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A NI)I!RSt!N 1] ,1' 

I~.EPO RT O F 1N I)EPI'LN I)EN T PU BLIC A CCO U N TA N I'S 

To tim Board of Cm m nissionm s of H ospital Service 
I)istrict N o. ] of Terrebonne Parish, 1.ouisiana: 

W e have audiled the accompanying balance sheets of Terrebonne General M edical Center (l Iospital Service 
I)istrict No. 1 of Terrebonne Parish, Louisiana, "the I lospital") as of March 31, 1999 and 1998, and the related 
statem ents of revenues and expenses, changes in fund balances and cash flows for the years then ended. 
These financial statem ents are tile responsibility of tile l ]ospital's m anagem ent. O ur responsibility is to 
express an opinion on these financial statem ents based on our audits. 

W e conducted our audits in accordance w ith generally accepted auditing slandalds and in accordance w ith 
tile standards for financial audits contained in Governm ent Auditing Standards issued by tile Com ptlollel 
(;eneral of the U nited Stales. Those standards require that w e plan and perform tile audit to obtain 
leasonable assurance about w hether tile financial statem ents are free of lnatelia] m isstatem enL An audit 
includes exam ining, on a test basis, evidence supporting the am ounts and disclosm es in tile financial 
statem ents. An audit also includes assessing the accounting principles used and significant estim ates m ade 
by lnanagem ent, as ",,,,ell as evaluating, the overall financial statem enl plesentation. W e believe that otn audils 
pro vide a reasonable basis fm our opinion. 

In our opinion, tile financial statem ents referred Io above present fairly, in all m aterial respects, tile financial 
position of the l Iospital, as of M arch 31, 1999 and 1998, and the lesults of its opm ations and its cash flow s for 
flw years then ended in conform ity w ith generally accepted accounting principles. 

The Year 2000 supplem entary inform ation is not a required part of the basic financial statem ents but is 

supplementaJy information required by tile Goverm))ental Accounling Standards Board (GAGB), and we did 
not audit and do *lot express an opinion on such inform ation. Further, w e w ere unable to apply to the 
infm m ation certain pro cedures plescribed by plofessional standards because disclosure criteria specified by 
GASB "l'echnical Bulletin 98-1 as am ended are not sufficiently specific to perm it m eaningful results from the 
plescribed procedures, b~ addition, w e do not provide assurance that tile 1 lospital is or w ill becom e 
Year 2000 com pliant, that tile Com m ission's Year 2000 rem ediation efforts w ill be successful in w hole or in 
part, or that parties w ith w hich the Com m ission does business are or w ill be Year 2000 com pliant. 

In accordance w ith G overnm ent A uditing Standards, w e have also issued a report on our consideration of the 
} lospital's compliance and internal control over financial reporting daled June 9,1999. 

N ew O rleans, l.ouisiana 

Jtme 9,1999 



CURRENT ASSETS 

TE.RREBONNE GENERAl. M EDICAI. CENTER 

BALANCE SHEF, TS 

A S O F M ARCI t 31 1999 AN t) 1998 

ASSETS 

Cash (Note 2) 
Patient accounts receivable, net of allow ance for doubtful 

accounts of $9,924,000 in 1999 and $7,044,000 in 1998 
listimated receivables under government payment programs (Note 1) 
hwentories (Note 1) 
Prepaid expenses 
O ther current assets 

Total current assets 

PP, OPERTY, PLANT AND EQUIPMENT AT COS]" (Note 1 ) 
1.and 
Buildings 
Equipm ent 
Construction-in-progress 

l.ess- Accum ulated depreciation 

BOARD-DESIGN ATED IN VESTM EN TS AN D 

OTl]ER ASSETS (Notes 1 and 3): 
Funds designated for plant replacem ent and expansion 
Funds held by trustee 
Other assets 

1998 

$ 5,530,640 $ 9A34,946 

17,975,867 
5,538,937 
3,299,013 

885,473 
1,336,540 

11,505,565 

1,644,898 
2,861,003 

823,431 
JA 64~ 9_7o4 

34~566,470 ~  2'7~ 42 

12,302,345 
63,467,032 
74,166,245 
4,764,3_62 

154,699,984 

.A72,818,5~  
81=881,477 

103,854,526 
12,046,374 

~ _
1_0,963,348 

12G_864,248 

The accom panying notes are an integral part of these financial statem ents 

11,037,384 
50,718,341 
67,677,164 

_
12,811,328 

142,244,217 

_ .fh6,116,139) 

