
 



TERRELP DRESSEL, CPA RALPH FRIENDCPA CERTIFIED PUBLIC ACCOUNTANTS 449 EAST ST PETER ~TREET NEW IBERIA, LOUISIANA 70560-3752 (318) 365-8211 FAX (318) 365-8214 
Board of Commissioners Hospital Service District No. 1 of St. Mary Parish Franklin Foundation Hospital Franklin, Louisiana 

"_wqFh f II- ~ICAtl It 1 TUTE OF "6~r, ,EC~,,P,_~, ~, COUNTS bC~, ILl) ,I LSUISIANA C 6R~IFI[[~ pLISLIC ~C(3OUN~S 

We have audited the accompanying balance sheets of Franklin Foundation Hospital, Inc., Hospital Service District No. 1 of St. Mary Parish as of September 30, 1997 and 1996, and the ~elated statements of revenue and expenses, changes in fund balances, and cash flows for the years then ended. We have also audited the accompanying balance sheet of Franklin Imaging, Inc. as of September 30, 1997 and the related statements of revenue and expenses, retained earnings, and cash flows for the nine months then ended. These financial statements are the responsibility of management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance and Goverrnnental Auditina Standards with generally accepted 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 test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, 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 Franklin Foundation Hospital, Inc., Hospital Service District No. 1 of St. Mary Parish as of September 30, 1997 and 1996, and the results of its operations and its cash flows for the years then ended in conformity with generally accepted accounting principles; and the financial position of Franklin Imaging, Inc., and the results of its operations and its cash flows for the nine ~onths then ended in conformity with generally accepted accounting principles. 
DRESSEL & FRIEND New Iberia, LA 
February 16, 1998 -i- 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana COMPARATIVE BALANCE SHEETS 

Exhibit Page 1 of 
SEPTEMBER 30, 1997 WITH COMPARATIV~ FT~TIRV~ V~R lqq~ ASSETS CURRENT ASSETS Cash Investments-Cash Accounts Receivable Less: Estimated Uncollectibles and Allowances of $1,023,124 in 1997 and $675,698 in 1996 Other Receivables Due from Medicare Due from Department of Health & Human Resources Inventories Prepaid Expenses TOTAL CURRENT ASSETS INVESTMENTS 

PROPERTY, PLANT, AND EQUIPMENT Less: Accumulated Depreciation NET PROPERTY, PLANT & EQUIPMENT OTHER TOTAL ASSETS ASSETS 

CURRENT YEAR $ 8,741 114,899 
1,750,034 9,696 
469,216 136.584 $ 2,489,170 

PRIOR YEAR 41,546 36,386 
1,399,618 22,307 246,881 1,183,061 431,482 92.982 $ 3,454,263 $ (98,407) $ (127,386) 

$11,719,427 7.013.415 $ 4,706,012 ~4,428 $ 7.291.203 CURRENT LIABILITIES Obligations Under Capital Leases Notes Payables Loans Payable-Hibernia National Bank Due to Medicare Due to Department of Health & Human Resources Accounts Payable Accrued Compensated Absenses Accrued Expenses TOTAL CURRENT LIABILITIES 

$11,257,738 6.603.532 $ 4,654,206 156.068 
$ 90,951 $ 141,571 144,036 50,419 94,090 855,126 152,837 290.325 $ 1,677,784 LONG-TERM LIABILITIES Loans Payable-St. Mary Parish Council $ 352,129 Notes Payable 143,502 Obligations Under Capital Leases 54.272 TOTAL LONG-TERM LIABILITIES $ 549.903 TOTAL LIABILITIES $ 2,227,687 FUND BALANCE (EXHIBIT III) 5.063.516 TOTAL LIABILITIES AND FUND BALANCE The accompanying notes and accountant's report are an integral part of these financial statements 

251,000 
1,436,989 138,657 236.804 $ 2,205,021 
$ 373,318 145.224 $ 518.542 $ 2,723,563 5.413.588 



 



 

