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October 29, 1999 

IN DEPEN DEN T A UDITORS' REPOR'I 

Board of Com m issioners 
N orth Caddo tlospilal Service D istrict 
V iviaa, Louisiana 

W e have audited the accom panying proprietary fund balance sheets of North Caddo Hospital Service 
District, d/b/a N orth Caddo M edical Center, com ponent unit of the Caddo Parish Com m ission, at June 30, 1999 and 
Jlme 30, 1998 and tile related statem ents of operations and changes in fund balances, and cash flows for the years 
lhen ended. These financial statements are the responsibility of the M edical Center's management. Our 
responsibility is to express an opinion on these financial statem ents based on our audits. 

W e conductcd our audits in accordance with generally accepted auditing standards and Govermnent Auditing 
Standards issued by the Com ptroller General of the United States. Those standards require that we plan and perform 
the audits 1o obtain reasonable assurance about whether the financial 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 and significant estim ates m ade by 
m anagem ent, as well as evaluating the overall financial statem ent presentation. W e believe that our audits provide a 
reasonable basis for our opinion. 

In our opinion, tile financial statem ents referred to above present fairly, in all m aterial respects, the financial 
position of N orth Caddo l]ospital Service D istrict, d/b/a N orth Caddo M edical Center at June 30, 1999 and Juuc 30, 
1998 and the results of its operations, changes in fund balances, and its cash flows for the years theu coded in 
conform ity w ith generally accepted accounting principles. 

In accordance w ith Governm ent Auditing Standards, we have also issued a report dated October 29, 1999 on 
our consideration of North Caddo Hospital Service District, d/b/a North Caddo M edical Center's internal control and 
its com pliance w ith law s and regulations. 

Cole, Evans & Peterson 



Exhibit A 

N ORTtt CADDO HOSPITAL SERVICE DISTRICT d/b/a NORTH CADDO M EDICAL CENTER 

A S S E T S 

BALAN CE SH EETS-PROPRIETARY FUN D 

AT JUN E 30. 1999 AN D JUN E 30. 1998 

Cnrrerlt A ssets: 

Cash and Cash Equivalents (Note 4) 
Cerlificates of Deposit (More than Three Month Maturities) 
(Note 4) 

Accounts Receivable from Patient Services-Net of Estim ated 
Allowances and Uncollectible Accounts 

($932,497 - 1999; $575,500 - 1998) (Note 3) 
Interest Receivable 
Invem ories-Drugs and Supplies 
Prepaid Expenses 

Total Current A ssets 

Fixed Assets (At Cost) (N ote 5) 
1,and 
Eand ltnprovem ents 
Buildings and Building Im provem ents 
Equipm ent 

Equipment lleld Under Capital Leases (N ote 6) 

l.ess-A ccum ulated D epreciation 
N et Fixed Assets 

O ther A ssets 
A ssets N ot ill Service 
Unam ortized Cost of Tax Election 

Total Other Assets 

Total A ssets 

1999 

221,698 

800,000 

1,005,681 
1,439 

132,030 
14,697 

2,175,545 

95,367 
173,837 

1,891,939 
1,888,183 
308,464 

4,357,790 
2,528,058 
1,829,732 

4,710 
7,648 
12.358 

4,017,635 

Enterprise Fund 
June 30 

The Accom panying Notes Are An Integral Part Of These Financial Statements 
- 2- 

1998 

192,63 

1,015,062 

747,206 
2,620 

120,458 
22,913 

2,100,890 

95,367 
173,837 

1,761,122 
1,672,761 
292,905 

3,995,992 

2,318,537 
1,677,455 

25,942 
8.740 
34.682 

3.813.027 



Exhibit A 
Page 2 

NORTIt CADDO HOSPITAL SERVICE DISTRICT d/b/a N ORTH CADDO M EDICAL CENTER 

L IA B IL IT IE S 
A N D F U N D B A L A N C E 

BALANCE SHEETS-PROPRIETARY FUN D 

AT JUN E 30, 1999 AN D JUN E 30. 1998 

Current l,iabilities: 
Accounts Payable 
Accrued Salaries, W ithholdings and Retirement 
Accrued Em ployee Vacation Benefits 
Accrued Interest Payable 
Current Porlion of Obligations Under Capital Leases (Note 6) 

Total Current Liabilities 

Lone-q'erm Liabilities 

Obligations Under Capital Leases (Note 6) 
l.ess-Current Portions 

Total Long-Term Liabilities 

Comnfitnmnts and Contingent Liabilities (Note 7) 

Total Liabilities 

Fnnd |~alance: 
Restricted 
Unrestricted 

Total Fund Balance 

Total Liabilities and Fund Balance 

1999 

106,598 
74,611 
59,684 
1,375 

_ _ _57,778 
300,046 

235,981 
57,778 
178,203 

Enterprise Fund 
June30 

1998 

16,133 
79,965 
75,155 
1,685 

49,816 
222,754 

243,110 
49.816 
93,294 

478,249 416,048 

- 0 - 
3,539,386 
3,539,386 

4.017.635 

3"he Accom panying N otes Are An Integral Part Of These Financial Statem ents 
- 3 - 

- 0 - 
3,396,979 

3.396.979 

3,813,027 



NO RTH CADDO HOSPITAl. SERV ICE DISTRICT. d/b/a N ORTH CADDO M EDICAL CENTER 

STATEM ENTS OF OPERATION S AN D 

CHAN GES IN FUN D BALANCES-PROPRIETARY FUND 

FOR TIlE YEARS ENDED JUN E 30. 1999 AND JUN E 30. 1998 

_Qperalin~; Revenue: 
Net Patient Revenue (Note 3) 
O ther O perating Revenue 

Total Operating Revenues 

.Qpcrat in ~, F, xpcnses: 
D irect D epartm ental Expenses 
Itousekccping 
M aintenance and Ulililics 
M edical Records 

General and Administrative (Notes 8, 9, 11, 16 and 17) 
Provisions for Bad Debts (N ote 3) 
Depreciation (Note 5) 
Am ortization 
Interest Expense 

Total O perating Expenses 

O t~eralinn lnconle (Loss 

N onooeratin~ Revenue 
lnteresl ] l]COn} c 

Ambulance Tax Revcmms (N ote 10) 
Grant (N ote 18) 
Rent Income (Note 13) 
Contributed Property (N ote 15) 
Gain on Sale of Equipm ent 
Loss on D isposal of Equipm ent 

Tolal Nonoperating Revenues 

Increase (Decrease) in Unrestricted Fund Balance 

Unrestricted l"und Balance at Be2innin~ of Year 

Unrestricted Fund Balance at End of Y ear 

Enterprise Fund 
Y ear Ended June 30 

1999 

4,979,406 
3,033 

4,982,439 

3,107,142 
175,396 
208,968 
83,768 
813,853 
461,354 
263,543 
1,093 

22,012 
5,137,129 

1998 

4,315,274 
3,114 

4,318,388 

2,758,881 
140,125 
186,473 
80,893 
828,210 
372,737 
259,375 

1,092 
13,603 

4,641,389 

( 154,690) ( 323,001) 

47,727 
52,461 
80,000 
9.600 

7,309 

_  297,097 

142,407 

3,396,979 

51,814 
70.150 

9,600 
3,723 

( 10,157) 
225,130 

( 97,871) 

3.494.850 

3,539,386 3 396 979 

l'he Accom panying Notes Are An Integral Part Of These Financial Statem ents 
- 4- 