_ _ZG128,078 

105,335,566 
4,o63,907 

_ _ 11,484,922 

_  J 20~888_4.395 

$224,747,020 



TERREBO N N I~ GEN ERAL M EDICAL CEN TER 

BAI,AN CE SI IEETS 

AS O F M A RCH 31 1999 A N D 1998 

13ABII.FI'IES A N [) FU N I) BA LAN CES 

CU RI(EN T 13ABILITIES: 
Accounts payable 
Accrued liabilities 
Current m aturities of long-term  debt 

Estimated payables under government payment programs (Note 1) 

I,ONG-TERM DEBT (Note 3): 
1 l ospital revenue bonds, net of discount of $1,373,658 in 1999 
N otes payable 

COM M ITM ENTS AND CONTINGENCIES (Note 5) 

FUND BALANCES (Note 1): 
D esignated for specific purposes 
N on-designated 

] 999 1998 

$ 4,992,081 
9,957,314 
2,121,755 

_  
1,662~890 

38,734,040 

52,376,342 
199~5~4 

$ 4,292,163 
10,390,215 
2,582,487 

_ _ 20~895~5,5,5412 

36,010,000 

. 2,0!G261 

_  
5_L~ 8Z6_ _ 38 0,0,0,~2G~26~1 

103,854,526 
68347.753 

~ oL279 

105,335,566 

~ Z%781 

165,915,347 

$ 243,312~'195 $ 224,747,020 

The accom panying notes are an integral part of these financial statem ents 



TERRI?;I~,ON N E GEN F.RAL M EDICAL Ct'2NTF.I{ 

STATEM ENTS OF REVEN UES AN D EXPENSES 

FOR Tt IE YEARS EN DED M ARC11 31 1999 A N D 1998 

NET Ie.EVENUE FROM SERVICES (Note 1) 

O Tt IER I~.EVtV.N UE, net 

Total net operating revenues 

O I'ERATIN G EXI'EN SES: 

Salaries, wages and benefits (Nole 4) 
Supplies 
Purchased services 
Professional fees 
l)epreciation and am ortization 
Interest expense 
l'rovision for bad debts 
O lher 

Total operating expenses 

IN CO M E FF.O M  O I'ERATIO N S 

NON~OI'I~RATING INCOM E (Note 1): 
ll/ves| n/ent incom e- 
Funds held by trustee 
O ther, including unrealized gain on investlnenks 

Total non-operating incom e 

I~.I?.VF.N UI~.S IN EXCI';SS O F EXI'EN SES BEFO RE EXTRAO RDIN ARY LO SS 

F.XTRAORDIN AI~.Y l .(Y3S (Note 3) 

$111,807,103 $114,127,428 

8~_O_G li 4 
119,813,257 

57,212,186 
26,579,286 
9,225,844 
3,936,074 
9,786,331 
2,957,234 
2,951,518 
5,817,209 

_  ~ 7,7 75G 826 

_ !?LSk~25_4 

54,814,451 
23,690,654 
10,242,384 
4,282,655 
8,499,492 
2,901,721 
2,026,221 
4,723,768 

118,465,682 . 1~ !81~340 

_ ~ 3A 7,57~ 5_ 

59%120 
4,149,237 

4,739,357 

6,086,932 

10.703.908 

281,621 

17,889,971 

~g3L414 

RI~;VENUIT, S IN EXCESS OF I:'.XPENSES $ 6,086,932 ~; 16,058,557 

The accom panying notes are an integral part of these financial statem en'~s 



TERREBON N E G/qN ERA L M EDICAl, CEN TER 

ffI'ATEM F.NTS OF C1 IAN GES IN FUN D BAt.AN CE~ 

q~ TI tE yF.ARS EN DED M ARCH 31 1999 AN D 1998 

BA 1.AN CE, M arch 31, 1997 

Revenues ill excess of expenses 
Transfers of funds 

BA1.AN CE, M arch 31, 1998 

Revenues ill excess of expenses 
Transfers of funds 

BAI.AN CE, M arch 31,1999 

D esignated 
for Specific 
Pt~  

$ 98,069,098 

8,418,394 

105,335,566 

5,906,938 

_ ~ (7 3.38~87 978) 

.$.10.3,854.526 

N ml-designated 
Funds 

$ 51,787,692 

7,640,163 
1j 51,9_26 

60,579,781 

179,994 
7.387.978 

Tota 

$149.856.790 

16,058,557 

165,915,347 

6,086,932 

$ fi8.14Z753 $172.002.279 

The accom panyJ ~g ~otes are an integral parl of these financial stalem enls 



O PERATIN G A CI"IVFI'IES 

TERREBO N N E G EN ERAL M ED ICA L CEN TER 

STATEM EN TS O F CASt 1 FLO W S 

FO R TIlE YEARS EN I)EI) M ARCtl 31,1999 A N D 1998 

lncom e from operations 
Adjustments to reconcile revenues in excess of expenses to 
net cash provided by (used in) operating activities- 
Depreciation and am ortization 

