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1511 Judson Road, Suite A 
Longview, Texas 75601 

9031758-9600 
Fax 903175g lgO0 

Board of Directors 
I lom er M em orial Hospital 
I tom er, Louisiana 

NEUM AN, RICHARDSON & CO., L.L.P. 
CERTIFIED PUBLIC ACCOUNTANTS 

IN DEPEN DENT AUDITO R 'S REPO RT 

Jim L. Neuman, CPA 
Jeny G. Richardson, CPA 

- --ooOoo--- 
Stepheo. p. Duck, CPA 
Je~seph S. Kennedy, CPA 
Johnnie A . Tyler, CPA 

W e have audited the accom panying financial statem ents of Hom er M em orial Hospital, a com ponent unit of 
the Town of Hom er as of June 30, 1999 and 1998. These financial statem ents are the responsibility of 
llom cr M em orial Hospital's m anagem ent. Our responsibility is to express an opinion on these financial 
statem ents based on our audit. 

W c conducted our audits in accordance w ith generally accepted auditing standards and the standards 
applicablc to financial audits contained in Governm ent Auditing Standards, issued by the Com ptroller 
General of the United States. Those standards require that we plan and perform the audit to obtain 
reasonable 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 
slalem enls. A n m)dit also includes assessing tbe accounting principles used and significant estim ates m ade 
by m anagem ent, as w ell as evaluating the overall financial statem ent presentation. W e believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above, present fairly, in all m aterial respects, the financial 
position of Hom er M em orial H ospital as of June 30, 1999 and 1998, and the results of its operations and its 
cash flow s for the years then ended in conform ity w ith generally accepted accounting principles. 

In accordance w ith Government Auditing Standards', we have also issued our report dated Septem ber 22, 

1999, on our consideration of the Itom er M em orial Hospital's internal control over financial reporting and 
our tests of its com pliance w ith certain provisions of law s, regulations, contracts and grants. 

Septem ber 22, 1999 
o., L.L.I'. 



I|O M ER M EM O RIA L H O SPITAL 
BALAN CE SH EETS 
June 30, 1999 and 1998 

A SSETS 

Current Assets: 
Cash and cash equivalents 
Patient receivables, less allowance for contractual adjustment & 
doubtful accounts of $1,704,232 - 1999 and $1,704,991 - 1998 
Educational contracts receivable 
Inventories 
Prepaid expenses 
D ue from health insurance stop/loss carrier 

Due from health insurance program s 
Assets whose use is lim ited for current liabilities 

Total Current A ssets 
Assets W hose Use is Lim ited: 

By board: 
For capital im provem ents 
For self-funded insurance 
For education purposes 
For contingencies 

U nder bond indenture agreem enl 

l.ess portion classified as current 
N et A ssets W hose U se is Lim ited 

Property and E quipm ent: 
1.and and land im provem ents 
Buildings and fixed equipm ent 
M ajor moveable equipmenl 
Equipm ent under capital lease 

1.ess accum ulated depreciation aud am ortization 
N et Property and Equipm ent 

O lher A ssels: 
Educational contracts receivable 
Receivable from physician 
Rental property, less accum ulated depreciation of $ 23,972 for 
1999 mad $ 17,710 for 1998 
ltealth services start-up costs 

Total O ther A ssets 

TO TA L A SSETS 

See N otes to Financial Statem ents 

1999 1998 

$ 146,206 $ 362,597 

3,304,273 
228,158 
397,692 
75,024 
27,032 

-0- 
112,239 

4,290,624 

27,835 
15,115 
11,024 

1,427,246 
441,382 

1,922,602 

112,239 ) ( 
1,810,363 

139,621 
6,237,643 
3,589,285 
277,658 

10,244,207 

6,420,659 ) ( 
3,823,548 

296,338 
171,468 

58,219 
56,078 
582,103 

$ 10,506,638 

2,281,203 
212,833 
359,004 
93,632 

-0- 
466,195 
105,567 

3,881,031 

27,116 
14,929 
13,287 

2,822,943 
450,711 

3,328,986 

105,567 ) 
3,223,419 

132,968 
5,791,508 
3,278,962 
303,910 

9,507,348 

5,903,369 ) 
3,603,979 

286,668 
171,468 

46,844 
84,117 

589,097 

$ 11,297,526 



ItO M ER M EM O RIAL H O SPITAL 
BALAN CE SH EETS - Continued 
June 30, 1999 and 1998 

LIABILITIES AND FUND BALAN CE 1999 1998 

Current Liabilities: 
A ccounts payable 
Accrued payroll and benefits 
Accrued uncom pensated absences 
D ue to health insurance program s 
Current portion of long-term debt 
Total Current Liabilities 

Long- Term  D ebt: 
Capital lease obligations 
Hospital revenue bonds payable 

/Jess current portion 

N et Long-Term Debt 

Fund Balance: 
Unrestricted 
Total Fund Balance 

107,214 
273,614 
135,686 
258,537 
139,291 

90,710 
414,052 
218,296 

-0- 
145,668 

914,342 868,726 

158,990 
3,083,478 
3,242,468 

139,291 ) ( 

212,719 
3,186,429 
3,399,148 
145,668 

3,103,177 3,253,480 

6,489,119 7,175,320 
6,489,119 

TOTAL LIABILITIES AND FUND BALANCE $ 10,506,638 

See N otes to Financial Statem ents 

7,175,320 

$ 11,297,526 



ltO M ER M EM O RIAL H O SPITAL 
STATEM ENTS O F REVEN UES AND EXPEN SES 
Years Ended June 30, 1999 and 1998, 

