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ndeoendent A uditors' Reoort 

The Board of Com m issioners 
Iberia General Hospital and M edical Center 

W e have audited the accompan ying balance sheets of Iberia General Hospital and M edical 

Center (a component unit of Iberia Parish, Louisiana) as of September 30, 1997 and 1996, an d 
the related statem ents of operations, changes in fund balance an d cash flow s for the years then 
ended. These financial statem ents ar e the responsibility of the M edical Center's m anagem ent. 
Our responsibility is to express an opinion on these financial statem ents based on our audits. 

W e conducted our audits in accordance with generally accepted auditing stan dards and 
Governm ent Auditing Standards issued by the Com ptroller General of the U nited States. Those 
standards require that we plan and perform  the audit to obtain reasonable assurance about 
whether the finan cial statem ents are free of m aterial m isstatem ent. An audit includes exam ining, 
on a test basis, evidence supporting the am ounts and disclosures in the financial statem ents. An 
audit also includes assessing the accounting principles used an d significan t estim ates m ade by 
m an agem ent, as w ell as evaluating the overall finan cial statem ent presentation. W e believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the finan cial statem ents referred to above present fairly, in all m aterial respects, 
the finan cial position of Iberia General Hospital an d M edical Center as of Septem ber 30, 1997 
and 1996, an d the results of its operations an d its cash flows for the years then ended in 
conform ity w ith generally accepted accounting principles. 

In accordan ce w ith Governm ent Auditing Standards, we have also issued a report dated Jan uary 
23, 1998 on our  consideration of the M edical Center's intern al control structure and a report 
dated Jan uary 23, 1998 on its com pliance with law s and regulations. 

Our  audits were m ade for the purpose of form ing an  opinion on the basic finan cial statem ents 
taken as  a whole. The supplementary inform ation included in Schedules 1 an d 2 is present ed for 
purposes of additional analysis an d is not a required part of the basic finan cial statem ents. Such 

information has been subjected to the auditing procedures applied in the audits of the basic 
finan cial statem ents an d, in our opinion, is fairly stated in all m aterial respects in relat ion to the 
basic finan cial statem ents taken as a whole. 

January 23,1998 
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IBERIA GEN ERA L HO SPITAL AN D M EDICAL CEN TER 

Statem ents of Operations 

Years ended Septem ber 30. 1997 and 1996 

Net patient service revenue (notes 2 and 7) 
Other revenues 

Total revenue 

Operating expenses: 
Salaries, wages, fees an d benefits 

Supplies an d other expenses 
Depreciation an d am ortization 
Interest expense 
Provision for doubtful accounts 

Total expenses 

Incom e from operations 

N onoperating gains, net 

Revenue an d gains in excess 
of expenses an d losses 

See accom panying notes to finan cial statem ents 

1997 

34,734,067 
579,007 

35,313,074 

20,174,639 
8,862,580 
1,819,194 
1,006,114 
3,017,043 
34,879.570 

30,100,150 
197 418 

30,297 568 

17,091,968 
7,322,568 
1,750,937 
486,932 

2,367,443 
29,019,848 

433,504 1,277,720 



IBERIA GEN ERA L HOSPITAL AN D M ED ICA L CEN TER 

Statem ents of Changes in Fund Balan ce 

Years ended Septem ber 30, 1997 an d 1996 

Balan ce at beginning of year  

Revenue an d gains in excess of expenses and losses 

Balan ce at end of year 

See accom pan ying notes to financial statem ents. 

1996 

$ 14,587,030 13,219,811 

$ 15,148,344 



IBERIA GEN ERA L HO SPITAL AN D M EDICA L CEN TER 

Statem ents of Cash Flow s 

Years ended Septem ber 30, 1997 and 1996 

Cash flows from operating activities: 
Incom e from operations 

Adjustments to reconcile income from operations 
to net cash provided by operating activities: 

Depreciation and am ortization 

(Gain) loss on sale of equipment 
Interest received 
Interest paym ents 

Chan ges in operating assets and liabilities: 
Patient receivables, net 
Other receivables 
Prepaid expenses 
Inventories 
Am ounts due from  third-party payors 
Accounts payable and other accrued expenses 

Net cas h provided by operating activities 

Cash flow s from investing activities: 
Increase in assets lim ited as to use 
Interest received from investm ents 
Other receipts 

Net cash provided by (used in) 
investing activities 

Cash flow s from capital an d related financing activities 
Capital expenditures 
Proceeds from  issuan ce of debt 
Paym ent of bond issuance costs 
Debt service 