Gain (loss) on sale of equipment 
Increase in patients accounls receivable 
Increase in governm ent program leceivables 

(Increase) decrease in oflmr current assets 
Increase in inventory 
Increase in prepaid expenses 

Increase (decrease) in accounts payable 
Increase (decrease) in accrued liabilities 
Decrease in governm ent program payables 

Net cash provided by (used in) operating activities 
CAPITAL AN D REI.ATEI) FIN AN CIN G ACTIVITIES: 
Purchase of properly, plant and equipm ent, net 

N O N -CAPITA 1. A N t) RELATED FIN AN CIN G A C I'IVITIES 
N et increase in investm ents and other long-term assets 
Extraordinary loss on bond refinancing 
Educational endow luent and other 

Net cash used in non-capital and related financing activities 

IN VF.STIN G A CTIVITIES: 
Principal paym ents on 1988 1 lospital bonds 
Increase in ttospital revenue bonds payable, net of discount 
Principal paym ents on 1998 1 lospital bonds 
Principal paylnents under capital lease and other long-term  
debt obligations 

N on-operating interest revenue, net 

N et cash provided by investing activities 

NET INCRF.ASE (DECREASF.) IN CASI 1 
CASI1 AT BEGIN N IN G O F YEAR 

CASI t AT EN D O F YEAR 

$ 1,347,575 $ 10,703,908 

9,786,331 

(11,900) 
(6,873,247) 
(3,894,039) 
128,164 

(438,010) 
(62,042) 
699,918 

(432,901) 
(1,877,657) 

8,499,492 
4,000 

(1,415,224) 
(810,754) 

(1,029,306) 
(43,792) 
(86,897) 
(771,254) 
1,370,537 

(17~ 147) 

(1,627,808) 16,243,563 

(14,438,230) (12,094,428) 

(6,652,957) 

__  (732,499) 

(7,385,456) 

(4,019,331 ) 
(1,831,413) 

_ ._  _ (6Z0~619) 

(6,521,363) 

(37,260,000) (1,165,000) 
54,071,341 

(830,000) 

(1,892,458) 
5.458.305 

19~ _54L !88. 

(3,904,306) 
9,434,946 

$ G 5~30,640 

The accom panying notes are au integral part of these financial statem ents 

(1,819,380) 
_ 5;~ 77Q 

_  ~ 390 

239,162 

_ _ 9~lqSJ 84 

9,434,946 



TEI~,RI(BO N N E GEN ERAL M ED ICAl 

N OTES TO FIN AN CIAL STATEM EN TS 

M ARCI 1 31 1999 A N D 1998 

1. SUM M ARY O F SIG N IFICA N T A CCO U N TIN G PO I.1CIES 

O iG anization and Basis of Presentation 

Terrebonne General Medical Center (the Hospital) is owned by 110spital Service District No. 1 of the l'arish of 
Terrebonne, State of Louisiana (the District), a political subdivision of the State of Louisiana. The l)istrict is 
exem pt from  Federal incom e taxation as a political subdivision of the State of Louisiana and, accordingly, the 
accom panying financial statem euLq do not include any provision for incom e taxes. The H ospital reports in 
accoldance with generally accepted accounting principles (GAAP) as specified by the American Institute of 
Certified Public Accountants' (AICPA) "Audits of Providers of Health Care S:'rvices" and, as a governmental 
entity, also provides certain disclosures required by the Governm ental Accounting Standards Board. 

To finance the construction of a 261-bed facility (license increased to 321 beds effective March, "1999) to replace 
the previous facility, the District issued revenue bonds of $27.3 m illion and the Parish issued sales tax bonds 
of $20.0 million on April 1, "1981 (collectively the 1981 Bonds). The Hospital issued $42.6 million of revenue 
lefunding bonds in 1985 (the 1985 Bonds) to retire the 1981 Bonds. The 1 lospital issued $47.3 million of 
revenue refunding bonds in fiscal 1989 (the 1988 Bonds - see Note 3) to defease the 1985 Bonds. The I lospital 
issued $55.4 million of revenue refunding bonds in fiscal 1999 (the 1998 Bonds - see Note 3) to defease 1988 
Bonds. A s of M arch 31, 1999, all of the 1981 Parislr sales tax bonds and the 1985 bonds have been retired or 
called fol redem ption, thus none of the bonds fi'om these issues rem ain outstanding. The rem aining 1988 
Bonds outstanding were called for redem ption in June, 1998. 