Exhibit II Page 1 of 2 HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC. Franklin, Louisiana COMPARATIVE STATEMENTS OF YEAR ENDED SEPTEMBER 30, 1997 REVENUES AND EXPENSES WITH C~MPARATTVV VICr]WV~ VNW I~Q~ CURRENT PRIOR YEAR YEAR Patient service revenue Inpatient revenue $ 8,830,419 $ 8,904,638 Outpatient revenue 6,556,441 6,957,428 Clinic revenue 1,452,390 1,051,442 Swing bed revenue 628,431 560,527 Rehabilitation revenue 1.496.668 2.946.39~ Total patient service revenue $18,964,349 $20,420,431 
Other revenue 410.852 193.854 Total gross revenue $19,375,201 $20,614,285 Deductions from gross revenue Contractual adjustments $ 7,697,052 $ 8,309,548 Other 461.6~ 518.532 Total deductions from gross revenue $ 8.158.705 $ 8.828.080 Net revenue $11,216,496 $11,786,205 Operating expense Salaries & wages $ 4,603,548 $ 4,381,775 Benefits 868,550 870,413 Fees-physicians 865,920 741,375 Fees-other 1,906,092 2,845,951 Supplies 1,557,884 1,762,014 Utilities 369,736 377,611 Repairs & maintenance 215,500 191,455 Leases & rentals 98,981 335,705 Insurance 234,104 229,529 Interest expense 28,628 38,322 Other expenses 125,~47 82,862 Bad debts 887.841 262.233 Total operating expenses before depreciation $II,762,131 $12,119,245 Depreciation 498.163 460.438 Total operating expenses $12.260.294 $12.579.683 Loss from operations $(1,043,798) $ (793,478} The accompanying notes and accountant's report are an intergral part of these financial statements 



 



 



 

Exhibit IV Page 1 of 2 HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC. Franklin, Louisiana 
COMPARATIVE STATEMENT OF CASH FLOWS YEAR ENDED SEPTEMBER 30, 1997 OF UNRESTRICTED FUNDS WT?N ~MP~R~TTVm mT~TTDm~ ~ 1QO~ CURRENT PRIOR YEAR YEAR Cash flows from operating activities Cash received from patients $11,565,301 $11,828,979 Interest received 19,269 12,319 Gifts received 747 140 Tax revenue received 644,731 598,144 Cash paid to suppliers (6,851,792) (7,594,213) Cash paid to employees (4. 589.3~) (4.409. 592) Net cash provided (used) by operating activities $ 788,888 $ 435,777 Cash flows from noncapital financing activities: Proceeds from line of credit $ $ 251,000 Payments on line of credit (251,000) (350,000) Interest Paid (12,465) (13,081) Payments on loans payable (21.182) (20,511) Net cash provided (used) by noncapital financing activities $ (284,654) $ (132,592) 
Cash flows from capital and related financing activities: Interest paid $ (16,163) $ (25,241) Purchase of equipment (549,969J (283,429) Proceeds from notes payable 290,118 - Payments on capital leases (141,572) (147,958) Payments on notes payable ~2.5~Q) - Net cash used for capital and related financing activities $ (420,166) $ (456,628) Cash flows from investing activities: Repayment of loan from affilated company $ $ 171,095 Loan to affiliated companies (38.340) (58.563) Net cash provided (used) for investing activities $ (38,360) $ 112,532 Net increase (decrease) in cash and cash equivalents $ 45,708 $ (40,911) Cash and cash equivalents at beginning of year 77,932 118.843 Cash and cash equivalents at end of year ~  $77.932 The accompanying notes and accountant's report are an integral part of these financial statements 



 