N et Patient Service Revenue 

Other Operating Revenue 
Total Revenue 

Operating Expenses: 
Salaries and em ployee beuefi|s 
Professional and contractual fees 
Supplies and other expenses 
Bad debt expense 
l)epreciation 
Interest 

Total Operating Expenses 

1,oss From Operations 

N on-Operating Revenue: 
Advalorem tax revenue 
Investm ent incom e 

Total N on-O perating Revenue 

Excess of Expenses Over Revenues 

See N otes to Financial Slatem ents 

1999 1998 

$ 10,078,078 $ 12,063,440 

72,133 71,801 
10,150,211 12,135,241 

6,269,241 
1,045,428 
3,028,815 
315,052 
523,552 
197,761 

11,379,849 

6,559,292 
1,384,935 
3,336,723 
708,158 
595,274 
204,595 

12,788,977 

1,229,638 ) ( 653,736 ) 

388,752 
154,685 
543,437 

358,855 
207,619 
566,474 

( $ 686,201 ) ( $ 87,262 ) 



ItO M ER M EM O R IAL ltO SPITAL 
STATEM ENTS O F CH AN G ES IN FUND BALAN CE 
Years Ended June 30, 1999 and 1998 

Bala.ce, du.e 30, 1997 

Purchase of equipm ent w ith reslricted funds 

Excess of expenses over revenues 

Balance, June 30, 1998 

Excess of expenses over revelm es 

Balance, June 30, 1999 

See N oles to Financial Statem enls. 

Unrestricted 

$ 7,242,896 

19,686 

87,262 ) 

7,175,320 

686,201 

Tem porarily 
Restricted 

$ 19,686 

19,686 

$ -0- 

m  

$ 6,489,119 $ -0- 



11O M ER M EM O RIAL H O SPITAL 
STATEM ENTS O F CA SH FLO W S 
Years Ended June 30, 1999 and 1998 

From  Operating A ctivities': 
Cash received on patients' accounts 
Interest received 
Cash received from sale of m eals, vending, etc 
Cash paid in salaries and benefits 
Cash paid in fees and supplies 
Cash paid in interest expense 

Net Cash Provided (Used) 

From N on-Capital Financing A ctivities 
Taxes received 

From Capital and Related Financing A ctivities 
Principal paym ents on long-term debt 

From  h~ vesting A ctivities: 
Educational contract advances, net of cancellations &  paym ents 
Advancc on physician contract 
Decrease (increase) in assets whose use is limited 
Purchase of property and equipm ent 

Net Cash Provided (Used) 

Net Increase (Decrease) in Cash and Cash Equivalents 

Cash and Cash Equivt:le:tts 
Beginning of year 
End of year 

See N otes Io Financial Statem ents 

1999 1998 

$ 9,464,688 
143,523 
72,133 

6,519,321 
4,049,780 
197,761 

1,086,518 

) 
) 

$ 12,179,594 
139,979 
71,801 

6,583,423 
4,940,004 
206,239 
661,708 

388,752 358,855 

156,679 106,406 

13,832 
-0- 

1,406,384 
754,498 

638,054 

3,193 
141,468 
759,093 
128,771 

1,026,139 

216,391 ( 111,982 

362,597 474,579 
$ 146,206 $ 362,597 



H O M ER M EM O RIAL H O SPITAL 
STATEM ENTS O F CA SH FLOW S - Continued 
Y ears Ended June 30, 1999 and 1998 

R econciliation of N et Incom e to N et C ash Flow s 
From O perating A ctivities 

Loss from operaKons 

Adjustments: 
Depreciation 
Provision for bad debts 
Interest received 
Decrease (increase) in operating assets: 
Gross patient accounts receivable, net of bad debts 

Inventories 
Prepaid expenses 
D ue from health insurance stop/loss carrier 
D ue from health insurance program s 

Slart-up costs 
Increase (decrease) in operating liabilities: 

Accounts payable 
Accrued payroll and benefits 
Accrued uncom pensated absences 
D ue to health insurance program s 
Interest payable 

Total Adjustments 

N et Cash Used in Operating A ctivities 

1999 1998 

1,229,638 $ 653,736 ) 

523,552 
315,052 
143,523 

1,338,122 
38,688 
18,608 
27,032 
466,195 
28,039 

16,504 
140,438 
82,610 
258,537 

-0- 
143,120 

595,274 
708,158 
139,979 

136,207 

82,135 ) 
16,553 ) 

-0- 

20,053 ) 
28,038 

147,696 ) 
13,953 ) 
10,178 ) 

-0- 

1,644 ) 
1,315,444 

$ 1,086,518 $ 661,708 

Supplem ental D isclosures on N on-cash Financing A ctivities: 
I)uring 1998, the 110spital purchased equipment for $ 183,656 through capital lease arrangements 

See N otes to Financial Statem ents 



ItOM ER M EM O RIAL H O SPITAL 
N O TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

NO TE 1 - O R G A NIZA TIO N A ND SUM M A R Y O F SIG N IFICA N T A CCO UN TING PO LICIES 

Organization 
Hom er M em orial Hospilal is an enterprise fund of the Town of Hom er, Louisiana, and is exem pt 
from incom e taxes. The hospital is an acute care facility, which is controlled by a board of directors, 
who arc a separate and distinct body from the Selectm en of the Town of Hom er. The board m em bers 
consist of citizens appointed by the M ayor and Selectm en of the Town of Hom er. The board 
m em bers serve w ithout com pensation. 