The H ospital classifies funds as either designated or non-designated. Designated funds have been designated 
for specific purposes by the H ospital Board or donors. Gifts, grants and bequests not designated by donors 
for specific purposes are reported as non-operating inconre. Gifk~, grank~ and bequests designated by donors 
for a specific purpose are reported as additions to designated funds. 

Inventory 

Inventories are stated at the low er of cost, determ ined on a first-in, first-out basis, or m arket 

]llvestnlenis and O l.ber Assets 

Investments and other assets are stated at market value (see Note 2) 
operating levenue. 

hw estments are recorded at fair value iu accordance w ith Governm ental Accounting Standards Board 
Statement No. 31 (GASB 31), "Accounting and Financial Reporting for Certain hwestments and for External 
hw estment Pools." I)uring 1999, the I lospital adopted GASB 31 and, based on the statem ent guidelines, 
recorded the effect of tl~is adoption for all periods presented. The unrealized loss on investm e~rts as of 
M arch 31, 1997 of $862,164 was recorded as a reduction in fund balance at M arch 31, 1997. Unrealized gains 
reflected in Other Non-Operating Incom e, were $2,260,912 in 1998 and $13,551 in 1999. 



O ther assets include the H ospital's equity investm ent ill a m al~aged care organization purchased in fiscal 1997 
(see Note 3); deferred financing costs associated with the 1998 (see Note 3) at M arch 31,1999; various 
iuvestments held in conuection with employee retirement plalls; and $585,700 in certificates of deposit which 
are pledged as securily under various insurance plans. Deferred financing costs associaled w ith tim 1988 
Bonds w ere included in O ther A ssets on M arch 31, 1997, but w ere w ritten off at M arch 31, 1998 in connection 

with the defeasance of these bonds (see Note 3). 

Propelty is recorded at acquisition cost, including interes! expense capitalized during construction. N o 
interest w as capitalized in 1999 or 1998. Depreciation is provided using the straight-line m ethod based on the 
estim ated useful lives of the assets, w hich range from 5 to 25 years. 

Statem ent of Revenues and Expenses 

For purposes of display, transactions deemed by management to be ongoing, major or central to tim provision 
of healthcale services are included in Incom e from O perations; all peripheral transactions are reported as 
N on-operating Incom e. 

N et P, evenue From Services and Related P, eceivables 

The I lospital provides medical services to govermnent payment program beneficiaries (approximately 66% of 
gross patient levenues w ere derived from  services furnished to M edicare and M edicaid program 

beneficiaries) and has agreements with other third-party payors that provide for payments al amounts 
differerlt from iLq established rates. Paym ent arrangem ents include prospectively determ ined rates per 
discharge, reim bursed costs, discounted charges and per diem paym ents. N et patient service revenue is 
reported at the estim ated net realizable am ounts from patients, third-party payor and others for services 
rendered. 

Retroactive settlem ents are provided for in som e of the goverm nent paym ent program s outlined above, based 
upon alulual cost reports; such settlem ents are estim ated and recorded as am ounts due from such program s 
in the financial statem ents. The difference betw een these estim ates and final determ ination of am ounts Io be 

leceived based on audits by fiscal intermediaries is reported as an adjustment to net patient revenue when 
such determinations are made. M anagement believes that tim effect of any such adjustmeuts that may be 
made to cost reports subject to review at March 31, 1999 will not be material to the Hospital's financial 
positim ~ or results of operations. 

The 1 lospital is unable to predict tile future course of Federal, state and local regulation or legislation, 

includihg M edicare and M edicaid statutes and regulations. Future changes could have a m aterial advm se 
effect on the future financial results of tile I Iospital. 

~  [~J3~ i~ y Benefits 

Sorvices provided to the indigent and benefits provided to the broader com m unity by the I lospital fur the 
years ended M arch 31, 1999 and 1998 are sum m arized below : 

1999 1998 

Traditional charity care 

tenefits for tim Broader Com m unity- 

Unpaid costs of goverm nent program s 
O ther com m unity benefits 

~ 700~000 $ 3~132,000 

5,878,741 

7,729,283 

~; 11,429,283 

4,359,108 
2.910.396 

7~269~504 

$10,401,504 



Benefits fm tile indigent Jepresent charges for services provided to persons w ho cannot afford healihcare 
becatlse of inadequate resources or w ho are uninsured. 

Benefits for tim broader com m unity include tim unpaid cost of treating M edicare and M edicaid beneficiaries 
in excess of governm ent paym ents and services provided to other needy populations that m ay not qualify as 
indigent but that require special services and support. Exam ples include tim cost of health prom otion al~d 
education, an assistance program for the elderly, health clinics and screenings, and ground am bulance and air 
am bulance services, w hich benefit the broader com m unity. 

Com m unity benefit expenses appro xim ated 10% and 9% of the ] lospital's total operating expenses for 1999 
and 1998, respectively. 