Exhibit C 

N O RTH CA DDO HO SPITA L SERVICE DISTRICT d/b/a N ORTH CA DDO M EDICAL CEN TER 

STATEM ENTS OF CASH FLOW S-PROPRIETARY FUND 

FO R TF1E Y EA RS EN DED JUN E 30. 1999 AN D JUN E 30 1998 

Cash Flows from O oeratin~ Activities 

Increase (Decrease) in Unrestricted Fund Balance (Exhibit B) 
Reconciliation of Increase (Decrease) in Unrestricted Fund 
Balance to Cash Flow s from Operating Activities: 
Depreciation and Am ortization 
lnterest Incom e on Investing Activities 
Property Tax Revenues 
Contributed Property 
Interest Expense on Financing Activities 

(Gain) on Assets Sold 
Loss on Assets Disposed 
G rant from N oneapital Financing Activities 
Changes in Operating Assets and Liabilities: 

Decrease (Increase) in Accounts Receivable 
Increase in A ccounts Payable 
Decrease in Prepaid Expenses 

Decrease (Increase) in Inventory 
Net Cash Provided (Used) by Operating Activities 

Cash Flow s fi'om N oncaoital Financine Activities 

Properly Tax Revenues Received 
Grant Received 
N et Cash Provided by N oncapital Financing Activities 

Cash Flows from Caoilal and Related Fiuancin~ 

Activities: (Note 15) 
Acquisition and Construction of Capital Assets 
Proceeds from Sale of Assets 
Principal Paym ents on Capital Leases 
Interest Paym ents on Capital l,eases 

Net Cash (Used) by Capital and Related Financing Activities 

Cash Flow s fi'om lnvestin~ Activities: 
Interest Incom e on luvestlllenls 
I'urchase of Certificates of Deposit 
Redem ption of Certificates of Deposit 

Net Cash Provided (Used) by Investing Activities 

Enterprise Fund 
Year Ended June 30 

1999 1998 

142,407 ( 97,871) 

264,636 

47,727) 
152,461) 

22,012 

7,309) 

80,000) 

258,475) 
69,640 
8,216 

( ~1,572) 
( 50,633) 

152,461 
80,000 
232,461 

( 345,326) 
8,047 

( 57,130) 
( 22,32~) 
( 416,731) 

48,908 

(1,400,000) 
1,615,062 
263,970 

The Accom panying N otes A re An Integral Part O f These Financial Statem ents 
- 5- 

260,467 

( 51,814) 
( 170,150) 
( 3,723) 

13,603 

0,157 

262,726 
13,574 
3,839 
5.899 

246,707 

70.150 

( 119,892) 

( 28,098) 
( 11,918) 
( 159,908) 

51,175 

(1,860,062) 
1.490.000 

318,887) 



 

Exhibil C 
Page 2 

NORTH CADDO HOSPITAL SERVICE DISTRICT d/b/a NORTH CADDO M EDICAL CENTER 

STATEM ENTS OF CASH FLOW S-PROPRIETARY FUN D 

FOR TH E Y EARS EN DED JUN E 30. 1999 AN D JUN E 30. 1998 

Increase (Decrease) in Cash and Cash EQuivalents 

Cash and Cash Eauivalents at Be~innin~z of Year 

Cash and Cash Eouivalents at End of Yea 

Enterprise Fund 
Year Ended June 30 

1999 

29,067 

1998 

( 61,938) 

192,631 254,569 

221,698 192,631 

The Accom panying N otes Are An Integral Part O f These Financial Slatem ents 
- 6- 



NORTH CADDO HOSPITAl. SERVICE DISTRICT, d/b/a NORTH CADDO M EDICAL CENTER 

N OTES TO FIN AN CIA L STATEM EN TS 

Note 1 - Sum m ary of Sienificant Accountin~ Policies 

The accom panying financial statem ents are prepared in conform ity w ith generally accepted accounting 
principles. Application of those principles requires m anagem ent to m ake estim ates and assum ptions that 
affect the reported am ounts of assets and liabilities, the disclosure of contingent assets and liabilities and the 
reported revenues and expenses. Actual results could differ from those estim ates. See N ote 12 concerning 
significant estim ates. 

A summary of significant accounting policies follows 

Fund Tvoes and Basis of Accounting, 

The M edical Center accounts for its financial position and results of operations in accordance w ith generally 
accepted accounting principles applicable to governm ental units. 

G iven the nature of the M edical Center's activities, only one proprietary type fund, an enterprise fimd, is 
m aintained. The M edical Center conducts its activities on a fee for service basis in a m anner sim ilar to 
com mercial enterprises that provide services to the public. Proprietary  fund types are accounted for on the 
accrual basis. 

Bud~,ets and Budeetarv Accountin~ 

Under Louisiana law , hospital service districts are not required to operate under a form al budget 
A ccordingly, budgetary accounting is not presented in the financial statem ents. 

Statem ent of Onerations Classifications 

Revenues and expenses deemed by management to be ongoing, major, or central to the provision of health 
care services are reported as com ponents of operating incom e. Transactions that are peripheral or incidenta 
to providing health care services are reported as nonoperating. 

Patient Revenue 

Patient revenues are reported net of free services and contractual adjustments, including estimated 
retroactive adjustments under reimbursement agreements with lhird-party payors. Retroactive adjustments 
are accrued on an estimated basis in the period in which the rclated services are rendered and adjusted in 
future periods as final settlements are determ ined. See Note 3. 

Fixed Assets and Denreciation 

Fixed assets other than those held under capital leases are included at cost, or if donated, at fair value on the 
date of receipt. Depreciation is com puted using the straight-line m ethod over the assets' estim ated nseful 
lives. See N ote 5. 

G ains and losses on the disposal of fixed assets are considered incidental to the provision of health care 
services and, as such, are reported as nouoperating. 

7 - 



 

Exhibit D 
Page 2 

N ORTH CADDO HOSPITAL SERVICE DISTRICT. d/b/a NORTH CADDO M EDICAL CENTER 

N OTES TO FIN AN CIAL STATEM EN TS 

Note 1 - Snmmarv of Significant Accounting Policies (Continued) 

Caoital Leases and Am ortization 

Assets and liabilities under capital leases are recorded at the present value of the m ininm m lease paym ents 
The assets are am ortized over their related lease term s which approxim ate their estim ated productive lives. 
A m ortization of assets under capital leases is included in depreciation. 

Inventories 

hw entories arc reported principally at cost using a first-in, first-out cost flow assumption 

Com pensated Absences 

The M edical Center's policy regarding em ployees' vacation pay provides that em ployees' earned and 
unused vacation benefits accum ulate and vest. Therefore a liability is recorded for those unpaid benefits 
The M edical Center does not provide any other com pensated absences that accum ulate and vest. 

Advertising 

Costs of advertising are expensed as incurred 

Incom e Taxes 

As a component unit of the Caddo Parish Commission and the State of Louisiana (Note 2), the I lospital is 
exem pt from incom e taxes. 

Am ortization of Intaneibles 

The costs of an election to levy taxes for the M edical Center's benefit have been capitalized and are being 
amortized over the life of the levy (10 years) beginning with the year ended June 30, 1997, the year during 
which tax revenues were first received. 

Cash Equivalents 

Cash and cash equivalents includes all unrestricted highly liquid deposits and debt instrum ents acquired 
w ith m aturities of three m onths or less. 