Net cash provided by (used in) capital 
and related finan cing activities 

Net increase (decrease) in cash 
an d cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

$ 433,504 1,277,720 

1,819,194 

(4,459) 
(378,192) 
1,008,343 

(1,738,790) 
(70,193) 
(4,002) 

(201,797) 
700,000 
997,186 

2,560,794 

1,750,937 

1,855 

(24,604) 
486,932 

(2,467,057) 
(45,439) 
(16,677) 
(42,197) 
(235~820) 
1,455,035 
2,140,685 

(4,545,084) 
449,649 88,371 
56 353 27,587 

(4,908,302) 
12,000,000 

(459,821) 
(1,497,568) 

(3,745,195) 
1,000,000 

3,656,021 (1,725,020) 

(Continued) 
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IBERIA GEN ERA L HO SPITA L AN D M EDICAL CEN TER 

Statem ents of Cash Flow s, Continued 

Reconciliation of cash and cash equivalents to the balance sheets 
Cash an d cash equivalents in current assets 
Cash and cash equivalents in assets lim ited as to use: 
By board for capital im provem ents 
Held by trustee under bond indenture 
Under self-insurance tru st arrangem ents 

See accom panying notes to financial statem ents 

1996 

$ 4,012,408 1,428,650 

113,632 

2,127,525 
47,275 

11,436 
1,153,799 

50,934 



IBERIA GENERA L HOSPITAL AND M EDICAL CENTER 

N otes to Financial Statem ents 

Septem ber 30, 1997 and 1996 

(1) Organization and Summary of Significant Accounting Policies 

Iberia General Hospital an d Medical Center (the Medical Center) is a 130-bed acute-care 
hospital w ith related outpatient care facilities principally located in N ew Iberia, Louisian a. 

The Medical Center operates under the jurisdiction of the Iberia Parish Council of Iberia 
Parish, Louisiana (the Parish) as Iberia Parish Hospital Service District No. 1, and is a 
com ponent unit of the Parish as defined by Statem ent of Govenunental Accounting 
Stan dards (GAS) No. 14, The Financial Reporting Entity. The M edical Center's 
com ponent unit relationship to the Parish is principally due to the M edical Center's 
finan cial accountability to the Parish as defined in GA S No. 14. The M edical Center is 
operated by a nine m em ber Boar d of Com m issioners, all of whom are appointed by the 
Iberia Par ish Council. 

(a) Cash Equivalents 

The M edical Center considers investm ents in highly liquid debt instrum ents with an 
original m aturity of three m onths or less to be cash equivalents. 

(b) Inventories 

Inventories, consisting principally of m edical supplies an d pharm aceuticals, ar e stated 

at the lower of cost (first-in, first-out) or replacement market. 

(c) Assets Limited As To Use 

A ssets lim ited as to use include 

assets set aside by the M edical Center's Board of Com m issioners for future capital 

improvements, over which the Board retains control and may at its discretion 
subsequently use for other purposes, 

~ assets held by bond tru stees under related indenture agreem ents, an d 

~ assets held under self-insurance tru st arrangem ents 

(Continued) 
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IBERIA GEN ERA L HOSPITA L AN D M EDICAL CEN TER 

N otes to Financial Statem ents 

(d) Investments and Investment Income 

The M edical Center has the positive intent and ability to hold all investments until 
m aturity, and therefore such securities are classified as "held-to-m aturity" and are 
stated at either cost or am ortized cost which approxim ates fair value. Investm ent 
incom e from unrestricted an d boar d-designated investm ents is reported as 
nonoperating gain. Investm ent incom e from  trusteed investm ents held under a related 
bond indenture, to the extent not capitalized, is reported as other revenue. 

(e) Property and Equipment 

Property an d equipm ent are recorded at cost
, or if donated, at fair value at date of 

receipt. Depreciation is provided over the useful life of each class of depreciable asset 
using the straight-line m ethod. Equipm ent held under capital lease obligation is 
am ortized using the straight-line m ethod over the shorter of the lease term or estim ated 
useful life of the equipm ent. 

09 Statement of Operations 

For purposes of presentation, transactions deem ed by m an agem ent to be ongoing
, 

major or central to the provision of health care services are reported as revenue and 
expenses. Peripheral or incidental transactions ar e reported as nonoperating gains and 
losses. 