N on-oDeratin~ lncom e 

N on-operating incom e includes incom e earned on board designated i w estm e ~ts, gifts and bequests, and 
those asseks w hose use is lim ited under bond agreem ents. 

Reclassifications 

Certain reclassifications have been m ade to prior year balances in order to conform  to the current },ear 
presentation. 

2. IN VESTM EN TS 

Credit Risk Cateeo 

(1) (2) (3) 

Securities Type: 
U.S. Government obligations $ 
Cash and cash equivalents, 
certificates of deposit and 
accrued interest receivable 59,260~ 4432 

Carrying 
A m ount 

$62,171,108 $ $ 62,171,108 

$59,260,4.32 $62,171,108 $ 

59,260,43 2 

~$J21,431,540 



Louisiana state statutes authorize the 1 lospital to invest in oblif,,ations of the U . S. Treasury and other Fedela 
agencies, tim e deposits w ith state banks and national banks having their principal offices in tile state of 
1.ouisiana, guaranteed iuvestm ent contracts issued by highly rated financial institutions and certain 
investm ents w ith qualifying m utual or trust fund institutions. D uring tile years ended M arcia 31, 1999 and 
]998, the l lospital invested prim arily in m oney m arket funds and securities issued by tile U .S. Treasury and 
other Federal agencies. The H ospital's investm ents in U. S. Governm ent obligations are registered 
inveshnents held by llle I Iospital or its agent in tile H ospital's nam e. 

Trusteeqreld investm ents consist prim arily of funds invested through a trustee ira qualifying ilw eshnents as 
specified in the applicable revenue bond resolution. The 1988 Bond Agreement (see Note 3) requires the 
110spital to m aintain a bond reserve fund at specified levels which m ay be used by the trustee as necessary to 
fund paym ents of principal and interest to tile bondholders. Through M arch 31, 1999, tile ] lospital has 
properly funded paym ents due for principal and interest on the bonds and, accordingly, the funds in tire 
reserve fund have not been utilized for these purposes. 

The majority of the 1 lospital's investments are classified as non-current because tile Ilospital has the intent 
and ability to hold these securities until their m aturity. 

3. LO N G-TI~,F,M  D EB1 

1.ong-term debt at M arch 31, 1998 consisted prim arily of the 1988 Bonds w hich w ere term bonds, bearing 
interest at 7.5% w hich required the l lospital to fund total debt service ranging from approxim ately $3.8 to 
~ .0 million annually from 1998 through 2015. The 1988 Bonds were secured by a pledge of all accounts 
receivable and revenue, after operating expenses, derived by the H ospital. During fiscal year 1998, the 
1 lospital began the plocess of issuing tile Series 1998 Bonds to finance the acquisition and construction of 
im provem ents, renovations and extensions to the H ospital, refund tile 1988 Bonds and pay for the costs of 

issuing tl~e bonds. The 1988 Bonds were called for redemption in June, 1998. The ]998 bonds were issued as 
serial bonds bearing interest at rates ranging from 4.0% to 5.4%, w ith sem iannual interest paym ents due A pr 
and Oelo~x'r 1 of each year beginning A pril 1, 1999. The bonds m ature in varyirlg installm ents lhrough 2028, 

and are subject to mandatory redemption through a sinking fund which requires the llospital to fund debt 
service of approxim ately $3.7 m illion annually from 1999 to 2029. The 1998 Bonds are secured by a pledge 
and assignm ent of all revenues, after operating expenses, derived by the H ospital. U nder tire term s of the 
bond agreem ent, certain m aturities of principal due on the bonds, as w ell as interest accruing on the bonds, 
m ust be funded to the Trustee prior to actual paym ent to the bondholders. An extraordinary loss on the 
extinguishm ent of debt w as recorded as the loss w as probable and the am ount w as determ ined at M arch 31, 
1998. 

During fiscal 1997, the I Iospital purchased a 17% interest in a m anaged care organization for" approxim ately 
$10,000,000; $5,000,000 of which is payable over 3 years without interest. The Hospital has also issued a note 
payable ira connection w ith another acquisition w hich bears interest of 5.5% and is payable in m onthly 
instalhuents of principal and interest through June, 2001. 