- 8 - 
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NORTH CADDO HOSPITA1, SERVICE DISTRICT dPo/aNORTH CADDO M ED1CAI, CEN TER 

N OTES TO FIN AN CIAL STATEM EN TS 

Note I - Summary of Significant Accounting Policies (Continued) 

A ccounting, Standards 

Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 20, Accounting and 
Financial Reporting for Proprietary Funds and Other Governm ental Entities That Use Proprietary  Ftmd 
Accounting and Statem ent No. 29, The Use of N ot-for-Profit Accounting and Financial Reporting Princ 
by Governm ental Entities, the M edical Center has elected to apply the provisions of all relevant 

pronouncements of the Financial Accounting Standards Board (FASB), including those issued after 
N ovem ber 30, 1989, that do not conflict with or contradict GASB pronouncements and which were 
developed for business enterprises. 

Risk M anagem ent 

The M edical Center is exposed to various risks of loss from torts; theft of, damage to, and destruction of 

assets; business interruption; errors and omissions; employee injuries and illnesses; and natural disasters. 
Com m ercial insurance coverage is purchased for claim s arising from such m atters. Settled claim s have not 
exceeded this com m ercial coverage in any of the three preceding years. See Note 14. 

N ote 2 - Oreanization and Onerations 

North Caddo Hospital Service District, d/b/a North Caddo M edical Center (the "M edical Center") is located 
in Vivian, Louisiana and provides in-patient and out-patient acute and nonacute medical care, including 
em ergency services, prim arily to patients residing in the V ivian area. A significant portion of the M edical 
Center's revenues are from patients w ho are beneficiaries under the M edicare program . See N ote 3. 

The M edical Center is organized and operated as a hospital service district and is a component unit of the 
Caddo Parish Comm ission. It has no com ponent units in its operations. The M edical Center operates and is 
financially independent of the Caddo Parish Com m ission. 

Since the M edical Center is a com ponent unit of the Caddo Parish Com m ission it is considered part of the 
Com m ission and is included as such for financial reporting purposes. The governing authority of the 
M edical Center is a board of com m issioners consisting of six voting m em bers. The m em bers are appointed 
by the Com m ission for six-year term s. The governing authority of the M edical Center board was 
established by an ordinance of the Caddo Parish Com m ission. 

The M edical Center was determ ined to be a com ponent unit of the Caddo Parish Com m ission due to its 
financial accountability to the Com m ission as follows: 

The Com m ission has the ability to appoint or rem ove m em bers of the Board at w 

The Comlnission requires the Board to advise them on problem s concerning the operation of the 
M edical Center and other facilities. 

The accom panying financial statem ents present information only on the sole fired maintained by the 
M edical Center and do not present inform ation on the Caddo Parish Colnn~ission. 

- 9 
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NO RTI~ CA DDO HO SPITA L SERVICE DI "l'fl CA DDO M EDICA L CEN TE 

NOTES TO FINANCIAL STATEM ENTS 

N ote 3 - Patient Revenues and Accounts Receivable 

Tile M edical Center bas agreem ents with third-party payors that provide for reim bursem ent to tile M cdica 

Center at amounts different from its established rates. Contractual adjustments under third-party 
reim bursem ent program s represent/be difference between the M edical Center's established rates for 
services and amounts reim bursed by third-party payors. 

Under tile M edicare program , inpatient acute care serv ices 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, diagnostic, and other factors. Inpatient nonacule services outpatient 
serv ices, and defined capital and m edical education costs related to M edicare beneficiaries are paid based 
upon a cost reim bursement m ethod. The M edical Center is reim bursed for cost reimbursable item s at a 
tcntalive rate w ith final settlem ent determ ined after subm ission of annual cost reports by the M edical Center 
and audits by the M edicare fiscal interm ediary. 

For tile years ended June 30, 1999 and June 30, 1998, the M edical Center received approxim ately 68 percent 

and 65 percent respectively, of its gross patient revenue (48 and 45 percent, respectively, of its net paticnl 
revenues) from M edicare beneficiaries. These revenues are subject to health insurance program fiscal 
intermediary review and retroactive adjustment. Cost reports for the years ended June 30, 1999, 1998 and 
1997 are subject to examination. Provisions have been made for estimated settlements and adjustments. 

Under the M edicaid program , inpatient services are rehnbursed at a per diem rate, and outpatient services 
are reim bursed under a cost reim bursement m ethod. Under the cost reim bursem ent method, the M edical 
Center is reimbursed at a tentative rate with final settlem ent determ ined after subm ission of annual cost 
reports by the M edical Center and audits by the M edicaid fiscal interm ediary. Under tile per diem m ethod 
one established rate is used for all patient stays regardless of the m agnitude or com plexity of the services 
provided. The M edical Center's M edicaid cost reports for the years ended June 30, 1999, 1998 and 1997, 

are subject to examination by lhc Medicaid fiscal intermediary. Provisions have been made for estimated 
settlements and adjustments. 

The M edical Center has also entered into reim bursem ent agreements with certain com m ercial insurance 
carriers, health m aintenance organizations, and preferred provider organizations which result in contractua 

adjuslments from established rates. 

A smm nary of patient revenues for tile years ended June 30, 1999 and June 30, 1998 follows 

Patient Revenues at Established Rates 

Less-Deductions from Patient Revenues: 

Provisions for Contractual Adjustments 
Under Third-Party Reim bursem ent 
Program s 

M edicaid Disproportionate Share Payments 
Received 

N et Patient Revenues 

- 10 

Year Ended June 30 
1999 1998 

$ 8,568,982 $ 7,424,979 

4,022,549 

(--432,973) 
3,589,576 

( 237,512) 
3,109,705 

$ 4,979,406 $ 4,315,274 



Exhibit D 
Page 5 

N O RTIt CAD DO tlOSPITAL SER d/b/a N ORTH CADDO M E 

NOTES TO FINANCIAL STATEM ENTS 

Note 3 - Patient Revenues and Accounts Receivable (Continued) 

The M edical Center qualifies for M edicaid "disproportionate share paym ents" under the 1997 Rural 
ltospital Preservation Act. Such payments are contingent on annual federal funding and recognized as 

decreases to contractual adjustments in the year received. 

Accounts receivable from patient services consist of uncollateralized am ounts due under the M edicare and 
M edicaid program s, insurance carriers, and directly from patients. Patients serv ed are typically from tile 
V ivian, Louisiana vicinity. Net accounts receivable from patient serv ices is com prised as follows: 

(;ross Patient Accounts Receivable 

Estim ated A llowances and Uncollectible 
Accounts: (Note 12) 
A llow ances for Bad Debts and 

Contractual Adjustments Under Third- 
Party Reim bursem ent Program s 
Provision for Settlem ents to Third-Party 
Payors 

N et Accounts Receivable from Patient 
Services 

Note 4 - Casb and Certificates of Deoosit 

At June 30 
1999 1998 

$ 1,938,178 $ 1,322,706 

1,009,052 555,500 

(I 76,555) 
932,497 

20,000 
575,500 

$ 1~ .005,681 $ 747,206 

Louisiana law requires banks and savings and loan associations to secure a government's deposits (cash in 
banks) by pledging qualifying securities as collateral. For this purpose "cash in banks" is comprised of the 
account balances according to the banks' records which at June 30, 1999 are as follows: 

Cash in Banks 

nsured by FDIC 

Citizens 
National 
Bank 

$ _ _806,014 

Bank 
ODe, 
N A 

$ 345,443 

$ lO0,O00 $ 100,000 

Col lateralization (Includes $215,000 in Texas 
M unicipal Bonds) $ 715,000 $1,340,000 

Uncollaleralized $ -0- $ -0- 

Although the deposits with Citizens National Bank are collateralized, $215,000 of the collateral does not 
qualify under Louisiana law because it consists of Texas M unicipal Bonds. 
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NO RTH CADDO HOSPITAl. SERVICE DISTRICT d/b/a N ORTH CADDO M EDICAL CEN TER 

N OTES TO FINAN CIAL STATEM ENTS 

Note 4 - Cash and Certificates of Deposit (Contimled) 

Collateral is held by the pledging financial institution's trust department in the nam e of North Caddo 
M edical Center. 