Exhibit IV Page 2 of 2 HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FKANKLIN FOUNDATION HOSPITAL, INC. Franklin, Louisiana COMPARATIVE STATEMENTS OF CASH FLOWS YEAR ENDED SEPTEMBER 30, 1997 NV [INR~STRICTED FUNDS WITH COMPARATIVE FIGURES FOR 1996 
CURRENT PRIOR YEAR YEAR RECONCILATION OF EXCESS REVENUES OVER (UNDER) EXPENSES TO NET CASH PROVIDED BY OPERATING ACTIVITIES Excess of Revenues over (under) expenses $ (350,072) $ 519,220 Adjustments to reconcile excess of revenues over (under) expenses to cash provided by operating activities : Depreciation $ 498,163 $ 460,438 Interest 28,628 38,322 (Income) loss from investment in subsidiary (28,9791 (6,117) (Increase) decrease in accounts receivable (350,416) i, 155,532 (Increase) decrease in other receivable 12,611 (4,287) Decrease in due from Medicare 246,881 165,854 (Increase) decrease in due from department of health & human resources i, 183,061 (i, 183,061) Increase in due to Medicare 50,419 - Increase (Decrease) in due to department of health & human resources 94,090 (525,009) Increase in inventories (37,734) (9,271) Increase in prepaid expenses (43,602) (8,714) Decrease in accounts payable (581,863) (250,027) Increase (decrease) in accrued compensated absenses 14,180 (27,817) Increase in accrued expenses 53. 521 Ii0. 714 ~. i. 138. 960 $ 183.443) Net cash provided (used) by operations ~ 788. 888 $ ~  

The accompanying notes and accountant's report are an integral part of these financial statements 



 



 



 



 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana 
Exhibit VI Page 1 of 13 

NOTE I - Summ~rv nf Significant A~cnllmelnn Pnllr~ Franklin Foundation Hospital is a component unit of St. Mary Parish. The accounting and reporting policies of Franklin Foundation Hospital conform to generally accepted accounting principles as applicable to hospitals and to the industry audit guide, Health Care Orsanizations. 
Method of Accountina. The accrual basis of accounting is used by the hospital for all funds. Consequently all revenues, except property tax revenues, are recognized when they are earned, and all expenses are recognized when they are incurred. Property tax revenues are recognized when received r~ther than when assessed. accounting a fund basis whereby a separate system is organized and operated on self-balancing set of accounts is maintained for the purpose of carrying on specific activities or attaining certain objectives in accordance with special regulations, restrictions or limitations. The various funds are grouped into two fund categories and two fund types as follows: Unrestricted Funds - QDerat~nq Funds. The operating fund is used to account for all transactions applicable to the operation of the hospital including patient service revenues, other operating revenues and operating expenses. This fund is also used to account for revenues derived from the levy of a 7.88 property tax millage assessment. These revenues have been dedicated to the improvement, maintenance, and operations of the hospital. Unrestricted gifts and donations are also accounted for in this fund. Restricted Funds - SDecific PurPose Funds. These funds are used to account for restricted resources in accordance with instructions from the party placing restrictions on the resources. The hospital uses these funds to account for the receipt of property tax revenue dedicated to the retirement of bonds issued in connection with the expansion and renovation of the hospital and purchase of new equipment. Payments made to retire bonds at maturity and to pay accrued interest are also accounted for in these funds. 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana NOTES TO VTNANCIAL STATEMENTS 

Exhibit VI Page 2 of 13 

SEPTEMBER 30. Iq%7 
N~TK I - Cnntinued Inventories. Inventories are stated at cost, generally on a first-in, first-out method. Property. BuildinGs and EauiDment Property, are maintained on the basis of original cost buildings and equipment Interest on bonded debt during the construction period from 1966 through 1968 has been capitalized. Interest incurred on bonded debt on construction which began during the year ended September 30, 1987 has been capitalized. Interest earned on investment of bond proceeds has been offset against interest capitalized during these periods. Expenditures for repairs and maintenance are expensed when incurred. Expenditures determined to represent additions or betterments are capitalized. Equipment purchases exceeding $500 are capitalized if the estimated useful life of the asset exceeds one year. Depreciation is provided using the straight-line method over the estimated useful lives of the assets. Assets purchased during the current fiscal year are depreciated using the half-year convention. Under the half-year convention, all assets are treated as placed in service at the midpoint of the year regardless of the actual date placed in service. Estimated useful lives are as follows: Land Improvements Building & Improvements Equipment Allowance for Doubtful Accounts. Net 