Sum m ary of Sienificant A ccountin~ Policies 
Use of Estim ates 
The preparation of financial statem ents in conform ity with generally accepted accounting principles 
requires m anagem ent to m ake estim ates and assum ptions that affect the reported am ounts of assets 
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statem ents 
and the reported am ounts of revenues and expenses during the reporting period. Actual results could 
differ from those estim ates. 

Tem porarily R estricted Fund Balance 
Tem porarily reslricled funds are those, whose use by the H ospital, has been lim ited by donors to a 
specific tim e period or purpose. At June 30, 1999 and 1998

, the Hospital had no tem porarily 
restricted funds. 

N et Patient Service R evenue 
N et patient service revenue is reported at estim ated net realizable am ounts from patients, third-party 

payers, and others for services rendered, including estimated retroactive adjustments under 
reimbursement agreements with third-party payers. Retroactive adjustments are accrued on an 
estimated basis in the period the related services are rendered and adjusted in future periods, as final 
settlem ents are determ ined. 

Patient Receivables 
Receivables are stated at the full value of all charges incurred by the patient. A llow ances have bccn 
provided for the estimated accounts uncollectible and for third-party contractual adjustments at year 
end. Receivables arc w ritten off as the accounts are determ ined to be uncollectible. 

Invcntories 
Inventories represent dietary and m edical supplies on hand and are valued at the latest invoice price 

which approximates the lower of cost (first-in, first-out method) or market, 

Prepaid Expenses 
Prepaid expenses are am ortized on a straight-line basis over the term of the respective item s 



ItO M ER M EM O R IAL ItO SPITAL 
NO TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

N O TE 1 - O R G A N IZA TIO N A ND SUM M A RY O F SIG N IFICA N T A C C O UN TIN G PO LICIES 

A ssets W hose Use is Lim ited 
A ssets whose use is lim ited represents cash which has either been designated by the Board of 
Directors or w hich is required to be m aintained separately due to bond indenture, donor, or grant 
requirem cats. Board-designated assets m ay, at the board's discretion, be subsequently used for other 
purposes, A m ounts required to m eet current liabilities of the hospital have been reclassified in the 
balance sheet at June 30, 1999 and 1998. 

Property and Equipm ent 
The ltospital capitalizes depreeiable property and equipment valued at $500 or more, with a useful 
life greater than two years. Property and equipm ent is recorded at cost, if purchased, or fair m arket 
value, if donated, and depreciation is com puted using the straight-line m ethod. Estim ated useful lives 
range from 5 to 33 years on buildings and fixed equipm ent and 3 to 20 years on m oveable equipm ent. 

Property Tax R evenues 
Advalorem tax revenues consist of tax proceeds received by the Hospital from  Claiborne Parish 
Itospital District N o. 2, which was created in 1989, by the Police Jury and approved by the Parish 
voters on Septem ber 15, 1989, to levy a ten m ill tax on property for ten years. D ue to the fact that the 
District is a separate entity controlled by a separate board of directors, the Itospital cannot levy the 
property tax. Accordingly, taxes receivable are not reflected in the accom panying financial 
statem ents. 

Cash and Cash Equivalents 
For the purpose of the statem ent of cash flows, all cash that is not lim ited to use is treated as cash and 
cash equivalents. 

Pledged A ssets 
The hospital's property and equipm ent is pledged as collateral on the l lospital Revenue Bonds in tile 
original amount of $ 3,800,000. 

N O TE 2 - ItEALTIt INSURANCE PRO G RAM  REIM BUR SEM ENT 

The Hospital participates in the M edicare and M edicaid program s as a provider of m edical services 
to p,'ogram beneficiaries. For the years ended June 30, 1999 and 1998, 69%  and 79% , respectively

, 

of the Hospital's patient revenues w ere generated by services furnished to M edicare and M edicaid 
program beneficiaries. A sum m ary of the paym ent arrangem ents follows: 

M edicare - Inpatient acute care services rendered to M edicare program beneficiaries are paid at 
prospectively determ ined rates per discharge. These rates vary according to a patient classification 
system that is based on clinical, diagnostic, and other factors. Inpatient non-acute services, certain 
outpatient services, mid defined capital and m edical education costs related to M edicare beneficiaries 
are paid based on a cost reim bursem ent m ethodology. 



ltO M ER M EM O RIAL I|O SP1TAL 
NO TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

NO TE 2 - ItEALTIt IN SURA N CE PRO G RAM  REIM BUR SEM ENT - Continued 

The Hospital is reim bur,;ed for cost reim bursable item s at a tentative rate w ith the final settlem ent 
determ ined after subm ission of annual cost reports by the Hospital and audits thereof by the M edicare 
fiscal interm ediary. The Hospital's classification of patients under the M edicare program and the 
appropriateness of their admission are subject to an independent review by a peer review organization 
under contract w ith the ltospital. The Hospital's M edicare cost reports have been settled by the 
M edicare fiscal interm ediary through June 30, 1997. 