Note 5 - Depreciation 

Dcprecialion expense and the estimated useful lives of the major categories of fixed assets are as follows 

Buildings and Building Im provem ents 

(15-40 years) 
Equipment and Furniture (4-25 years) 
Land hnprovements (8-20 years) 

N ote 6 - Capilal Leases 

Year Ended June 30 
1999 1998 

$ 68,556 
184,598 
10,389 

$263,543 

$ 67,271 
183,485 

8 6~6~9~9 
$259 375 

The M edical Center leased com puter equipm ent under a capital lease which expired in 1999. At its 
expiration the lease transferred ownership of the equipment to the M edical Center. 

The M edical Center leases laboratory equipm ent under a capital lease which expires ill the year 2002, The 
lease autom atically transfers ow nership of the laboratory equipm ent to the M edical Center at the end of tile 
lease term . 

I)uring the year ended June 30, 1999, the M edical Center signed a capital lease for a new AS/400 compnlcr 
system , w hich expires in 2003. The lease autom atically transfers ownership of the equipm ent to the 
M edical Center at the end of the lease term . 

During tile year ended June 30, 1998, the M edical Center signed capital leases for a CT seamier and laser 
camera, which expire in 2003. The M edical Center may purchase the CT scanner and laser camera for $i 
each at the end of the lease term . 

Follow ing is a summ ary of property held under capital leases 

l,aboratory Equipm ent 
Com puter Equipm ent 
CT Scauner 

l,ascr Cam era 

l.ess-Accum ulated Depreciation 

12 - 

At June 30 
1999 1998 

$ 17,184 
50,000 
186,680 

54,600 

308,464 
86,057 

$222,407 

$ 17,184 
34,441 
186,680 

54,600 

292,905 
55,294 

$237,611 
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NORTII CADDO HOSPITAl, SERVICE DISTRICT d/b/a NORTH CADDO M EDICAL CENTER 

Note 6 - Capital Leases (Continued) 

N OTES TO FIN AN CIAL STATEM EN TS 

M inim um future lease paym ents under these leases are as follows 

Year Ended June 30 

2000 

2001 

2002 

2003 

2004 

CT 

Scanner 

$ 46,212 

46,212 

46,212 

25,317 
- 0 - 

163,953 

Laser 

Cam era 

$ 13,512 
13,512 

13,512 

9,653 
- 0- 

50.189 

Computer 

Equipment 

$ 11,628 

11,628 

11,628 

11,628 

1,939 

48,451 

Laboratory 

Equipment 

$ 4,356 

4,356 

3,993 
- 0- 
- 0- 

12,705 

$ 75,708 

75,708 

75,345 

46,598 

1,939 

275,298 

Less-Am ount Representing 

Interest 24,175 7,693 5,764 1,685 39,317 

Net Present Value of M inim um 

Lease Payments $139,778 $ 42,496 $ 42,687 $ 11,020 $235,981 

re puted Rate of Interest 9.05%  9.04%  6.10%  9.75%  

Note 7 - Com m itm ents and Contitm ent Liabilities 

See N ote 3 regarding contingencies concerning the M edical Center's M edicare and M edicaid cost reports 

See Note 8 concerning operating lease comm itments 

See N ote 14 regarding insurance contingencies 

See Note 16 regarding self-funded unemployment claim s 

N ote 8 - O perating Leases 

The M edical Center has entered into several operating leases for telephones, other equipm ent, and real 
estate. These operating leases range from one m onth to five years with expiration dates through M ay, 2002 
Rent expense under tbese leases for the years ended June 30, 1999 and June 30, 1998 is as follows: 

Telephones 
Other Equipm ent 
Real Estate 

- 13 

Year Ended June 30 

1999 1998 
$ 17,262 $ 16,202 
19,214 22,176 
3,856 2,055 

$ 40,332 $ 40,433 



Exhibit D 
Page 8 

N ORTIt CADDO HO SPITAL SERVICE DISTRICT d/b/a NORTH CADDO M EDICAL CENTER 

N OTES TO FIN AN CIA L STATEM EN TS 

N ote 8 - _Operating Leases (Continued) 

M inim um future rental paym ents under noncaneelable operating leases are as follow s 

Year Ending June 30 
2000 
2001 
2002 

See Note 6 coacerning capital leases 

N ote 9 - Pension Plan 

Plan Description 

$ 11,973 
11,973 
9,977 

$ 33,923 

The M edical Center contributes to the Parochial Em ployees' Retirem ent System of Louisiana, a Public 
Employee Retirement System (PERS), that is a cost sharing multiple-employer plan established by tile 
Louisiana legislature as of January 1, 1953, by Act 205 of 1952. The system was revised by Act No. 765 of 
1979, effective January 1, 1980, to replace the "regular plan" w ith the Plan B Fund of which the M edical 
Center is a participant. Plan B provides retirem ent and disability benefits and death benefits to plaza 
m em bers and beneficiaries. The Retirem ent System is governed by the Louisiana Revised Statues, Title 11, 
Sections 1901 through 2015, specifically, and other general laws of the State of Louisiana. 

The Parochial Em ployees' Retirem ent System of Louisiana, Inc. issues a publicly available financial 
statem ent report that includes financial statem ents and required supplem entary information for the Plan. 
That report m ay be obtained by writing the Parochial Em ployees' Retirem ent System of Louisiana, Inc., 
Post Office Box 14619, Baton Rouge, Louisiana, 70898-4619. 

Plan Funding 

Em ployer and em ployee contributions to the Pension Plaa arc established by state statute. For the years 
ended Dccember 31, 1998 and Decem ber 31, 1997, employees contributions are 2.5 percent and 2 percent, 
respectively, of covered wages in excess of $100 per mouth. Employer contributions are 2.5 percent of 
covered wages for the years ended Decem ber 31, 1998 and Decem ber 3 I, 1997. In addition to the 
aforem entioned contributions the tax collectors of various parishes contribute one fourth of one percent of 
all tax collections. 

- 14 
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N O RTH CADDO ttO SPITA L SERV ICE DISTRICT d/b/a N O RTH CA DDO M EDICA L CEN TER 

Note 9 - Pension Plan (Continued) 

N ote 10 

NOTES TO FIN ANCIAL STATEM ENTS 

The M edical Center's contributions to the Plan for the m ost recent three years are as follow s 

Year Ended June 30 
1999 
1998 
1997 

Am bulance Prooertv Taxes 

Percentage of 
A m ount Required Am ount 
$ 52,558 100% 
48,950 100%  
32,207 100%  

The M edical Center received $152,461 and $170,150 in property tax revenues for the years ended June 30, 
1999 and June 30, 1998, respectively. This revenue is used prim arily for the establishm ent, m aintenance 
and operation of an am bulance service for the residents of the N orth Caddo ltospital Serv ice District. Any 
revenues in excess of the am bulance service costs m ay be used for m aintaining, operating, and im proving 
the M edical Center. 

The property tax is assessed on January 1, levied not later than June 1, due by December 31, and liened on 

January 1 (one year after the assessment date). The Caddo Parish Sheriff Department collects the taxes. 
The property tax revenues are summ arized as follows: 

Property Tax A ssessm ent 
A llowance for Uncollectible A ssessm ents 
Property Tax Collected 

Adjustments, Interest and 
Prior Period Collections 
Property Taxes Reported 

Y ear Ended June 30 
1999 1998 

$ 168,228 
( 16,136) 
152,092 

369 
$ 152,461 

$ 184,973 
( 15,686) 
169,287 

863 
$ 170,150 

The am bulance service property tax levy expired in M ay, 1997. A renewal vote to extend the tax levy for 
an additional ten years w as held in M arch, 1997 and was approved. The renew ed tax levy w ill expire in 
M ay, 2007. 