i0 15-50 4-15 Years Years Years patient service revenue is reported at the estimated net realizable amounts from patients, third- party payors, and others for services rendered. The Hospital provides care to patients even though they may lack adequate insurance or are covered by contractual payment arrangements that do not pay full charges. As a result, the Hospital is exposed to certain credit risks. The Hospital manages such risks by regularly reviewing its accounts and contracts and by providing appropriate allowances thereon. Uncollectible amounts due for patient services are written off at the time information becomes available which would indicate the uncollectiblity of the particular receivable. 
Bad debt expense, charity allowances and other allowances after recoveries was $887,841 for 1997 and $262,233 for 1996. Uncollectible accounts written off were $642,748 for 1997 and $870,888 for 1996. 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana 
Exhibit VI Page 3 of 13 

NOTE I - C~ntinued Investments. Investments consist of certificates of deposit, savings accounts, money market accounts, and corporate stock. All investments except corporation stock are stated at cost, which approximate market. Since Hospital owns 100% of corporation, investment in corporation is stated using the equity method of accounting. Acc11mlllat~d Unpaid V~c~ti~n ~n~ ~i ~ P~v compensated employee absences for vacation nonvesting and have not been accrued. Patient Service Revenue. Patient service 
An accrual has been made for pay. Sick pay benefits are 
revenue is recorded at the Hospital's established rates and is reported after contractual adjustments. A significant portion of the Hospital's revenues are derived from Medicare and Medicaid programs. 

NOTE 2 - Property. Plant and E~11~nmmnt Property, plant, and equipment are stated at historical cost. A summary of the accounts and the related accumulated depreciation follows: Accumulated Cost Depreciation ~e~t~mnmr q~. 1q97: 
ements 

Land Buildings & Improvements Equipment TOTAL 

$ 7,958 6,866,756 4.844.713 $11.719,427 
$ 7,958 6,833,760 4.416.020 SII.257,73_______~8 

$ 3,511,754 3.501.661 S 7,013.415 
$ 3,351,812 3,251.720 



 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana 
Exhibit VI Page 5 of 13 

MOTE 5 - Investments 
The Hospital has invested $10,000 for a 100% ownership of a corporation called Franklin Imaging, Inc. Franklin Imaging, Inc. has invested $8,000 for a 40% ownership in a partnership called Franklin Imaging Center Limited Partnership. This partnership has constructed a computed tomography imaging facility on the property of the Hospital. The partnership has leased this facility to the Hospital. Rental payments are to be based on usage. During 1995 Franklin Imaging, Inc. started a business to rent and sell durable medical equipment. The hospital made advances to Franklin Imaging, Inc. to help the business get started. These advances are reflected in other assets on the balance sheet. The income (loss) from these investments is as follows for the year ended September 30, 1997: Income from partnership for the year ended December 31, 1996 Income (loss) for corporation from operations for period ended September 30, 2997 Change in equity in corporation 
Franklin Imaging, Inc. has a year end of December 31. Financial statements of Franklin Imaging, Inc. for the nine months ended September 30, 1997 shows a net loss of $38,831. The income for the year ended September 30, 1997 is as follows: Income (loss) from operations For period from 10/1/96-12/31/96 For period from 1/1/97-9/30/97 Total Income from partnership for year ended December 31, 1996 Income for year ended September 30, 1997 

$ (14,599) 
$ (53,430) 82,409 

The income or loss from partnership is recorded on books of Franklin Imaging at end of calander year when information is received. 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana 
Exhibit VI Page 6 of 13 