(g) Net Patient Service Revenue 

N et patient service revenue is reported at the estim ated net realizable am ounts from  
patients, third-party payors an d others for services rendered

, including estim ated 
retroactive adjustments under reimbursement agreements with third-party payors. 
Retroactively calculated contractual adjustments arising under reimbursement 
agreem ents with third-party payors are accrued on an estim ated bas is in the period the 

related services are rendered and adjusted as final settlements are determined. 

(h) Charity Care 

The M edical Center provides care to patients who m eet certain criteria under its 
charity care policy without char ge or at am ounts less than  its established rates

. 

Because the M edical Center does not pursue collection of am ounts determ ined to 
qualify as char ity care, such am ounts ar e not reported as revenue

. 

(Continued) 
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IBERIA G EN ERA L HO SPITA L AND M EDICAL CEN TER 

N otes to Financial Statem ents 

(i) Proprietary Fund Accounting 

The M edical Center utilizes the proprietary fund m ethod of accounting whereby 
revenue and expenses are recognized on the accrual basis. Substan tially all revenues 

an d expenses are subject to accrual. 

O) Accounting Standards 

Pursuant to GA S N o. 20, Accounting and Financial Repol tm ~ /or Proprietary Funds 
and Other Governmental Entities That Use Proprietary Fund ,l~counting, the M edical 
Center has elected to apply the provisions of all relevant pronouncem ents of the 

Financial Accounting Stan dards Board (FASB), including those issued after November 
30, 1989. 

(k) Costs of Borrowing 

Bond issuance costs have been deterred and are being am ortized using the interest 
m ethod over the period the related bonds will rem ain outstan ding. 

Interest cost incurred on borrowed funds during the period of constru ction of capital 
assets is capitalized, net of incom e earned on related trusteed as sets, as a com ponent of 

the cost of acquiring those assets. Net interest expense of approximately $360,000 was 
capitalized in 1997. N o interest costs were capitalized in 1996. 

(l) Income Taxes 

The M edical Center qualifies as tax-exem pt under existing provisions of the Intern al 

Revenue Code and its income, generally, is not subject to Federal or state income 
tax es. 

(m) Use of Estimates 

Th e preparation of finan cial statem ents in conform ity w ith generally accepted 
accounting principles requires that m an agem ent m ake estim ates an d as sum ptions 
affecting the reported amounts of assets, liabilities, revenues and expenses, as  well as 
disclosure of contin gent assets and liabilities. Actual results could differ from those 
estim ates. 

(Continued) 
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IBERIA GEN ERAL HO SPITA L AN D M EDICAL CEN TER 

(n) Reclassifications 

Notes to Financial Statem ents 

Certain reclassifications have been m ade in the 1996 finan cial statem ents to conform  
w ith the 1997 presentation. 

(2) Net Patient Service Revenue 

The M edical Center has  agreem ents with governm ental and other third-party payors that 
provide for reim bursem ent to the M edical Center at am ounts different from  its established 

rates. Contractual adjustments under third-party reimbursement programs represent the 
difference between the M edical Center's billings at established rates for services and 
am ounts reim bursed by third-party payors. A sum m ary of the basis of reim bursem ent w ith 

major third-party payors follows: 

M edicare - Inpatient acute care services rendered to M edicare program  beneficiaries 
are paid at prospectively determ ined rates-per-discharge. These rates vary according 
to a patient classification system that is based on clinical, dmgnostic an d other factors. 
Certain types of exem pt inpatient services an d outpatient services related to M edicare 
beneficiar ies ar e paid based upon cost reim bursem ent m ethodologies. Th e M edical 
Center is paid for cost reim bursable item s at tentative rates, w ith  final settlem ent 
determ ined after subm ission of annual cost reports by the M edical Center and audits 
by the M edicar e fiscal interm ediary. Th e M edical Center's cost reports have been 
audited an d settled for all year s through Septem ber 30, 1994. 

M edicaid - Inpatient services rendered to M edicaid program  beneficiar ies ar e generally 
paid at an all-inclusive per diem rate. Outpatient serv ices rendered to M edicaid 
program  beneficiaries ar e reim bursed based upon cost reim bursem ent m ethodologies. 

The com position of net patient serv ice revenue follow s 

Gross patient service revenue 

Less provision for contractual adjustments 
$ 58,472,250 

23,738,183 
48,307,439 
18,207,289 

(Continued) 
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IBERIA GEN ERA L HO SPITAL AN D M ED ICA L CEN TER 

(3) Charity Care 

N otes to Financial Statem ents 

The M edical Center m aintains records to identify an d m onitor the level of charity care it 
provides. These records include the am ount of charges foregone for services and supplies 
furnished under its charity care policy. Charges foregone, based on established rates, 

totaled approximately $217,000 in 1997 an d $387,000 in 1996. 