N ote I 1- A dvertising 

Advertising costs for the years ended June 30, 1999 and June 30, 1998 are $7,158 and $6,789, respectively 

Note 12- Sienificant Estim ates 

As described at Note 3, estim ated allowances from accounts receivable for bad debts and contractual 
discounts and settlem ents have been provided. Due to uncertainties inherent in the estim ation of such 
allowances, it is at least reasonably possible that actual bad debts and contractual discounts and settlem ents 
that m aterialize in the near term could differ m aterially from the estim ates. 

- 15 
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NORTt I CADDO HOSPITAL SERVICE DISTRICT, d/b/a NORTIt CADDO M EDICAL CENTE 

NOTES TO FIN AN CIAL STATEM ENTS 

Note 12- Significant Estimates (Continued) 

As described at N ote 14, the M edical Center participates in the Louisiana I lospital Association M alpractice 
Insurance Trust Fnnd and W orkm an's Com pensation Group Self-lnsurance Fund. Due to uncertainties 
inherent in the estim ation of potential claim s, it is at least reasonably possible that actual claim s that 
m aterialize in the near term could differ materially from the estim ates. 

N ote 13- Rental Incom e 

The M edical Center leases office space in its Extended Services building to W illis-Knighton M edical Center 
under a 3-year operating lease that expires June 30, 2000. Rental incom e is presented in the statement of 
operations as nonoperaling revenue. Rental incom e for each of the years ended June 30, 1999 and June 30, 

1998 is $9,600. 

Note 14- Insurance 

N orth Caddo M edical Center is a participant of the Louisiana Hospital Association M alpractice Insurance 
Trust Fund and W orkm cn's Com pensation Group Self-Insurance Fund. These trust funds retrospectively 
set prem ium s for members based on the loss history of each entire group. The M edical Center expenses 
prem ium s paid to these m ulti-provider captive insurance com panies over the policy periods covered. 

According to the trust document for lhc Malpractice Insurance Trust (the "Trust"), participants are jointly 
and severally liable for the obligations of the Trust with the right of indenm ity among the participants for 
each participant's pro rata share of the obligation as form ulated in the trust docum ent. Each participant has 
this contingent assessm ent liability for the paym ent of actual losses and expenses incurred w hile a 
parlicipanl in the Trust, This contingent liability is not to exceed the am ount necessary  to m ake up trust 
fnnd deficiencies in the trust fund year in which the obligations were incurred, and such liability is not to 
exceed an am ount equal to the charges otherw ise due by such participant during such plan year. 

According to the trust document for the W orkmen's Compensatiou Group Self-lnsurance Fm~d (the 
"l~un6"), par'dcipan~.s are liable joi~'d~ a~d in s~lido for claims ,not paid p~rsuart~. '~o Subpart ~ of Part I of 
Chapter I 0 of Title 23 of the Louisiana Revised Statues of 1950, w ith the right of indem nity am ong the 
participants for each participant's pro rata share of the obligation as form ulated in the trust docum ent. Each 
participant has this contingent assessment liability for the payment of actual losses and expenses incurred 
w hile a participant in the Fund, but only to the extent that such losses and expenses are not paid by the 

excess coverage secured by the Fund. 

N orth Caddo M edical Center is a m em ber of the Louisiana Patient's Com pensation l:nnd and therefore 
under current Louisiana law its liability should be limited to the statutory maxbnum of $500,000, which is 
covered by a prim ary $100,000 with the Louisiana Hospital Association M alpractice and General 1,iability 
Trust and the additional $400,000 through the State of Louisiana Patient's Compensation Fund. 

M anagem ent does not believe that any significant contingent liabilities exist under these insurance 

arrangem ents. 
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N O RTtl CA DDO HO SPITA L SERVICE D ISTRICT. d/b/a N O RTH CADDO M EDICAL CEN TFR 

NOTES TO FINAN CIAL STATEM ENTS 

N ote 15- Noncash Capital and Related Financing Activities 

Exhibit 1) 
Page I I 

During the year ended June 30, 1999, the M edical Center entered into a capital lease for the acquisition of 
an AS/400 com puter system . The amount of the asset capitalized under this lease is $50,000. 

During the year ended June 30, 1998, the M edical Center received as a donation the addition of a new sign 
which was recorded as land im provements and contributed capital at the cost of the purchase to the donor, 
$3,723. 

During the year ended June 30, 1998, the M edical Center entered into tw o capital leases for the acquisition 
of a CT scanner and laser camera. The amounts of the assets capitalized under these leases are $186,680 
and $54,600, respectively. 

Note 16- Self-Funded Unem olovment Claim s 

N orth Caddo M edical Center becam e self-funded w ith respect to unem ploym ent claim s effective October 
1998. As a self-funded em ployer, the M edical Center m ust reim burse the Louisiana Department of Labor 
on a dollar-for-dollar basis for unem ployment benefits paid to form er em ployees. For the year ended 
June 30, 1999, the M edical Center reimbursed the Louisiana Department of Labor $393 for claim s paid on 
behalf of the M edical Center. 

The M edical Center signed a three-year contract with Temple Resource Management, Inc. (TRM ) for 
claims management services at an ammal cost of $2,000. TRM evaluates all claims, recommends 
appropriate action for all notices the M edical Center receives from the Louisiana D epartm ent of Labor, and 
audits the experience rates and unem ploym ent benefits charged to the M edical Center. 

M anagement does not believe that any significant contingent liabilities exist under this arrangement at 
June 30. 1999. 

N ote 17- Relaled Party Transactions 

O n A ugust 25, 1997, to expedite tile com pletion of patient charts and thereby im prove the M edical Ceuter's 
cash flow, the M edical Center approved a contract whereby the M edical Center agreed to share equally with 

tim Medical and Surgical Clinic (the "Clinic") the employment costs of a physician's assistant employed by 
the Clinic. On or about October 20, 1998, Dr. Stephen Taylor, a staff physician of the M edical Center, was 
appointed to the M edical Center's board of com m issioners. Dr. Taylor has a financial interest in the Clinic. 
I)uring the year ended June 30, 1999, the M edical Center continued the contractual arrangem ent w ith the 
Clinic w hile Dr. Taylor served on the M edical Center's board of com m issioners. 

l)uring the year ended June 30, 1999, while Dr. Taylor served on the M edical Center's board, thc M edica 
Centcr disbursed $23,537 to the Clinic for its share of the physician assistant's employment cost. 

N ote 18- G rant Incom e 

The M edical Center received $80,000 for the year ended June 30, 1999 from W illis-Knighton M edica 
Center as reim bursem ent for anesthesiology physician fees. The purpose of this grant was to help the 
M edical Center re-establish the obstetrics departm ent. 