.M edicaid - Inpatient acute care services rendered to M edicaid program beneficiaries are paid a! 
prospectively determ ined rates, which are paid on a per diem  basis. Costs incurred on services 
rendered to M edicaid inpatients, which exceed the prospectively determ ined paym ent rates, arc not 
recoverable from the M edicaid program or its beneficiaries. Outpatient services are reim bursed 
under a cost reim bursem ent m ethodology. The Hospital is reim bursed at a tentative rate during the 
fiscal year. These rates may bc adjusted by the fiscal intermediary during the fiscal year. 12trial 
settlem ent is determ ined after subm ission of annual cost reports by the Hospital and audits thereof by 
the M edicaid fiscal intermediary. The Hospital's M edicaid cost reports have been settled by the 
M edicaid fiscal interm ediary through June 30, 1995. 

NO TE 3 - NET PATIENT SERVICE REVEN UE 

The follow ing is a sum m ary of net patient service revenue for the years ended June 30, 1999 and 
1998: 

Inpatient charges 
Outpatient charges 

Total patient charges 

Medicare and M edicaid contractual adjustments 
M edicaid disproportionate paym ents 
Charity care charges forgone 
Administrative, PPO, and other adjustments 

N et patient service revenue 

NO TE 4 - INDIG ENT CAR E 

1999 1998 
$ 9,983,653 $ 10,216,588 

4,357,494 6,565,849 
14,341,147 

4,087,251 ) ( 
361,973 

29,341 ) ( 
508,450 ) ( 

$ 10,078,078 

16,782,437 
4,776,529 
520,021 
75,586 
386,903 

$ 12,063,440 

The llospital provides services for the indigent, who qualify under guidelines established by the 
Ilospital. These guidelines determ ine eligibility based on incom e, residency, resources, and 
household com position. The Hospital m aintains records to identify and m onitor the level of indigent 
care it provides. These records include the am ount of charges written-off for services and supplies 
furnished uuder its indigent care policy. 



ItO M ER M EM O RIAL H O SPITA L 
N O TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

NO TE 4 - INDIG ENT CAR E -, Continued 

The follow ing inform ation m easures the level of charity care provided during the years ended June 
30, 1999 and 1998: 

Charges forgone based on established rates 
1999 
$ 29,341 

1998 
$ 75,586 

Estim ated costs and expenses incurred to provide 
charily care $ 23,000 $ 54,000 

NO TE 5 - EDUCATIO NA L CO NTRACTS RECEIVABLE 

The Hospital provides educational assistance to selected m edical students and certain em ployees who 
contractually agree to return to the Hospital's service area after graduation. Under the term s of these 
contracts, the Hospital advances funds to assist the students in their educational costs. Em ployees 
agree lo repay the loan through extended years of service at the Hospital. M edical students repay the 
loau by practicing in the Hospital service area for a period of years. 

The loans, including interest, becom e im m ediately due and payable to the Hospilal if the employee or 
m edical student does not provide services for the Hospital for the full period of lim e within the 
contract. These loans are classified as current assets in the financial statem ents. The following is a 
sum m ary of the oct educational contracts receivable at June 30, 1999 and 1998: 

Balance, beginning of year 
Educational advances 
A ssessm ent of interest on balances due 
Change in allowance for doubtful collections 
Cancellation and repaym ents of contracts 
Paym ents of interest due 

Balance, end of year 

NO TE 6 - LEA SE O BLIG A TIO N S 

1999 
$ 499,501 

28,287 
19,878 
7,561 

22,016 ) ( 
8,715 ) 

524,496 

1998 
$ 435,054 

46,805 
67,640 

~0- 

49,998 ) 
-0- 

$ 499,501 

Capital leases 
The ltospital leases certain item s of equipm ent under lease arrangem ents, which are non-cancelable 
and qualify as capital lease arrangem ents. Future m inim um lease paym ents required under these non- 
cancelable lease arrangem ents are sum m arized as follow s: 

3 



ItO M ER M EM O RIAL H O SPITA L 
N O TES TO FINAN CIAL STATEM ENTS 
June 30, ]999 and 1998 

NOTE 6 - LEASE O BLIG ATIONS - Continued 

Year Ending June 30, 
2000 
2001 
2002 
2003 
Total capital lease paym ents 
Less ar~ounl represenling interesl 

Current m aturil ies 
l,ong-term m aturities 

M inim um 
Paym ents 

53,655 
44,160 
44,160 
44,160 
186,135 

( 27,145 ) 
158,990 

42,168 ) 
$ 116,822 

Operating leases 
The llospital leases various facilities w ithin the area in providing hom e health and inpatient geriatric 
services. In providing these services, the Hospital has various lease com m itm ents which lease term s 
range from m onthly to several m onths in the future. During 1999 and 1998

, lease expense under 
these arrangements was approximately $220,000 and $104,000 respectively, with the m onthly lease 
obligation at June 30, 1999, being $6,800. The Hospital has also entered into an operating lease for 
lab equipmeut with a monthly lease amount of approximately $266. During 1999

, the llospilal paid 
$2,664 toward this com m itm ent. Future annual m inim um lease paym ents on the operating leases 
having term s beyond one m onth are as follows: 

Year Ending June 30, Paym ents 
2000 $ 3,197 
2001 3

,197 
2002 3

,197 
2003 3

,197 
2004 3

,197 

N O TE 7 - ltO SPITA L REVEN UE BO N DS 

Hospital revenue bonds payable consists of the original amount of $ 3,800,000 of Hospital Revenue 
Bonds of the Town of Hom er, State of Louisiana dated June 15

, 1988. The bonds w ere issued for the 
purpose of constructing and acquiring hospital extensions

, additions and im provem ents, equipm ent, 
and furnishings. The bonds m ature on June 15 of each year through 2018

. The interest rate on the 
bonds is 6.125%  and is due annually on June 15 of each year

. The bonds are secured by a first lien 
on the hospital land, buildings, and equipm ent. 