The M edical Center provides four full-tim e nurses at the Parish Crim inal Justice Facility 
for m edical assistance to the individuals in the facility. The M edical Center does not 

maintain records to identify and monitor the level of charity care it provides under this 
program ; however, the total cost of providing this service totaled approximately $134,000 
in 1997 an d $125,000 in 1996. 

A sum m ary of property and equipm ent follow s 

Land an d im provem ent s 
Building an d im provem ents 
Fixed equipm ent 

Major movable equipment 
Construction in progress 

Less accum ulated depreciation an d am ortization 

1997 

$ 1,380,089 
13,691,102 
4,382,800 
14,849,391 
2,883,270 
37,186,652 
18,710,443 

1,209,825 

10,908.668 
4,382.800 
13,129,209 
2,712,631 
32,343,133 
16,984,266 

Construction in progress at Septem ber 30, 1997 is principally com prised of expenditures 
related to construction of a m edical oft~ce building, construction of a children's center, an d 

information technology systems. Estimated costs to complete these projects are 
approximately $4,900,000 at September 30, 1997, and the projects are scheduled for 
substantial com pletion during 1998. 

Equipment under capital lease obligation totaling approxim ately $1.100,000 is included in 

major movable equipment at September 30, 1997 an d 1996. Related accum ulated 
am ortization was approximately $887,000 an d $794,000 at September 30, 1997 an d 1996, 
respectively. 

(Continued) 
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IBERIA GEN ERA L HO SPITAL AN D M ED ICA L CEN TER 

(5) Operating Leases 

N otes to Financial Statem ents 

The M edical Center leases office space an d clinical facilities, generally to m em bers of its 
m edical staff, un der operating leases which term s range from m onth-to-m onth up to three 
years. The future m inim um  lease payments to be received from these leases follow : 

1998 
1999 
2000 

$ 62,004 
55,964 
37,147 

The M edical Cente~ leases various equipm ent an d facilities under operating leases expiring 
at various dates through M ay 2002. The follow ing is a schedule by year  of future 
m inim um  lease paym ent~ under operating leases that have initial or rem aining lease term s 
in excess of one year: 

1998 
1999 
2000 
2001 
2002 

$ 185,695 
185,695 
180,512 
101,970 
12,159 

$ 666,031 

Rent~ expense for operating leases was approximately $404,000 in 1997an d $365,000 in 
1996. 

Govern m ental accounting standards require that the carrym g am ounts of cash an d 
investm ents as of the balan ce sheet date be categorized accordin g Io the level of credit risk 
associated w ith the M edical Center's cash an d investm ents at that um e. The level of credit 
risk is defined as follow s: 

Category 1- Insured (including government 
securities held by the M edical 
nam e. 

securities), registered or collateralized with 
Center or its agent in the M edical Center's 

(Continued) 
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IBERIA G EN ERA L ttO SPITAL AN D M ED ICA L CEN TER 

Notes to Financial Statem ents 

Category 2 - Uninsured and unregistered, cotlateralized with securities held by the counter- 
party's trust departm ent or agent in the M edical Center's nam e. 

Category 3 - Uncollateralized, including balances collateraIized with securities held by the 
pledging financial institution. 

A sum m ary of cash and investm ents follow s 

1 
Septem ber 30, 1997: 

Cash and cash equivalents $ 301 365 

Board-designated for 
capital im provem ents 
Cash and cash 

equivalents 

Held by trustee under bond 
indenture: 
Cash and cash 
equivalents 

U .S. Treasury  notes 

Held under self-insurance 

tru st arrangem ents: 
Cas h and cash 
equivalents 

$ 100.000 

4,545,084 
4.545.084 

Total assets lim ited 

asto use $ 4,645,084 

Septem ber 30, 1996: 
Cash and cash equivalents 

Board-designated for 
capital im provem ents 
Cash and cash 
equivalents 

$ 148,557 

11.436 

2 

47,275 

2,127,525 

2,127,525 

Total 

4.012 4o8 

113,632 

2,127,525 
4,545,084 
6,672,609 

11.436 

(Continued) 
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IBERIA G EN ERA L HO SPITAL AN D M EDICAL CEN TER 

Notes to Financial Statem ents 

Septem ber 30, 1996, continued 
Held by trustee under bond 
indenture: 
Cash and cash 
equivalents 

Held under self-insurance 
tru st arrangem ents: 

Cash and cash 
equivalents 

Cateeorv 
2 3 

Total assets lim ited 
as to use $ 62,370 1,153,799 1,216,169 

A sum m ary of the m aturities of investm ents at Septem ber 30, 1997 follow s 

A fter one through three years 
After seven through nine years 

$ 2,650,678 
1,894,406 

$ 4,545,084 

Trusteed bond funds were established in accordance with the requirem ents of the indentures 
related to the Hospital Service District N o. 1 of Iberia Parish, Louisiana Hospital Revenue 
Bonds discussed in note 7. 