- 17 



JO H N A , CASKgY, C ,P,A . 
JU DY E. M O NC R ~EF, C .P.A . 
M A RY W ELLS CAR M O DY, C ,~.A . 
N INA G. GLO RIOSO , C.p.A , 
J, A M Y H EM M INGS , C ,P.A , 
BA RBA RA BAYA H SIM PSO N , C .P.A 
M ELISSA W . W ATTS , C .P.A , 
M . A M A N DA O LIV lER , C ,P,A . 
M ATTH EW  R . M AY, C .P.A . 
JEN N IFER i'4. P UC KETT, C ,P,A . 
LIN DA K. B IB LE, C .p.A , 
S HEtLA F. NA~TIN . C ,P,A , 

C O LE, EVA NS (~ P ETERSO N 

FIFTH FLO O R TRAV IS pLAC E 

PO ST O FFIC ~ D RAW ER 1768 

S H R EV EPO RT, LO U IS IA NA 7 1166=1768 

October 29, 1999 

N DEPEN DENT AUDITORS' REPORT ON SUPPLEM ENTAL IN FORM ATION 

Board of (:om m issioners 
N orth Caddo Ilospital Service D istrict 

Vivian, Louisiana 

O ur audits of the June 30, 1999 and June 30, 1998 financial statem ents of North Caddo Hospital Service 
District, d/b/a North Caddo M edical Center were m ade for the purpose of form ing an opinion on the basic 
financial statements taken as a whole. Schedules 1 through 5 which follow are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audits of the basic financial statements and, in our opinion, is 
fairly stated in all m aterial respects in relation to the basic financial statem ents taken as a whole. 

The year 2000 supplem entary iuform atioa presented in Schedule 6 is not a required part of the basic 
financial statem ents but is supplem entary inform ation required by the Governm ental Accounting Standards 
Board. W e have applied certain lim ited procedures, which consisted principally of inquiries of management 
regarding the m ethods of m easurem ent and presentation of the supplementary information. However, we did not 
audit the inform ation and do not express an opinion on it. In addition, we do not provide assurance that the 
M edical Center is or w ill becom e year 2000 com pliant, that the M edical Center's year 2000 rem cdiation efforts 
w ill be successfid in whole or in part, or that parties with which the M edical Center does business arc or will 
bccom c ycar 2000 com pliant. 
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Schedule 2 

NO RTlt CADDO HOSPITAL SERVICE DISTRICT. d/b/a N ORTH CADDO M EDICAL CENTER 

GEN ERAl. AND ADM INISTRATIVE EXPEN SES 

FO R TH E Y EA RS EN D ED JUN E 30 1999 AN D JU N E 30. 1998 

General and Adm inistrative Salaries 
Professional Fees 
Telephone 
Insurance 
Em ployee Benefits and Payroll Taxes 
Supplies and O ther 

20- 

Year Ended June 30 
1999 

185,771 
35,608 
22,470 
96,704 
348,743 
124,557 
813,853 

1998 

180,453 
35,221 
28,374 
104,699 
347,105 
132,358 

328,210 



Schedule 3 

N ORTIt CADDO HOSPITAL SERVICE DISTRICT. d/b/a N ORTH CADDO M EDICAL CEN TER 

COM PEN SATION PAID TO M EM BERS OF THE BOARD OF COM M ISSION ERS 

Com oensation (includine oer dien 
Paid to Board M em bers 

V irgil G . M arlin 
Earl G . W illiam son, Jr 
Kenneth D. Clay 
Bob L. Bogan 
Robert G utb 
Helen Adger 
Stephen Taylor, M .D . 

FOR THE Y EAR EN DED JUN E 30. 1999 
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100 
1,800 
1,200 
1,000 
1,200 
1,100 
900 



Schedtde 4 

NORTI-1 CADDO HOSPITAL SERVICE DISTRICT. d/b/a NORTH CADDO M EDICAL CENTER 

Total G ross Revenue 

D iscounts and Bad Debts 

Cost and Expenses 

Net Income (Loss) 

Total ltospital Patient Days 

Adm issions 

npalient Revenue per Patient Day 

npatient Revenue as a Percent 
of Total Patient Revenue 

SUM M ARY OF OPERA TING RESULTS 

Year ended June 30 
1998 1997 1996 1995 

8,869,112 7,653,223 7,868,823 7,778,423 6,338,794 

4,050,930 3,482,442 3,478,210 3,577,532 2,602,090 

4,675,775 4,268,652 4,105,191 3,748,615 3,671 2=~29 

142,407 ( 97,871) 

2,964 

724 

1,849 

2,708 

692 

1.903 

285.422 

2,755 

682 

1,875 

452,27~ 

3,039 

726 

1.743 

65.475 

3,418 

754 

1,311 

63.97%  69.41%  67.91%  70.53%  73.99%  

Net Income (Loss) per Patient Day 48.05 (36.14) 103.60 148.82 19.16 

Net hlcome (Loss) as a Percent 
of Gross Patient Revenues 1.66% ( 1.32)% 3.75% 6.02% 1.08% 

N um ber of Days "Net Patient Revenues 
in N et Patient Receivables 68.11 64.89 82.94 89.28 68.70 

N um ber of Days N et Patient Revenues 

(W ithout M edicaid Disproportionate 
Share Payment) in Net Patient 
Receivables 74.59 68.67 82.94 89.28 68.70 

Average l,ength of Patient Stay 
in Days 4.09 3.91 4.04 4.19 4.53 
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Schedule 6 

N ORTH CADDO tlOSPITAL SERVICE DISTRICT. d/b/a NORTH CADDO M EDICAL CENTER 

Y EAR 2000 SU PPLEM EN TARY IN FORM ATION 

(UNAUDITED) 

The year 2000 issue is the result of shortcom ings in many electronic data processing system s and other 
electronic equipm ent thai m ay adversely affect the M edical Center's operations. 

The M edical Center has com pleted an inventory of com puter system s and other electronic equipm enl that 
m ay be affected by the year 2000 issue and that are necessary  to conducting the M edical Center's operations: 

The M edical Center expended $50,000 to make their financial reporting and payroll systems year 
2000 compliant. The hardware and software upgrades were validated and tested by the vendor. 

M edical equipm ent and building support system s have been validated and tested at nom inal cost 1o 
the M edical Center. 

Tax collecliou for the M edical Center is handled by 1he Caddo Parish Sheriff's Office. The Sheriff's 
Office is responsible for rem ediating this system , and is solely responsible for ally costs associalcd 

with this proiect. 

All other equipm ent and electronic data subm ission system s considered to be significant to 1he 
M edical Center's operations have been rem ediated, validated, and tested by the external vendor. The 
M edical Center has obtained letters from m ost vendors staling that tile equipm ent and/or system is 
year 2000 com plianl. 

Because of~he unprecedented nature of the year 2000 issue, its effects and the success of related 
rem edialion efforts w ill not be fully determ inable until tile year 2000 and thereafter. M anagem ent cannot assure lhat 
the M edical Center is or w ill be year 2000 ready, that the M edical Center's remediation efforts w ill be successful in 
wholc or in part, or that parties with whom the M edical Center does business will be year 2000 ready. 

See Independent Auditors' Report on Supplem ental Inform ation 
- 24 - 
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NDEI'ENDENT AUDITORS' REPORT ON COM PLIANCE AND ON INTERNAL CONTROL 
OVF, R FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEM ENTS 

PERFORM ED IN ACCORDANCE W ITH GOVERNM ENT AUDITING STAN DARDS 

Board of Com m issioners 
N orth Caddo I lospital Service D istrict 
V ivian, Louisiana 

W e have audited file financial statements of N orth Caddo ]tospital Service D istrict, d/b/a N orth Caddo 
M edical Center at and for the year ended June 30, 1999 and have issued our report thereon dated Octobcr 29, 1999 
W e conducted our audit in accordance w ith generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Com ptroller General of the United 
Slates. 