14 



H O M ER M EM O R IAL H O SPITA L 
NO TES TO FINAN CIAL STA TEM ENTS 
June 30, 1999 and 1998 

N O TE 7 - ItO SP1TA L R EVEN UE BO N DS - Continued 

The revenue bond indenture requires the H ospital to establish and m aintain certain funds for the 
benefit of the bond holder, Farm ers ltom e Adm inistration. The funding requirem ents are as follows: 

Sinking fund requirements - the Hospital is required to make m onthly deposits of $ 23,608. In 
June, 1991, the Hospital began paying the debt in m onthly installm ents in lieu of establishing a 
sinking fund. Accordingly, a sinking fund is not reflected in the financial statem ents. 

Reserve fund requirements - the Hospital is required to make monthly deposits of $ 2,361 unt 
the fund has accumulated $ 283,290. 

Contingency fund requirements - the Hospital is required to make monthly deposits of $1,194 

Actual and required balances of the reserve fund and contingency fund at June 30, 1998 is as 
follows: 

Reserve fund 
Contingency fund 

Total 

A ctual 
$ 287,185 

154,197 

$ 441,382 

R equired 
$ 250,240 

126,564 

$ 376,804 

Excess 
$ 36,946 

27,633 

$ 64,579 

Farm ers ltom e A dm inislrm ion perm its the Hospital to pay on the principal and interest nm nthly in 
lieu of annually. Tim m onthly paym ents are applied to reduce the principal debt when paid. 
A ssum ing the continuation of m onthly paym ents, future principal and interest requirem ents on the 
bonded debt for the next five fiscal years are as follow s: 

Fiscal Y ear Principal Interest Total 

2000 $ 97,123 $ 186,167 $ 283,290 
2001 103,242 180,048 283,290 
2002 109,746 173,544 283,290 
2003 116,660 166,630 283,290 
2004 124,010 159,280 283,290 

N O TE 8 - PENSIO N PLAN 

A ll Hospital full-tim e em ployees participate in the M unicipal Em ployees' Retirem ent System , State 

of l,ouisiana ("System"), a multiple employer public employee retirement system (PERS). The 
payroll for ltospital em ployees covered by the System for the year ended June 30, 1999, was 
approximately $4,580,000; the Hospital's total payroll was approximately $5,433,000. 

M em bership is m andatory as a condition of em ploym ent beginning on the date em ployed if the 
cm ployee is on a perm anent basis working at least thirty-five hours per w eek, not participating in 
another publicly funded retirem ent system , and under the age of sixty at the date of em ploym ent. 

15 



H O M ER M EM O R IAL H O SPITAL 
NO TES TO FINAN CIAL STATEM EN TS 
June 30, 1999 and 1998 

N O TE 8 - PEN SIO N PLAN - Continued 

The system is com prised of two plans. "Plan A " com bines the original plan and a supplem ental plan, 
while "Plan B" involves only the original plan. Any m em ber of Plan A can retire provided he/she is 
age fifty-five w ith twenty-five years of creditable service; is age sixty w ith a m inim um often years of 
creditable service or at any age w ith thirty or m ore years of creditable service. A m em ber of Plan B 
can retire provided he/she is age fifty-five w ith thirty years of creditable service or is age sixty w ith a 
m inim um of ten years of creditable service. 

In lieu of term inating em ploym ent and accepting a service retirem ent allowance, any m em ber of Plan 
A or B, with thirty years of service at age fifty-five; twenty years of service at age sixty; fifteen years 
of service at age sixty-two; or ten years of service at age sixty-five, m ay elect to participate in the 
deferred retirement option plan (DROP) for up to two years and defer the receipt of benefits. Upon 
com m encem ent of participation in the DROP plan, m em bership in the System term inates. D uring 
participation in the plan, em ployer contributions are payable but em ployee contributions cease. The 
m onthly retirem ent benefits that would have been payable, had the person elected to cease 
em ploym ent and receive a service retirem ent allow ance are paid into the D RO P fund. This fund does 
not earn interest. In addition, no cost of living increases are payable to participants until em ploym ent 
which m ade them eligible to becom e m em bers of/he System has been term inated for a }easl one full 

year. 

Upon termination of em ploym ent prior to or at the end of the specified period of participation, a 
participant in the plan m ay receive, at his option, a lum p sum from  the account equal to the paym ent 
into the account, a true annuity based upon his actual balance in that fund, or any other m ethod of 
paym ent if approved by the board of trustees. The m onthly benefits that were being paid into the 
deferred retirem ent option plan fund w ill begin to be paid to the retiree. If a participant dies during 
the participation in the plan, a lum p sum equal to his account balance in the plan fund shall be paid to 
his nam ed beneficiary or, if none, to his estate. If em ploym ent is not term inated at the end of the two 
years, paym ents into the plan fund cease and the person resum es active contributing m em bership in 
the System . Additional accrued benefits are based on final average com pensation used to calculate 
the lnelnber's original benefit unless the additional period of service is at least thirty-six m onths. 