A sum m ary of the various trusteed funds follow s 

Debt service reserve funds 
Principal an d interest funds 

Project fund 
Depreciation reserv e fund 
Cost of issuance fund 

Less deposits classified as current assets 

1997 

$ 1,908,321 
671,119 

2,936,171 
1,096,637 

60,361 
6,672,609 
671 120 

1996 

813,457 
340,342 

1,153,799 
361,400 

(Continued) 
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IBERIA G EN ERA L HOSPITA L AN D M ED ICA L CENTER 

N otes to Financial Statem ents 

The debt service reserv e funds are generally equal to the m axim um  annual principal an d 

interest requirements (as definedl lor the bonds. Amounts in the principal and interest 
funds are used for the annual debt service of the bonds. The depreciation reserve fund is to 
be used for additions, im provements and replacem ents necessary to operate the M edical 

Center. The project fund is to used to pay certain costs of construction an d renovation 
projects at the M edical Center. Deposits classified as current assets represent funds to be 
used to pay debt service am ounts classified as current liabilities at Septem ber 30. 

(7) Long-term Debt 

A sum m ary of long-term  debt, including capital lease obligation, follow s 

Hospital Service District No. 1 of Iberia Par ish, 
Louisian a Hospital Revenue Bonds - Series 1979, 
payable in sem i-annual installm ents, including 

interest, through November 2009 at 6% $ 3,551,666 3,738,065 

Hospital Serv ice District No. 1 of Iberia Parish, 
Louisian a Hospital Revenue Bonds - Series I980, 
payable in sem i-annual installm ents, including 
interest, through M ay 2010 at 6%  3,583,000 3,758,000 

Hospital Serv ice District No. 1 of Iberia Par ish, 
Louisiana Hospital Revenue Bonds - Series 1996, 
payable in sem i-annual installm ents, including 
interest, through M ay 2016 at rates from  7.5%  to 8%  12,000,000 

Capital lease obligation, rem ainder due in 1998 

Less current installm ents 
Long-term  debt, excluding current 

insta llm ents 

28.498 

19,163,164 
488,250 

156,324 

7,652,389 
489,226 

(Continued) 



IBERIA G EN ERA L HO SPITA L A N D M ED ICA L CEN TER 

Notes to Financial Statem ents 

Under the term s of related revenue bond indentures, the M edical Center is required to 
maintain certain deposits with a trustee (see note 6). The indentures also place limits on the 
occurrence of additional borrowings and require the m aintenance of m inim um debt service 

coverage. 

Future m aturities of long-term  debt follow 

1998 
1999 

2000 

2001 
2002 
Therea~er 

$ 488,250 
558,795 

593,571 
635,126 
678,506 

16,208,916 

$ 19,163,164 

The M edical Center has a $1,500.000 unsecured line of credit available with two 
commercial banks. Amounts outstanding of $1,000,000 at September 30, 1997 and 1996 
bear interest based on the banks' prim e rates. The interest rates on the outstanding balances 

($500,000 at each bank ) were 8.75% an d 9% at September 30, 1997. 

(8) Pension Plan 

The M edical Center contributes to the Parochial Em ployees Retirem ent System  of 

Louisiana (the System), a cost-sharing multiple-employer defined benefit pension plan . 
The System is com prised of two district plan s, Plan A and Plan B, with separate assets an d 
benefit provisions. Em ployees of the M edical Center are m em bers of Plan A . The System  

provides retirement and disability benefits, annual cost-of-living adjustments, an d death 
benefits to plan  m em bers and beneficiar ies. Benefit provisions are established by State law 
and m ay be am ended only by the State of Louisiana Legislature. The System issues a 
publicly available finan cial report that includes financial statem ents and required 

supplem entary inform ation. 