Com pliance 

As part of obtaining reasonable assurance about whether N orth Caddo Hospital Service D istrict, d/b/a N ollh 
Caddo M edical Center's financial statem ents are free of m aterial m isstatement, we performed tests of its com pliance 
with certain provisions of laws, regulations, contracts and grants, noncom pliance w ith which could have a direct and 
m aterial effect on thc determ ination of financial statem ent am ounts. However, providing an opinion on com pliance 

with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The 
results of our tests disclosed instances of noncom pliance that are required to be reported under Government Auditing 
Standards and which are described in the accompanying schedule of findings and questioned costs as Findings 99-1 
through 99-4. 

ntcrnal Control Over Financial Reoortim , 

In planning and perform ing our audit, we considered North Caddo ltospital Service D istrict, d/b/a N orth 
Caddo M edical Center's internal control over financial reporting in order to determ ine our auditing procedures for 
lhe purpose of expressing our opinion Oll tile financial statem ents and not to provide assurance on the internal contro 
over financial reporting. 
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Board of Com m issioners 
N orlh Caddo Hospital Service District 

October 29, 1999 
Page 2 

However, we noted certain m atters involving internal control over financial reporting and its operation that 
we consider to be reportable conditions. Reportable conditions involve matters com ing to our attention relating to 
significant deficiencies in the design or operation of the intern al control over financial reporting that, in our 

judgement, could adversely affect the M edical Center's ability to record, process, summarize and report financial 
data consistent with the assertions of m anagem ent in the financial statements. These reportable conditions are 
described in the accom panying schedule of findings and questioned costs as Findings 99-5 through 99-7. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the internal control 
com ponents does not reduce to a relatively low level the risk that m isstatem ents in am ounts that would be material in 
relation to the financial statem ents being audited m ay occur and not be detected w ithin a tim ely period by em ployees 
in the norm al course of perform ing their assigned functions. Our consideration of the internal control over financial 
reporting would not necessarily disclose all m atters in the internal control that m ight be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material 
weaknesses, tlowever, we do not believe the reportable conditions described above are m aterial weaknesses. 

This report is intended solely for the information and use of the Caddo Parish Com m ission, Board of 
Com m issioners, m anagem ent, and others within the organization and the Office of the Legislative Auditor for thc 
State of I,ouisiaua and is not intended to be and should not be used by anyone other than these specified parties. 

Cole, Evans & Peterson 
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October 29, 1999 

INDEPENDENT AUDITORS' SUM M ARY SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
For the Year Ended June 30, 1999 

W e have audited the financial statem ents of N orth Caddo Hospital Service D istrict, d/b/a N orth Caddo 
M edical Center at and for the year ended June 30, 1999, and have issued our report thereon dated October 29, 1999 
W e conducted our audit in accordance w ith generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Com ptroller General of the United 
States. Our audit of the financial statements as of June 30, 1999 resulted in an unqualified opinion. 

Section 1 - Sum m ary of Auditors' Report 

a. Report of Internal Conlrol and Com pliance M aterial lo the Financial Statem ents 

Internal Control 
M aterial W eaknesses - No Reportable Conditions - Yes 

Com pliance 
Com pliance M aterial to the Financial Statem ents - Yes 

b. M anagem eut Letter 

M anagem ent letter issued - N o 

Section 2 - Financial Statem ent Findings 

FIN DING 99-1 - Ethics Standards Concerninc, Parlicination in Certain Transactions lnvolvint~ the 
Governm ent Entity 

Requirement - La. Rev. Stat. 42:1112(A) - No public servant, except as provided in R.S. 42:1120, shal 
participate in a transaction in which he has a personal substantial econom ic interest of which he m ay be 
reasonably expected to know involving the governm ental entity. 
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l,a. Rev. Stat. 42:1112(B) - No public servant, except as provided in R.S. 42:1120, shall participate in a 
transaction involving the governm ental entity in which, to his actual know ledge, ally of the following persons 
has a substantial econom ic interest: 

(2) Any person in which he has a substantial economic interest of which he may reasonably be expected to 
know . 

(3) Any person of which he is an officer, director, trustee, partner, or employee. 
** * ** *** * * 

Condition - O n A ugust 25, 1997, to expedite the com pletion of patient charts and thereby im prove the 
M edical Center's cash flow, the M edical Center's Board approved a contract whereby the M edical Center 

agreed to share equally with the Medical and Surgical Clinic (the "Clinic") the employment costs of a 
physician's assistant em ployed by the Clinic. O n or about October 20, 1998, Dr. Stephen Taylor, a staff 
physician of the M edical Center, was appointed to the M edical Center's Board of Com m issioners. Dr. Taylor 
has a financial interest in the Clinic. During the year ended June 30, 1999, the M edical Center continued the 
contractual arrangement with the Clinic while Dr. Taylor served on the M edical Center's Board of 
Conm lissioncrs. 

Questioned Costs - During the year ended June 30, 1999, while Dr. Taylor served on the M edical Center's 
Board, the M edical Center disbursed $23,537 to tile Clinic for its share of the physician assistant's 
em ploym ent costs. 

Cause - The parties involved had the understanding that La. Rev. Stat. 46:1076, which specifically allows 
m em bers of the m edical staff of a hospital serv ice district to serve on the hospital service district's board, 
allowed the M edical Center to have a contractual arrangem ent with the Clinic provided Dr. Taylor recused 
him self from voting on m alters concerning that contractual arrangem ent. 

R ecom m endation - Either the contractual arrangem ent between the M edical Center and the Clinic should be 
term inaled or Dr. Taylor should resign from the Board. 

M anagem ent's Response - At the Septem ber 21, 1999 regular Board m eeting, it was unanimously voted to 
change Dr. Taylor's status from active board m em ber to functioning ex-officio board m em ber. Under this 
status, he w ill not have voting privileges or receive any type of paym ent. 

Tile M edical Center received an advisory opinion from the Louisiana Ethics Board dated October 19, 1999 
(Docket 99-617). It is management's understanding from this opinion that given Dr. Taylor's rcsiguation 
from the M edical Center's Board, the continuation of the contract w ith the Clinic does not present a violation 
of any provisions of the Ethics Code. 

FINDING 99-2 - Com puter Etluiom ent Acauired in Excess of$15.000 W ithout Lettin~ for Public Bid 

Requirement - La. Rev. Slat. 38:2212 (A)(l)(a)(i) - All public work exceeding tile contract limit as defined 
herein, including labor and m alerials, and all purchases of any materials or supplies exceeding lhe sum of 
fifteen thousand dollars to be paid out of public funds, to be done by a public entity shall be advertised and let 
by contract to the lowest responsible bidder who had bid according to the contract, plans and specifications as 
advertised, and no such public work shall be done and no such purchase shall be m ade except as provided in 
this Part. 
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Condition - The M edical Center acquired, by executing a capital lease, an IBM  A S/400 2129 Com puter 
Processor during the year ending June 30, 1999 without letting for pubic bid. 

Q uestioned Cost - The cost of ttle above-mentioned equipment was $50,000 

Page 3 

Cause - The M edical Center did not realize that it was necessary to let for public bid since the equipm ent was 
considered an upgrade to its com puter system . 

Recom m endation - This occurrence appears to be isolated. Corrective action is not practicable 

M anagem eut's Response - The in-hospital m anagem ent system was originally installed in 1988. The vendor 
was a partnership between I.B.M . for the hardware and Data System s M anagem ent for the software. This 
system was upgraded in 1993 when internal storage space was used up. The system was upgraded again in 
1998 ill order to be Y2K com pliant. Both of these changes were upgrades of the existing system . Technology 
changes, especially in com puter system s, require upgrades in order to both enhance and com ply. These 
upgrades are far less costly in both time and money than purchasing an entirely different system each time 
they becom e necessary. 