M at.rit es of o lg-lerm debt are as follow s 

Fiscal Year 

2000 
2001 
2002 
2003 
2004 
2005-2030 

Tota 

1998 
Revenue 
Bonds 

$ 865,000 
905,000 
945,000 

99G000 
1,035,000 

49~8_875,900 

$1,256,755 
158,525 
41,009 

Total 

$ 2,121,755 
1,063,525 
986,009 
990,000 

1,035,000 

49,8750~Q~_00 

$ 54,6~ 5,000 $1A56,289 ~ 56,0d!,282 

Cash interest payments on all debt were approximately $3.0 m illion in 1999 and $2.9 m illim~ in 1998 

P1 ,AN 

The l lospital has a contributory m oney accuinulation pension plan covering substantially all of its full-tim e 
em ployees. Plan participants are required to contribute 2% of their m onthly earnings to the pension plan. 
The l lospital contributes am ounts equal to 5% of tim participant's salary to the plan. Pension expense w as 
approxim ately $1,323,000 in 1999 and $1,290,000 in 1998. 

5. CO M M ITM EN TS A N D CO N TIN G EN CIF, S 

The Stale of Louisiana enacted legislation in 1976 fl~at created a statutory lim it of $500,000 for each m edical 
professional liability claim and established the 1.ouisiana Patient Coinpensation Fund (State Insurance Fund) 
to pro vide professional liability insurance to participating health care providers. The constitutionality of the 
statutory lim it has been, and continues to be, challenged, but these challenges have been unsuccessful to date 
The l lospital participates in tim State Insurance Fund, which provides up to $400,000 coverage foJ settlement 
am ounts in excess of $100,000 per claim . The l lospital is self-insured with respect to tim first $100,000 o1 each 
claim (up to an annual deductible of $1,000,000) and has excess insurance coverage with an annual aggregate 
limit ($21,000,000 in 1999). M alpractice suits involving claims of varying amounts have been filed against the 
l Iospital by various claim ants. The actions are in various stages of processing and som e m ay ultim ately be 
tried before juries. As any legal proceeding involves an element of risk, counsel is unable to precisely predict 
the ultim ate outcom e of the suits com m enced. A dditional claim s m ay be asserted arising from services 
provided to patiezds during 1999 and prioc yea~s. Although the ttospital is u nable to determ ine precisely the 
ultim ate cost of the settlem ent of such claim s, the llospital's adm inistration believes thai the effect of such 
settlem ents, if any, w ill not be m aterial to the financial position of the 1 tospital. 

The l lospital has been nam ed as a defendant in various legal actions arising from norm al business activities in 
w hich dam ages in various am ounts are claim ed. The am ount of ultim ate liability, if any, w ith respect to such 
m atters cannot be determ ined, but m anagem ent believes that any such liability w ould not have a m aterial 
effect on the l Iospital's financial position. 

The healthcare industry is subject to numerous laws and regulations o1 Federal, state and local govern ments. 
These law s and regulations include, but are not necessarily lim ited to, m atters such as liceusure, accreditation 
govermnent healthcare program participation requirem ents, reim bursem ent for patient services, and 
M edicare and M edicaid fraud and abuse. In recent years, governm ent activity has increased w ith respect to 



investigations and allegations conceruing possible violations of fraud and abuse statutes and regulations by 
healthcare providers. Violations of these law s and regulations could result in expulsion fron~ govern m ent 
healthcare program s together w ith the im position of significant fines and penalties, as w ell as significant 
repaym ents for patient services previously billed. M anagem ent believes that the I tospital is in com pliance 
w ith fraud and abuse as w ell as other applicable goverm nent law s and regulations. Com pliance w ith such 

laws and regulations can be subject to future govermnent review and interpretation as well as regulatory 
actions uiIknow u or unasserted at this tim e. 

The t tospital leased a portion of its facilities to an unrelated party who provided psychiatric and chem ical 
dependency treatm ent services. The lease agreem ent provided for a tw enty-year term , through 2006, w ith 
one renew al option for tw enty years; how ever the lease w as term inated on M arch 15, 1999. The 110spital also 
provided other services to the lessee, w hich w ere billed separately. Revenue from these services totaled 
approxim ately $843,000 in 1999 and $944,000 in 1998, which is included iu other operating revenue in the 
accom panying statem ents of revenues and expenses. 

As of M arcia 31, 1999, the J lospital has budgeted approximately $55,412,000 for new equipment, building 
rev*ovatJons aJ~d other acquisitions of which approxim ately $29,230,000 is expected to be fuuded in fiscal 2000 



SU PPLEM EN TA L YEAR 2000 IN FO RM ATION 

Tim ] lospital has instituted and m aintained a com prehensive program to ensure that the 1 lospital w ill be 
Year 2000 ("Y2K") compliant. This due diligence effort is directed ]lot only at internal systems but also at 
external system s such as outside product vendors. The Y2K program is structured in two independent yet 
integrated focal points : Life Safety/Medical Devices and Information Systems. Two committees, the Safety 
Com m iltee and the M anagem ent of Inform ation Com m ittee, w ere vested w ith tile authority and 
responsibility to perform due diligence in regard to Y2K issues. The H ospital began w orking on the year 2000 
project in 1996 and the Hospital has replaced and upgraded systems as part of its normal capital 
replacement/upgrade program. 