System  m em bers are required to contribute 9.50%  of their annual covered salary an d the 
M edical Center is required to contribute at an actuarially determ ined rate. The current rate 
is 7.75%  of annual covered payroll. The M edical Center's contributions to the System for 
the years ended Septem ber 30, 1997 and 1996 were $975,839 and $795,219, respectively, 
an d were equal to the required contributions for each year. 

(Continued) 



IBERIA GENERA L HOSPITAL AND M EDICAL CENTER 

N otes to Financial Statem ents 

(9) Business and Credit Concentrations 

The M edical Center grants credit to patients, substantially all of whom  are local area 
residents. The M edical Center generally does not require collateral or other security in 
extending credit to patients; however, it routinely obtains assignment of (or is otherwise 
entitled to receive) patients' benefits payable under their health insurance programs, plan s, 
or policies (e.g. M edicare, M edicaid, Blue Cross and commercial insuran ce policies). 

The m ix of receivables from patients an d third-party payors follow s 

Patients 
M edicar e 
Other third-party payors 
Com m ercial 
M edicaid 
Blue Cross 

(10) Risk Management 

29%  
23 
22 
11 
9 

26%  
2O 
20 
16 
10 

_ _ 88 

lO_ _ _ o%  lO
_ _ OO%  

Like m an y other businesses, the M edical Cem er is exposed to various risks of loss related 
to torts; theft of, dam age to and destruction of assets; business interruption; errors an d 

omissions; employee injuries an d illness; natural disasters; and professional an d general 
liability claims an d judgments. Commercial insuran ce coverage, as well as other coverages 
described below , are available for claim s arising from such m atters. Claim s settled through 

Septem ber 30, 1997 have not exceeded these coverages in any of the three preceding year s. 

As of September 30, 1997, there is certain litigation pending against the M edical Center. 
The Louisian a Hospital Association Trust Fund covers the M edical Center for the first 
$100,000 of liability, while an  additional $400,000 of coverage is provided thr ough the 
State of Louisian a Patients' Com pensation Fun d. A recent court case has affi rm ed the 

constitutionality of this $500,000 limit. 

The M edical Center is self-insured for employee health coverage, up to a limit of $40,000 
per individual claim . Substantial coverage w ith a third-party carrier is m aintained for 

excess losses. 

Continued) 
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IBERIA GEN ERA L HOSPITAL AN D M EDICAL CEN TER 

N otes to Financial Statem ents 

Certain of the M edical Center's insurance coverages discussed above are provided under 
claim s-m ade policies. Should the claim s-m ade policies not be renewed or replaced with 
equivalent insurance, claim s based on occurrences during their term , but reported 
subsequently, would be uninsured. M anagem ent anticipates that such coverages will be 
renew ed or replaced w ith equivalent insuran ce as the M edical Center's current coverages 
expire. 



IBERIA GEN ERA L HOSPITA L AN D M EDICAL CEN TER 

Schedule of Other Revenues 

Years ended Septem ber 30, 1997 and 1996 

Investm ent incom e on bond trusteed funds 
Dietary 

Vending m achine 
M edical records 

N utrition service 
Other 

Schedule 1 

1997 1996 

$ 378,192 
170,274 
11,889 
8,675 
9,683 
294 

24,604 
143,917 
12,383 
4,261 
10,730 
1,523 
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J. D . Dugas 
Dr. Jam es Falterm an, Jr 

Bill M iller 
Lynn M invielle 
A . W . Pratt 

M ark Pharr 
Rory Rom ero 
Don Sigue 

Schedule of Board of Com m issioners Expenses 

Years ended Septem ber 30, 1997 and 1996 

Schedule 2 
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Indeoendent Auditors' Reoort on Com pliance 
with Law s. Regulations. Contracts and Grants 

The Board of Com m issioners 
Iberia General Hospital and M edical Center: 

W e have audited the financial statem ents of Iberia General Hospital and M edical Center as of 

an d for the year  ended Septem ber 30, 1997, an d have issued our report thereon dated Jan uary 23, 

1998. 

W e conducted our audit in accordan ce with generally accepted auditing stan dards an d 
Government Auditing Standards issued by the Com ptroller General of the United States. Those 
standards require that we plan  and perform the audit to obtain reasonable assuran ce about 
whether the financial statem ents ar e free of m aterial m isstatem ent. 

Com plian ce w ith law s, regulations, contracts, and grants applicable to the M edical Center is the 
responsibility of the M edical Center's m an agem ent. As part of obtaining reasonable assur an ce 
about whether the finan cial statem ents are free of m aterial m isstatem ent, we perform ed tests of 
the M edical Center's com plian ce with certain provisions of laws, regulations, contracts, and 
gran ts. However, providing an opinion on overall com pliance with such provisions was not an 

objective of our audit of the financial statements. Accordingly, we do not express such an 
opinion. 