FINDING 99-3 - Construction Project Exceedin~ $100,000 Not Let Out for Public Bid 

Requirement - La. Rev. Stat. 38:2212 (A)(I)(a)(i) - All public work exceeding the contract limit as defined 
herein, including labor and m aterials, and all purchases of any materials or supplies exceediug the sum of 
fifteen thousand dollars to be paid out of public funds, to be done by a public entity shall be advertised and let 
by contract to the lowest responsible bidder who had bid according to the contract, plans and specifications as 
advertised, and no such public work shall be done and no such purchase shall be made except as provided in 
this Part. 

La. Rev. Stat. 38:2212 (A)(l)(d) - Tile term "contract limit" as used herein shall be equal to the sum of one 
hundred thousand dollars per project, including labor, materials, and equipment..., etc. 

Condition - The M edical Center renovated one wing of its hospital building to be used as an obstetrics 

department without letting for public bid. The total costs of the project were greater than the maxinaum 
amount allowed under 1,a. Rev. Stat. 38:2212 (A)(1)(d). 

Questioned Cost - The total cost of renovations were $130,817 

Cause - Tile M edical Center did not realize that it was necessary to let for public bid because the labor was 

being performed by regular maintenance employees and the total cost at the onset of the project was expected 
to be less than $100,000. 

R ecom m endation - This occurrence appears to be isolated. Corrective action is not practicable 

M auagem ent's R esponse -The renovation plans and cost were draw n up by an architectural firm that 
cslimated a cost of more than $400,000.00. Tile hospital maintenance department proposed that it could be 
done in-house for approximately $57,000.00. Because we chose to let the in-house maintenance departmcut 
do the renovation, we did not think it necessary to go to bid. As it turned out, the project went a little over the 
$100,000.00 lim it, but it was still far less than would have been expended with an outside contractor. 
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FINDING 99-4 - Bank Deoosits Held at Citizens National Bank Not Fully Collateralized w ith Oualifvin~ 
Securilies 

Requirem ent - La. Rev. Stat. 39:1221 requires bank deposits in excess of the FDIC insured am ount to be 
fully collateralized with certain types of interest bearing securities. Texas m unicipal bonds are not qualifying 
securities under this statute. 

Condition - Citizens National Bank pledged two Texas municipal bonds totaling $215,000 as collateral for 
the M edical Center's bank deposits. Texas m unicipal bonds are not qualifying securities under l,a. Rcv. Stat 
39:1221. As a result, $206,014 of the M edical Center's deposits at Citizens National Bank were not 
collateralized w ith qualifying securities at June 30, 1999. 

Cause - Citizens National Bank did not realize that Texas m unicipal bonds were not qualifying securities 

Recom m endation - The M edical Center should direct Citizens N ational Bank to replace the Texas m unicipa 
bonds w ith qualifying securities. 

M anagem ent's R esponse - On Septem ber 27, 1999 a notice w as sent by hospital adm inistration to First 
Am erican Capital M arkets w ith a copy to Citizens Bank and Trust in Vivian, Louisiana, instructing that lhe 
Texas securities be released and qualifying securities substituted. 

FIN DING 99-5 - Internal Control Reoortable f nharm acv invent 

Condition - During the course of our audit we noted that the doors to the pharm acy supply room arc not kept 
locked when unattended, and pharm acy supply carts are som etim es left unattended and unlocked in tile halls 
of the hospital. 

C riteria - A ccess to pharm acy supplies should be restricted to specific persons. 

Recom m endation - The M edical Center should establish policies to restrict access to tile pharm acy supplies 

M anagem ent's R esponse - Policies for restricting access to pharm acy supplies are already in existence. 
There are locks on the drug room and on the drug carts. Other than the pharm acist, access to the drug room is 

to be made ~  in the case of an emergency. These policies will be re-reviewed with the pharmacist and 
nursing service and any violation of the policies will be corrected im mediately. 

FINDING 99-6 - Internal Control Reoortable Condition - Selection of accounts receivable for transfer to the 
bad debt cateeorv is centralized in one oerson 

Condition - The M edical Center's adm inistrator periodically review s patient accounts receivable that are over 
180 days old and decides whether any of those accounts should be applied against the allowance for bad debts 
(i.e. transferred to the bad debt category). There is no policy that the accomats selected for transfer to the bad 
debts category be reviewed and approved by another person. 

C riteria - Accounts selected for transfer to bad debts should be review ed and approved by another person or 
persons not otherw ise involved in that process. 

Recom m endation - W e recom m end that a policy be established requiring the lists of accounts receivable 
selected for transfer to the bad debts category be approved by a person or persons not otherw ise involved in 
the selection process. 
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M anagem ent's Response - A policy has been established, designating Jean Harkness in the Business Office 
as the person to review the listing of accounts selected for bad debts. In the event that M s. Harkness is not 
available, Sharron Fussell, Business O ffice M anager, w ill serve in this capacity. 

FINDING 99-7 - Internal Control Reoortable Condition - Reconciliation of accounts receivable subsidiary 
edaer to ~eneral ledger control account is not successfully com nleted each and every m on 

Condilion and Effect - During the course of our audit we noted that although a reconciliation of the accounts 
receivable subsidiary ledger to the general ledger control account is attem pted each month, certain 
unidentified differences m ay be allowed to go unresolved. 

Criteria - A ll differences between the subsidiary accounts receivable ledger and the general ledger contro 
account should be resolved and corrected each m onth. 

Recom m endation - M anagement should assign som eone with the responsibility of review ing the 
recot~ciliation for com pleteness every  m onth. 

M anagcm ent's Response - The Business Office M anager has the responsibility of reconciling the accotmts 
receivable each m onth. Unfortunately, she suffered a serious accident during the fiscal year and was away 

from her job for a lengthy period of time. However, the reconciliation was performed and balanced up to 
Novem ber, 1998 when the com puter system was changed. Attempts each m onth since that tim e to reconcile 
were unsuccessful. The auditors found the discrepancy which was, indeed, attributable to the system change. 

Since the auditor's adjusting entry, the accounts receivable has been reconciled and balance successfully each 
and ever), m onth. 

Section 3 - Federal Award Findings and Questioned Costs 

N /A 
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N O RTI 1 CA DDO 110 SP1TAL SERVICE DISTRICT d/b/a N ORTH CADDO M EDICA L CEN TER 

M AN AGEM EN T'S SCHEDU LE OF PRIOR YEAR FIN DING S 
For the Y ear Ended June 30, 1999 

Section 1 - Internal Control and Com nliance M aterial to the Financial Statem ents 

Finding 98-1 - The total amount of deposits with Bank One at June 30, 1998 were not fully insured or 
collateralized with qualifying securities as required by La. Rev. Stat. 39:1221. 

Status - This condition has been resolved. On November 8, 1998, Bank One collateralized all of the 
M edical Center's deposits in accordance w ith La. Rev. Stat. 39:1221. 

Finding 98-2 - Reconciliation of accounts receivable subsidiary ledger to the general ledger control 
account was not successfully completed each and every mouth. Auditor recomm ended that a person be 
assigned the responsibility of reviewing the reconciliation for com pleteness every m onth. 

Status - This condition has not been resolved. Due in part to the extended absence of one em ployee, the 
successful com pletion of monthly reconciliations and review by a responsible person has not occurred 
each m onth. See Finding 99-7 of the Independent Auditor's Sum m ary Schedule of Findings and 
Questioned Costs for the Year Ended June 30, 1999. 

Section 2 - Internal Control and Com nliance M aterial to Federal Awards 

N /A 

Section 3 - M anaeem ent Letter 

N o findings during prior year 
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