NOTE 6 - Loans P~v~h]~ The St. Mary Parish Council has loaned the Hospital a total of $464,000. The balance due was $352,129 at September 30, 1997 and $373,318 at September 30, 1996. These loans were made to assist the hospital in paying current operating expenses. The loans are unsecured and due and payable on demand. These obligations have been classified as long-term debt since it is not anticipated that they will be paid within the next twelve months. The Hospital has agreed to treat Parish prisoners and offset the bill against the loans to the Parish Council. NOTE 7 - Lease~ Leased property under capital lease consists of various equipment and furniture in the amount of $1,827,398. This is included in equipment and is being amortized using the straight line method based on a life of five, ten, or fifteen years. Amortization of leased equipment amounted to $164,776 in 1997, and $181,301 in 1996. These amounts have been included in depreciation expense. The following is a schedule of future minimum lease payments under capital leases, together with the present value of the net minimum lease payments as of September 30, 1997 and 1996. 1997 1996 1997 $ $ 161,886 1998 101,551 101,551 1999 57,185 57.185 Net minimum lease payments $ 158,736 $ 320,622 Less: Amount representing interest 13,51~ 33.827 Present value of net minimum lease payments $ 145,223 $ 286,795 Less: Current Portion 90,9~ 141.~7~ Long-Term Portion ~  In addition to the above, the Hospital has entered into a number of operating leases for the use of various medical and office equipment. 
Total rental expense amounted to $98,981 and $335,705 for the fiscal years ended September 30, 1997, and 1996, respectively. OTE 8 - Nore~ P~vab]~ The proceeds from these notes were used to purchase equipment and software. 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana NNTV~ T~ VTNANCTAL STATEMENTS 

Exhibit VI Page 7 of 13 

SEPTEMBER ~N. ]997 NOTE 9 - Pension P In August, 1973, the Hospital adopted a retirement plan covering all eligible employees who want to participate. The cost to the employee for 1997 is 2% of the first $65,400 of yearly pay, plus 4% of their pay in excess of $65,400, if any. The Hospital contributes to the plan 2% of the first $65,400 of yearly pay of each participating employee plus 4% of yearly pay in excess of $65,400, if any. The total retirement expense also includes payment by the Hospital for past service costs. Pension costs amounted to $37,737 in 1997 and $46,646 in 1996. NNTE ]Q - Groun Hosoitalization Insurance In June of 1982, the Hospital started a self-funded insurance plan for group hospitalization covering its employees. The plan is administered by an outside firm. The plan contains a specific reimbursement deductible level which limits the Hospital's liability to $40,000 per covered person. Employees pay for the cost of dependent coverage through payroll withholdings. - M~m~r~ g M~di~id Proarams Services rendered to Medicare and Medicaid patients are paid for in accordance with the prescribed program guidelines. Any amounts received under these programs are subject to examination and retroactive adjustment by the program intermediary. Provision for estimated retroactive adjustments for Medicare and Medicaid are provided in the period the related services are rendered. The Medicare and Medicaid cost reports are prepared by a company outside the hospital. Consequently any amounts regarding the provisions for retroactive adjustment has been furnished to us by others. 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana 
Exhibit VI Page 8 of 13 

NOTE 12 - Man~aement Contract In July of 1984, the Hospital entered into an agreement with Quorum Health Resources, Inc. (formerly HCA Management Company, Inc.) to manage the day-to-day business affairs of the hospital. Quorum provides the hospital with the services of an administrator and a controller. Management fees are adjusted annually based on the Consumer Price Index. These fees are paid monthly in addition to a reimbursement for compensation and fringe benefits paid to the personnel furnished by Quorum to the hospital. Management fees incurred were $223,692 for 1997 and $218,184 for 1996. Reimbursements made to Quorum for compensation and fringe benefits for personnel furnished by Quorum were $190,606 for 1997 and $191,495 for 1996. NOTE 13 - Contlnaent Liabilities ComDeDsated Absences. The Hospital is contingently liable for sick leave to its employees. Sick pay benefits are nonvesting and are not paid in the event of termination of employment. Accrued sick leave as of September 30, 1997 and 1996 was $17,429 and $18,458. Hill Burton Act U.S. Department of Health and Human Resources has made inquiries into the hospitals compliance with the Hill-Burton Act. The hospital has received notification that it has met it obligation under the Hill-Burton program. NOTE 14 - Compensation nf Governing Board 
No members of the Board of Commissioners of Franklin Foundation Hospital received any compensation for their services. Board members are: Marshall Guidry Ann Luke Gerald Roy Terry Martin Roland Degeyter Gregg Paul Clegg Caffery, Jr 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana NOTV~ TO FTNANCIAL STATEMENTS 