Generally, the m onthly am ount of retirem ent allowance for any m em ber of Plan A or Plan B shall 
consist of an am ount equal to three percent or two percent, respectively, of the m em ber's final 
com pensation m ultiplied by his/her years of creditable service. However, under certain conditions as 
outlined in the statutes, the benefits are lim ited to specified am ounts. Both plans provide for death 
and disability benefits. Benefits and em ployer/em ployee obligations to contribute are established by 
stale statute. 

Each participating em ployer of Plan A contributes an am ount equal to 6.75%  of each and every 
m em ber's earn ings. Each em ployee in Plan A contributes 9.25%  of m onthly earnings. Under Plan B, 
each participating em ployer contributes an am ount equal to 3.75%  of each mad every m em ber's 
earnings. Each em ployee in Plan B contributes 5.00%  of m onthly earnings. 
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ItO M ER M EM O RIAL H O SPITAL 
NO TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

N O TE 8 - PENSIO N PLAN - C ontinued 

The System also receives I/4 of 1%  of advalorem taxes collected w ithin the parishes of l.ouisiana, 
except for Orleans Parish. 

Tax m oneys are apportioned between Plan A and Plan B in proportion to the salaries of plan 
participants. These additional sources of incom e are used as additional em ployer contributions. The 
rem aining em ployer contributions are determ ined according to actuarial requirem ents and arc set 
annually. The contribution requirem ent for the year ended June 30, 1999 was approxim ately 
$686,000, which consisted of $263,000 from the Hospital and $423,000 from the employees. 

The "pension benefit obligation" is a standardized disclosure m easure of the present value of pension 

benefits, adjusted to the effects of projected salary increases and step-rate benefits, estimated to be 
payable in the future as a result of em ployee service to date. The m easure, which is the actuarial 
present value of credited projected benefits, is intended to help users assess the System's funding 
status on a going concern basis, assess progress m ade in accum ulating suffi cient assets to pay 
benefits when due, and m ake com parisons am ong PERS and em ployees. The System does not m ake 
separate m easurem ent of assets and pension benefits obligation for individual em ployers. The 

pension benefit obligation at June 30, 1998, (the latest actuarial report furnished to the hospital), for 
the System as a whole, determined through an actuarial valuation performed as of that date (valued at 
market) was approximately $ 450 million. The System's net assets available for benefits on that date 
(valued at cost) was approximately $497 million, with an unfunded pension benefit obligation of $70 
m illion. The Hospital's contribution for the year ended June 30, 1998, represented approxim ately 9%  
of total contributions paid by all participating entities. Five-year historical trend inform ation showing 
the System 's progress in accum ulating suffi cient assets to pay benefits when due is presented in the 
System 's annual financial report. No securities of the Hospital are held by the System . 

N O TE 9 - O FF BA LAN CE SH EET RISK S 

Concentrations of credi 
The Hospital operates in H om er, Louisiana, and grants credit on its services to its patients, 
substantially all of whom are local residents of the Parish. Generally, the Hospital accepts 
assignm ents of patients' benefits payable under either public or private insurance program s or policies 
in lieu of collateral to secure its patient accounts receivable. At June 30, 1999 and 1998, 
approxim ately 41~,4 and 52% , respectively, of patient accounts receivable was related to beneficiaries 
oflhe M edicare and M edicaid programs. Future changes (if any) occurring within the local economy 
or the M edicare and M edicaid reim bursem ent m ethods can significantly affect the operations of the 
1 tospital. 
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N O TE 9 - O FF BA LAN C E SItEET R ISK S - C ontinued 

Cash balances 
At June 30, 1999, the aggregale carrying am ount of cash, including assets whose use is lim ited, was 
$2,068,808 that was invested in three banks and the Louisiana Asset M anagement Pool. The 
corresponding bank and pool balances totaled $2,058,887. The difference between the carrying 
am ount reported by the Hospital and the bank and pool balances represents deposits and checks, 
which had not cleared the bank at June 30, 1999. All funds are fully secured by either FI)IC 
coverage or securities pledged against the deposits, except for $291,299 at Regions Bank in excess of 
FDIC coverage and security pledges. 

Volum e of services 
"lhe D istrict is dependent upon local physicians practicing in the im m ediate service area for its 
volum e of patients. Any decrease in the num ber of physicians from the current level can significantly 
affect hospital operations. 

NO TE 10 - CO NTING EN CIES 

The llospital is the defendant in certain litigation arising in the norm al course of its business. In the 
opinion of m anagem ent and the Hospital's legal counsel, the claim s are w ithout m erit and the awards 
for damages (if any) resulting from these claims will not exceed the applicable insurance coverage. 
Therefore, the ltospital has m ade no provision for a loss contingency related to these suits in the 
financial statem ents. 

N O TE 11 - Y EA R 2000 ISSU E 

Thc year 2000 issue is the result of shortcom ings in m any electronic data processing system s and 
other equipm ent that m ay adversely affect the Hospital's operations as early as 1999. 