The results of our tests disclosed no instances of noncom pliance that are required to be reported 

herein under Government Auditing Standards. 

This report is intended for the inform ation of the Board of Com m issioners an d m an agem ent 
However, this report is a matter of public record an d its distribution is not lim ited. 

xP,. 

January 23, 1998 

illlllll Ms~ber ~mrt~ of KPMG l~ter natmonal 
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Independent Auditors' Report 
on Internal Control Structure 

The Board of Com m issioners 
Iberia General Hospital and M edical Center: 

W e have audited the financial statem ents of Iberia General Hospital and M edical Center as of 
and for the year ended Septem ber 30, 1997, and have issued our report thereon dated Jan uary 23, 
1998. 

W e conducted our audit in accordance with generally accepted auditing standards an d 
Government Auditing Standards issued by the Com ptroller General of the United States. Those 
stan dards require th at we plan and perform  the audit to obtain reasonable assuran ce about 
whether th e finan cial statem ents are free of m aterial m isstatem ent. 

The m anagem ent of the M edical Center is responsible for establishing and m aintaining an 

internal control structure. In fulfilling this responsibility, estimates an d judgments by 
m an agem ent ar e required to assess the expected benefits an d related costs of intern al control 

structure policies an d procedures. The objectives of an internal control structure are to provide 
m an agem ent w ith reasonable, but not absolute, assuran ce that assets are safeguarded against loss 
from  unauthorized use or disposition, and that transactions ar e executed in accordance with 
m anagem ent's auth orization an d recorded properly to perm it the preparation of finan cial 
statem ents in accordance with generally accepted accounting principles. Because of inherent 
lim itations in an y intern al control stru cture, errors or irregularities m ay nevertheless occur  an d 

not be detected. Also, projection of an y evaluation of the structure to future periods is subject to 
the risk that procedures m ay becom e inadequate because of chan ges in conditions or that th e 
cffccuveness of the design an d operation of policies an d procedures m ay deteriorate. 

In planning an d perform ing our audit of the financial statem ent s of the M edical Cent er for the 
year ended Septem ber 30, 1997, we obtained an understanding of the internal control stru cture. 
W ith respect to the internal control stru cture, we obtained an  understan ding of the design of 
relevant policies and procedures and w hether they have been placed in operation, and we 
assessed control risk in order to determ ine our auditing procedures for the purpose of expressing 
our opinion on the financial statem ents and not to provide an opinion on the intern al control 
strdcture. Accordingly. we do not express such an opinion. 

MIND ,, 
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Our consideration of the internal control structure would not necessarily disclose all m atters in 
the internal control structure that m ight be m aterial w eaknesses under standards established by 
the Am erican Institute of Certified Public A ccountants. A m aterial w eakness is a condition in 
which the design or operation of one or m ore of the intern al control structure elem ents does not 
reduce to a relatively low level the risk that errors or irregular ities in am ounts that would be 
m aterial in relation to the financial statem ents being audited m ay occur and not be detected 
within a tim ely period by em ployees in the norm al course of perform ing their assigned functions. 
W e noted no m atters involving the internal control stru cture and its operation that we consider to 
be m aterial weaknesses as defined above. 

However, we noted other m atters involving the intern al control structure and its operation that 
we have reported to the m an agem ent of the M edical Center in a separate letter dated January 23, 
1998. 

This report is intended for the inform ation of the Board of Comm issioners and m an agem ent, 
How ever, this report is a m atter of public record an d its distribution is not lim ited. 

Jan uary 23, 1998 
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CON FIDENTIA L 

The Board of Com m issioners 
lberia General H ospital and M edical Center 

M em bers of the Board 

W e have audited the financial statements of Iberia General Hospital and M edical Center (the 
M edical Center) for the year ended September 30, 1997, and have issued our report thereon dated 
January 23, 1998. In planning an d perform ing our audit of the financial statem ents of the 
M edical Center, we considered intern al control in order to determ ine our auditing procedures for 
the purpose of expressing our opinion on the financial statem ents. An audit does not include 
exam ining effectiveness of internal control an d does not provide assurance on internal control. 
W e have not considered intern al control since the date of our report. 