Exhibit VI Page 9 of 13 

REPTVMRRR 30. Igg7 
NOTV 15 - Cash and Cash Eouivalents For purposes of this statement, cash and cash invested in money market accounts and certificates of deposit are considered cash and cash equivalents. At September 30, 1997 and 1996, Franklin Foundation Hospital has cash and cash equivalents as follows: 
Demand deposits Interest-bearing demand deposits Money market accounts Petty cash Total 

$ 3,330 101,236 18,424 650 
$ 6,230 52,927 17,956 819 $ 77.932 At September 30, 1997 and 1996, Franklin Foundation Hospital has cash and cash equivalents in the Bond Sinking Fund: Interest-bearing demand deposits Time deposits Total 

$ 397,106 300,000 $ 697.106 
$ 294,905 ~09,00o 

These deposits are stated at cost, which approximates market. [)nder state law, these deposits must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At September 30, 1997, Franklin Foundation Hospital has $983,196 in deposits. These deposits are secured from risk by $500,000 of federal deposit insurance and $2,472,076 of pledged securities held by the custodial bank in the name of the fiscal agent bank. Even though the pledged securities are considered uncollaterialized under the provisions of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within I0 days of being notified by Franklin Foundation Hospital that the fiscal agent has failed to pay deposited funds upon demand. 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana NOTES TO FINANCIAL STATEMENTS 

Exhibit VI Page i0 of 13 

~VgTVM~VD ~N 1QQ7 NOT~ 16 - Other Asset~ 
The hospital has formed a corporation in which it invested $10,000. This corporation has invested $8,000 for a 40% interest in a partnership with a group of doctors. This partnership has constructed a computed tomography imaging facility on property of the hospital. The partnership leases the facility to the hospital on a fee per use basis. The $194,428 at September 30, 1997 and the $156,068 at September 30, 1996 in other assets is broken down below: 
Receivable from partnership Receivable from corporation 
The portion receivable from the corporatlon represents advances made to help durable medical equipment business get started and operating advances. The portion receivable from the partnership represents expenditures made for the partnership. NOT~ 17 - I.iti~ation 
The Hospital has brought suit against a physician. Hospital has claimed that physician hospital agreement was breached when he failed to reimburse hospital over $180,000 in expenses incurred guaranteeing his income and recruiting him. The likelihood of a favorable outcome appears to be at least 75%. Respiratory Care, Inc. has brought suit against hospital for amounts due on open account and for breach of equipment lease. Trial was held and judgement rendered in favor of Respiratory Care, Inc. in the amount of $22,939.31. No judgement has been signed. Hospital plans to negotiate the judgement. In the event of an unsuccessful settlement, hospital intends to request new trial. Specialty Healthcare, Inc. has brought suit against hospital for compensation allegedly due for the premature termination of agreement to manage hospital's rehabiliation department, unauthorized use of proprietary information, and employment of ex-Specialty employees. This matter is set for arbitration March 9, 1998. The likelihood of an unfavorable outcome appears to be less than 25%. The amount of potential loss is less than $150,000. 



 

HOSPITAL SERVICE DISTRICT NO. 1 of St. Mary Parish FRANKLIN FOUNDATION HOSPITAL, INC Franklin, Louisiana 
Exhibit VI Page ii of 13 

NOTE ]7 - Llt~ation - C~nt~mllod Amedisys, Inc. has brought suit against hospital for compensation allegedly due pursuant to a management agreement. It appears questionable whether plaintiff will continue pursuing this matter. Sufficient discovery has not been completed to determine whether any potential liability exists for hospital. Hospital's management intends to contest this matter vigorously. NOTE 18 - Bom~ Pavah]~. ~rlm~ lqq 
In September 1991, in order to obtain better interest rates, the hospital issued $1,750,000 of refunding bonds. The purpose of these bonds was to redeem the bonds issued in 1984 and pay any interest due on the 1984 bonds. The 1991 bonds mature and are payable in varying annual amounts on March I each year ending with the year 2004, and have interest tares from 4.7% to 6.6%. The bonds are due as follows 
Year Ending 
1998 1999 2000 2001 2002 2003 2004 Total 