A w areness 

General aw areness of Year 2000 issues w as brought to light in 1996 during an outside consulting engagem ent 
w hich provided an assessm ent of the 1 ]ospital's inform ation technology and establishm ent of a strategic 
inform ation plan. This engagem ent resulted in a decision to replace the llospital's core inform ation system s. 

Tim 1 lospital has been aware of the various Y2K risks and has budgeted funds for specific projects since 1996 
and has budgeted additional non-specific em ergency funds. 

Tim  l,ife Safety Com m ittee established an inventory of all date-sensitive m edical devices. This list w as 
prepared w,ith the assistance of vendor inform ation provided by Prem ier Inc., tim ] tospital's m ain group 
purchasing organization. The list indicates item s w hich are Y2K com pliant, item s for w hich w orkaround is 
available, and item s w hich are not com pliant. The 1 lospital estim ates that approxim ately 96% of its m edica 
devices are Y2K com pliant w ith the rem aining 4 % scheduled for change out or w orkaround prim to m at 
1)ecem ber 31, 1999. 

A dditionally , a list of all equipm ent in the ] ]ospitaI w as sorted by departm ent and each I)epartm ent M anaj,er 
has provided an analysis of w hether the equipm ent is com pliant. "l'his process w as redundant in the case of 
inform ation system s and biom edical equipm ent, however, it w as decided by form al policy to delegate to each 
1)epartm ent M anager the responsibility of going through each item in their respective department and 
signing off as to w hether a Y2K issue exists. ]'he result of the inventory report indicates that approxim ately 
97% of tim H ospital's equipm ent is either not affected or Y2K com pliant w ith tim rem ainin g 3% has been 
scheduled for replacem ent or w orkaround. 

The l lospital generally purchases softw are packages rather than developing in-house softw are code. 
Therefore, the l lospital is generally not required to actually remediate (change code), but rather to install and 
lest versions of vendors' softw are packages that are Y2K-ready. This process is part of detail planning and 
im l~lem entation and has been under w ay since "1996. The Itospital's core inform ation system s w ere converted 
on April 1, 1998 and believed to be Y2K com pliant now . In addition, certain ancillary system s v,,m e approved 
to be replaced in the 1998 budget and these system s are now either on line or scheduled for go live by 
Septem ber, 1999. The H ospital's M anagem ent of hfform ation Com m ittee has provided the leadership in the 
replacem ent of these system s. This com m itlee has been m eeting biw eekly since 1997 to discuss inform ation 
m anagem ent issues, including Y2K progress. 



Since early ] 998, all purchase orders, bid specifications, request for proposals and contracts, regardless of 
whether tile purchase related specifically to fixing a Y2K problem , have required w arranty and 
representations from the vendor assuring tile equipm ent or device is Y2K ready. As noted previously, m any 
of tile H ospital's Y2K issues have been addressed through routine replacem ents and upgrades included in the 
zegular capital budget replacem ent process. 

For each affected m edical device, the H ospital has been in the process of either purchasing upgrades or 
developing w orkarounds. Resources em ployed to perform rem ediations are draw n either from the ] lospital's 

own biomedical staff, specified departmental staff, and/or company biomedical representatives. All 
rem ediations are specifically docum ented and logged. 

Validation/Testing 

Medical devices are very diverse in nature and the methods employed to validate them are just as varied. All 
testing and validation procedures are both docum ented and logged. In rare cases, validation testing has been 
identified by the m anufacturer as being both prohibitive and counterproductive. ]n such cases, the l lospilal 
has con]plied w ith the m anufacturer's recom m endations and, as a substitute, has obtained explicit 
docum entation explaining the technical issues at hand and containing a form al statem ent of responsibility 
froln the 1]lalaufacttlrers. 

D ue to the unprecedented nature of the Year 2000 issue, its effects and tile success of related rem ediation 
efforts w ill not be fully determ inable until the Year 2000 and thereafter, and m anagem ent cannot assure that 
the ] ]ospita] or those w ith w hom tile H ospital conducts business w ill be fully com pliance. 