The Hospital has com pleted an inventory of com puter system s and other equipm ent necessary to 
conducting the Hospital's operations. Based on this inventory, the Hospital has identified such 
system s as being financial reporting, payroll, and m edical equipm ent. 
~ The financial reporting and payroll system s have been assessed, rem ediated, tested and validated. 
~ The Hospital uses various item s of m edical equipm ent. This equipm ent has all been assessed 

rem ediated, and tested and validated. 

At June 30, 1999, the tlospital has spent approxim ately $ 150,000 in replacing various software 
system s. 
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N O TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

N O TE 11 - Y EAR 2000 ISSU E - Continued 

Because of the unprecedented nature of the Year 2000 issue, its effects and the success of related 
rem ediation eftbrts w ill not be fully determ inable until the Year 2000 and thereafter. M anagem ent 
cannot assure that the Hospital is or w ill be Year 2000 ready, that the Hospital's rem ediation efforts 
w ill be successful in whole or in part, or that parties with whom the Hospital does business will be 
Year 2000 ready. 
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R EPO R T O N C O M PLIAN C E A N D O N IN TER N A L C O N TR O L O V ER FINA N C IA L 
REPO RTING BA SED O N AN AUDIT O F FINANCIAL STATEM ENTS PERFO RM ED IN 

A CCO RDAN CE W ITH GO VERNM EN TA UDITIN G STANDARDS 

To the Board of D irectors 
Hom er M elnorial I tospital 
Hom er, Louisiana 

W e have audited the financial statem ents of ltom er M em orial Hospital, a com ponent unit of the Town of 
llolner, as of and for the year ended June 30, 1999, and have issued our report thereon dated SepteJnber 22, 
1999. W e conducted our audit in accordance w ith generally accepted auditing standards and s(andards 
applicable to finaucial audits contained in Government Auditing Standards', issued by the Coznptroller 
General of the United States. 

Com pliance 
As part of obtaining reasonable assurance about whether Hom er M em orial Hospital's financial statem ents 
are free of inaterial m isstatem ents, we perform ed tests of its com pliance w ith certain provisions of laws, 
regulations, contracts and granls, noncom pliance with which could have a direct and m aterial effect on the 
delerlnination of financial statem ent am ounts. H ow ever, providing an opinion on com pliance w ith those 

provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The 
results of our tesls disclosed an instance of noncom pliance that are required to be reported under Government 
Auditing Standard% which are described in the following paragraphs: 

/$$t/e: 
The l lospital has received an advisory opinion from the Louisiana Board of Ethics indicating the existence of a 
Louisiana Code of Governm ental Ethics violation regarding an educational contract w ith Dr. Scott Haynes, whose 
falher, Dr. Don tlaynes, is presently on the Hospital's Board. 

Transaction Details: 
Scott llaynes currcnlly receives $1,000 a month for educational aid in return for which his obligation to practice 
in Claiborne Parrish for a period of five years. This contractual comm itm ent was began in 1993, when his father 
was not on the board, and has continued to the current year. During 1999 and 1998, Scott received $12,000 for 
each respective year as part of this contractual com m itm ent. 

Noncompliance D etaUs: 
It is the opinion of the Louisiana Board of Ethics that this transaction is in violation of Section I 113B and Section 
I112B(I) of the Louisiana Code of Governmental Ethics. It is lhe recommendation of the Louisiana Board of 
Fthics that either the llospital discontinue these paym ents to Dr. Scott tlaynes, or Dr. Don Haynes resign his 
position on the ltospital's Board. 



~econlnlelld{lliolL~: 
The I lospital should either comply with the recom mendations of the I,ouisiana Board of Ethics, or challenge this 
advisory opinion through legal proceedings. 

Ilospital's Response: 
The ] lospital Board is planning to decide at the December, 1999 m eeting as to what actions to take in this m aUer 

Internal Control O ver Financial Reoortino 
In planning and perform ing our audit, we considered Hom er M em orial Hospital's internal control over 
financial reporting in order to determ ine our auditing procedures for the purpose of expressing our opinion 
on tile financial statem ents and not to provide assurance on the internal control over financial reporting. Our 
consideration of the internal control over financial reporting w ould not necessarily disclose all m atters in the 
inlcrnal control over financial reporting thaC m ight be nm terial weaknesses. 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 risk that m isstatem ents in am ounts that would be m aterial in relation to the financial 
statem ents being audited m ay occur and not be detected within a tim ely period by em ployees in the norm al 
course of perform ing their assigned functions. W e noted no m atters involving the internal control over 
financial reporting and its operation that we consider to be m aterial weaknesses. How ever, we noted other 
m atters involving the internal control over financial reporting that we have reported to m anagem ent of 
1 tom er M em orial Hospital in a separate letter dated Septem ber 22, 1999. 

This rcport is intended for the inform ation of the board of directors, m anagem ent, and the Legislative 
Auditor's O ffice of the State of Louisiana. How ever, this report is a m atter of public record, and its 
distribution is not lim ited. 

m an,/Richardson & Co
., L.L.P. 

Septem ber 22, 1999 
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NEUM A N, RICHARDSON & CO., L.L.P. 