During our audit w e noted certain m atters involving intern al control an d other operational 
m atters that are presented for your consideration. These com m ents and recom m endations, all of 
which have been discussed w ith the appropriate m em bers of m an agem ent, are intended to 
im prove intern al control or result in other operating efficiencies and are sum m arized as follow s: 

Allowance for Contractual A diustm ents 

During our audit of the allowance for contractual adjustments we noted that account balan ces 
having dates of service greater than  180 days old were generally excluded from the M edical 

Center's calculations in estimating the allowance for contractual adjustments. Such accounts are 
also not explicitly considered in the M edical Center's allowan ce for doubtful accounts. W e 
found, however, that such allowances in the aggregate were reasonable, due to other estim ation 
m ethodologies which created "cushions" in am ounts adequate to cover the 180 day and older 
accounts. 

To enhance financial reporting, we recom m end the M edical Center ensure that all accounts over 
180 days old are explicitly considered when estim ating the allowances for contractual 

adjustments and doubtful accounts. 

IIII Member ~irn, of KPMG Inter natlon~ 
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During our review of business offi ce operations we noted the following 

~ The business offi ce has four full-time equivalents (FTE's) who are collectors 
~ At September 30. 1997, the Medical Center had approximately 50,000 accounts (24,000 

active and 26,000 in bad debts/collections) 
~ Bills are generated approxim ately 7 days after discharge 

~ Collectors are responsible for accounts based on patient last name (i.e. A-J, K-R, S-Z) 

M an agem ent of the M edical Center is aware of the need to enhance cash flow by reducing 
accounts receivable from  its current high level. The M edical Center m ay w ish to consider the 
follow ing suggestions to enhance business office operations: 

~ One FTE per 1,000 accounts per m onth is considered "best of class" for the num ber of 
collectors needed for successful business offi ce operations; therefore the M edical Center m ay 
need to devote m ore FTE's to collections 

~ Generate bills within 3-4 days of disc barge, which is also considered "best of class." 
~ Investigate "out-sourcing" opportunities to potentially achieve near -term  im provem ents. 

~ Ensure that collectors are devoted to appropriate segments of the portfolio (e.g., large 
balan ces, specific payors, etc.). 

~ Consider a business offi ce "'diagnostic," which m ight reveal additional opportunities for 

im provem ents. 

M edicare and M edicaid Loos Reconciliation 

The M edical Center's M edicare and M edicaid logs were not com plete or up-to-date for use in 
preparing the M edical Center's Septem ber 1997 cost reports. Periodic reconciliations of the 
M edicar e and M edicaid logs to the related rem ittan ce advices should be perform ed on a periodic 
basis. A lthough this is not considered a critical intern al control, this procedure does serve as an  
additional "check" to ensure that the fiscal interm ediary sum m ary reports are appropriately 
capturing and classifying third-party revenues, which in turn m ight enhance cost reporting for the 
M edical Center. 
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M edicare Disnronortionate Share Paym ent 

To ensure that the M edical Center continues to qualify for the M edicare disproportionate share 

payment (approximately $300,000 in 1997) we recommend the M edical Center begin keeping an 
out-of state M edicaid claim s log and a log of inpatient M edicaid patients who were M edicaid 
eligible but the M edical Center did not receive paym ent because the patient had exhausted their 
benefits. 

The two logs should include the follow ing inform ation 

~ Patient nam e and num ber 
~ Dates of service 
~ Total days paid 
~ Eligible days not paid 
~ Paym ent register date and retain a copy of the register on w hich the claim was paid 

M edicare Reim bursem ent 

The Balan ced Budget Act of 1997 im pacts the M edical Cent er in several areas, including 

~ reductions in reim bursem ent of M edicare "bad debts;" 
~ lim iting cost-based rural health clinic reim bursem ent to the per-visit caps previously applied 

only to free-standing clinics; 
~ the establishm ent of a prospective paym ent system  for hom e health services beginning 

October 1, 1999- 

~ the establishm ent of a prospective paym ent system for hom e health services beginning 
October 1, 1999; 

~ the establishm ent of a prospective paym ent system for skilled nursing facilities for cost 
reporting periods beginn ing on or after July 1, 1998; an d 

~ the establishm ent of a prospective paym ent system for outpat ient serv ices delivered on or 
after January 1, 1999. 

W e recom mend the M edical Center assess the im pact the Act will have on the M edical Center's 
reim bursem ent from the M edicare program . 
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This report is intended solely for the inform ation and use of the board, m anagcm ent and others 

w ithin the M edical Center. 

Very truly yours, 