A I<It IUIe, A NI)ERSEN l.l ,1' 

P,H 'O P, T O N CO M PI,IA N CE AN D O N IN TERN A L CO N TRO L O VER FIN AN CIAl, 
RF, POP, TIN G BA SEl) O N A N AU DIT O F FIN A N CIAL STATEM EN I'S PERFO I~.M ED IN 

ACCO RD A N CE W ITI1 GOVERN M EN T A U DrflN G STAN DA RDS 

To tile Board of Com m issioners of 
1 Iospital Service District N o. 1 of Terrebonne Parish, Louisiana 

W e have audited the financial statements of Terrebonne General Medical Center (the Hospital), as of and for 
the year ended M arch 31, 1999, and have issued our report thereon dated June 9,1999. W e conducted our 
audit in accordance w ith generally accepted auditing standards and the standards applicable to financial 
audits contained in G overnm ent A uditing Standards issued by the Com ptroller G eneral of the U nited Stales 

Com pliance 

As part of obtaining reasonable assurance about w hether the t lospital's financial statem enks m e free of 
m aterial m isstatem ent, w e perform ed lests of its com pliance w ith certain provisions of law s, regulations, 
contracts and grants, noncom pliance w ith w hich could have a direct and m aterial effect on the determ ination 
of financial slatem ent am ounts. Itow ever, providiug an opinion on com pliance w ith those provisions w as not 

an objective of our audit and, 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 under Governm ent Auditing 
Standards. 

In planning and perform ing our audit, w e considered the I lospital's internal control over financial leporting 
in order to determ ine our auditing procedures for the purpose of expressing our opinion on the financial 
statem ents and not to provide assurance on the internal control over financial reporting. O ur consideration of 
the internal control over financial reporting w ould not necessarily disclose all m atters in tile inlernal contro l 
ovex financial reporting thai m ight be m aterial w eaknesses. A m aterial w eakness is a condition in w hich the 
design or operatiou of one or m ore of the internal control colllponeuts does not redtlce to a relatively low level 
the risk that m isstatem enks in am ounts that w ould be m aterial 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 tile norm al course of 
perform ing their assigned functions. W e noted no m atters involving the internal control over financial 
repo*ling and its operation thai w e consider to be m aterial w eaknesses. 

This reporl is intended for the inform ation of tile Board of Com m issioners, m anagem ent and federal 
aw arding agencies and pass-through entities. 1 low ever, this report is a m atter of public record and its 
distribution is not lim ited. 

N ew O rleans, Louisiana 
June 9,1999 



June 16,1999 

M r. Leonard D oucet 
Chief Fin ancial Officer 
Terrebonne G eneral M edical Center 
936 East M ain Street 
H oum a, LA 70360 

Dear Leonard: 

A s part of tile audit of th e financial statem ents of Terrebonne G eneral M edical Center for th e 
year ended M arch 31, 1999, w e considered the H ospital's internal control structure in  
determ inin g th e scope of our audit procedures for file purpose of rendering an opinion on the 
fin ancial statem ents. W hile our purpose w as not to provide assurances on the internal control 
structure, w e noted the m atters listed below w hich w e w ant to discuss w ith  you. 

M onilorin~ of M SO Receivable A llow ance 

The t tospital provides billing and collection services for various physician practices and 
receives fees based on a percentage of the am ounts collected by H ospital personnel for 
these practices. Fee revenue is calculated and accrued based on the am ount billed less 
any contractual and bad debt reserves w hich are based on collection history. W e noted 
that the estim ated reserves on these receivables recorded at M arch 31, 1999 w ere 
understated although overall reserves w ere adequate. M anagem ent inform ed us that a 
review and reconciliation is perform ed periodically to update reserves based on recent 
collection statistics. Because of the rapid changes being experienced in this area, 
how ever, w e reconm ~end that the H ospital perform  this review  and reconciliation m ore 
frequently, such as m onth ly or quarterly, to ensure that the reserve percentage used to 
calculate the receivable is based on current collection data and th e appropriate H ospital 

reserves for uncollectables are m ain tain ed. 

M anagement Response 

M anagement agrees with and will implement this suggestio 

Travel and Entertainlnent 

W e noted several m inor exceptions from  established ltospital policy in our testing of 
travel and entertainm ent procedures. These issues, w hich did not conslitute violations 

of law , w ere com m unicated to m anagem ent in a separate report. 



M r. Leonard D oucet 
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June 16,1999 

M ana~ement Response 

Management has reviewed this report and is taking applvpriate action to fi)llow up on these 
item s. 

haform ation System s 

O ur review of fire H ospital's inform ation system  functions revealed several areas in 
w hich the H ospital could enhance the efficiency or effectiveness of its inform ation 

system s functions. These observations w ere com m unicated to m anagem ent in a 
separate report to assist the H ospital in its efforts to im prove efficiency and effectiveness 
in these areas. 

M anagemen t Response 

Management has reviewed this report and is taking appropriate action to follow up on these 
items. 

W e appreciate the courtesies and cooperat'ion extended to our representatives during the course 
of their w ork. W e w ould be pleased to discuss these recolnm endations in greater detail or 
otherw ise assist in their im plem entation. 

Toby Sun~m erour 


