 Main Street Zachary, LA 70791 (504) 658-4000 www.lanehospital.org 



December 15, 1998 Page 2 
Our employees are conlinually made aware of compliance issues and the potential exposme lhe hospilal has regarding such issues. lfyou have any further qucstions, please do not hesitate to conlacl me at (225) 658-4302 

I)V:sda CC: File 

Very lruly yours 
David Verinder, CPA Chief Finmlcial Officer 