Principal iPavments 140,000 150,000 160,000 170,000 180,000 200,000 210.000 

Interest Payments Total 72,360 63,585 54,050 43,735 32,620 20,360 s,?~O 

212,360 213,585 214,050 213,735 212,620 220,360 216.930 
Bond issue cost of $19,468 and original issue dlscount of $84,005 are being amortized using the straight line method over the life of the bonds. Amortization of bond issue costs amounted to $1,557 and amortization of original issue discount amounted to $6,720 in 1997 and 1996. Bonds and interest are to be paid out of a tax levied on property owners in Hospital Service District No. i. These funds are deposited in the bond retirement fund and are designated to be used only for this purpose. 



 



 



TERRELP DRESSEL, CPA RALPH FS;END, CPA CERTIFIED PUBLIC ACCOUNTANTS 449 EAST ST. PETER STREET NEW IBERIA, LOUISIANA 70560-3752 
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~EMBER ~l I I(I~N INSTITUTE OF CE h I I' IL L ~ U8LIC ACCOUNTS ~C IF ], OF LOUISIANA CE rlTlClE ' f USLIC ACCOUNTS 
INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Commissioners Hospital Service District No. 1 of St. Mary Parish Franklin Foundation Hospital Franklin, Louisiana We have audited the general purpose financial statements of Franklin Foundation Hospital, as of and for the years ended September 30, 1997 and 1996, and have issued our report thereon dated February 16, 1998. 
We conducted our audit in accordance standards and of the United States. Those audit to obtain reasonable financial statements are free 

with generally accepted auditing issued by the Comptroller General standards require that we assurance about whether of material misstatement. plan and perform the the general purpose 
Compliance with laws, regulations, contracts, and grants applicable to Franklin Foundation Hospital is the responsibility of Franklin Foundation Hospital 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, contracts, and grants. However, the objective of our audit of the general purpose 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 our required to be reported tests disclosed no instances of noncompliance that are under Government Auditina Standards. This report is intended for the information of the board of conunissioners, management, and the Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
Dressel & Friend, CPA's February 16, 1998 
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INDEPENDENT STRUCTURE FINANCIAL WITH 

(318) 365-8211 FAX (318) 365-8214 
~AF~ABE~ AMEriCaN IHSTITUT~ Or i-:r]lI i_[ 'USLIC ~CC~II[IIS .c,~IF I r OF LOLIl%lalJ~ EI~'IFIFc ~UBLI( ~ ,-c,i INTS 

AUDITOR'S REPORT ON INTERNAL CONTROL BASED ON AUDIT OF GENERAL PURPOSE STATEMENTS PERFORMED IN ACCORDANCE GOVERNMENT AUDITING STANDARDS 
Board of Commissioners Hospital Service District No. 1 of St. Mary Parish Franklin Foundation Hospital Franklin, Louisiana We have audited the general purpose financial statements of Franklin Foundation Hospital, as of and for the years ended September 30, 1997 and 1996, and have issued our report thereon dated February 16, 1998. We conducted our audit in accordance standards and Government Auditina Standards of the United States. Those audit to obtain reasonable financial statements are free 

with generally accepted auditing issued by the Comptroller General standards require that we assurance about whether of material misstatement. plan and perform the the general purpose 
The management of Franklin Foundation Hospital is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management 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 safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management*s authorization and recorded properly to permit the preparation of general purpose 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. 



-2- 
In planning and performing our audit of the general purpose financial statements of Franklin Foundation Hospital, for the year ended September 30, 1997, 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 general purpose fianncial 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 structure would not necessarily disclose all matters in the internal control structure that might be material weaknesses under standards established by the American Institute of Certified public Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure elements does net reduce to a relatively low level the risk that errors and irregularities in amounts that would be material in relation to the general purpose 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 matters involving the internal control structure and its operation that we consider to be material weaknesses as defined above. This report is intended for the information of board of cormmissioners, management, and the Legislative Auditor. However, this report is a matter of public record and its distribution is not limited. 
Dressel & Friend, CPA's 
February 16, 1998 