To the Board of Directors 
1 tom er M em orial ltospital 
1 tom er, 1.ouisiana 

CERTIFIED PUBLIC ACCOUNTANTS 

Jim L. Neuman, CPA 
Jerry G . Richardson, CPA 

-- -ooOoo--- 
Stephen P. Duck, CPA 
Joseph S. Kennedy, CPA 
Johnnie A. qrylet, CPA 

In plauning and performing the audit of the financial statements of Homer M emoria! 
ltospilal for the year ended June 30, 1999, we considered its intern al control structure ill-." 

ordcr to delemfine our auditing procedures for the purpose of expressing our opinion on~ '., 
tile financial statem ents and not to provide assurance on the internal control structure. 
liowever, we noted certain m atters involving the internal control structure and its 
operation that we consider to be reportable conditions under standards established by the 
Am erican Institute of Certified Public Accountants. Reportable conditions involve 
m atters com ing to our attention relating to significant deficiencies in the design or 

operation of the internal control structure that, in our judgment, could adversely affect the 
Hospital's ability to record, process, sum m arize, and report financial data consistent with 
Clue assertions of tnauagem ent in the tim ancial statem ents. 

Payroll A ccounting 
Com m ents: 
At the close of field work, w e noted that the payroll cash account and the self-funded 
insurance cash account had not been reconciled for several m onths. W e also noted that 
the 941 reconciliation to the general ledger was out of balance. It is our understanding 
that 941's as filed are correct and that these problem s are the result of issues still 
outstanding related to the com puter system conversion in M ay, 1999. 

llecolnm endations: 
The ltospital should collaborate w ith its com puter software contractor to get these payroll 
system software issues resolved and arrive at properly reconciled general ledger am ounts. 
Once this is accom plished, these cash accounts should be properly reconciled on a 
m onthly basis, and the 941 reconciliation should be prepared quarterly. 

l lospilal's Response: 
The l lospilal does intend to contact its com puter contractor to get these issues resolved 



 

D eposit Risk 

~;onllnents: 
A1 June 30, 1999, we noted that $291,299, of the Hospital's funds deposited at Regions 
Bank, were not secured by either FDIC coverage or bank pledged securities. 

Recom m endations: 
The lfospital should bring this deposit risk to the bank's attention and com e to an 
understanding that their deposited funds w ill be m ore adequately secured in the future. 

Hospital's Response: 
Thc ltospital has fully secured these deposits subsequent to June 30, 1999 

Fixed A sset Capitalization Policy 
Con-lnlen~ts: 
The 1 lospital currently capitalizes fixed asset am ounts with a cost of $500 or m ore and a 
useful life of two years or greater, while M edicare has changed its recom m ended 
capitaliza tion policy to fixed asset amounts with a cost of $5,000 or greater. 

Recom m endation: 
The llospital should consider changing its capitalization policy to m atch the M edicare 
recom m ended capitaliTation policy. 

llost~ilal's Resnonse 
Thc change in capitalization policy w ill be brought before the board of directors 

Cost Report Revenue and Expense Reclassifications 
Com m ents: 

Ill tile preparation of the Hospital's June 30, 1999 M edicare cost report, it was necessary 
to m ake various reclassification entries to m ove billable m edical supply revenue and 
expense from various cost centers, to the billable m edical supply cost center. /tad these 
enlrics not been m ade, the ltospital w ould have not been able to subm it a properly 
prepared cos! report. 

Recom m endation: 

The l tospital should begin to treat its billable medical supply (central supply) department 
in the sam e m anner as it treats pharm acy. Revenue and expense should rem ain in that 
cost center and not be m oved to other departm ents. 

llospital's Response: 
The l lospital has m ade these changes 



 

Physician Line of C redit and O ther D ebt 
Co!llnlenls: 
On August 1, 1998, the ltospital am ended its agreem ent w ith Dr. Elizabeth Doze. In this 
anlendm ent, the salary and education guarantees to Dr. D oze w ere totally forgiven and 
the line of credit w as set up to be paid back w ith no interest. The am ounl of debt forgiven 
less value for thne w orked is required to be reported under IRS guidelines. 

l~,ecom m endation: 
The Hospital should file a 1099 for forgiveness of debt for the appropriate am ounts and 
years. The Hospilal should also consider obtaining written legal advice indicating 
com pliance w ith Stark 11 law s. 

Hospital's Response: 
Fornas 1099 w ill be com plctcd for both 1998 and 1999 

Louisiana Code of G overnm ental Ethics 
Connncnls: 
The llospital has received an advisory opinion from  the Louisiana Board of Ethics 
indicating the existence of a Louisiana Code of Governm ental Ethics violation regarding 
an educalional contract w ith Dr. Scott Haynes, whose father, Dr. Don Haynes, is 
presently on tlle H ospital's Board. 

Scott llayncs currently receives $1,000 a month for educational aid in return for his 
obligation to practice in Claibom e Parrish for a period of five years. This contractual 
conm aitm cnl was began in 1993, when his father was not on the board, and has continued 

to the current year. During 1999 and 1998, Scott received $12,000 for each respective 
year as part of this contractual com m itm ent. 

It is the opinion of the Louisiana Board of Fthics that this transaction is in violation of 

Section 1113B and Section 1112B(1) of the Louisiana Code of Govermnental Ethics. 11 
is Ihe recom m endation of the Louisiana Board of Ethics that either the Hospital 
discontinue these paym ents to Dr. Scott ltaynes, or Dr. Don Haynes resign his position 
on lhc l lospital's Board. 

Recom m endations 
The llospital should either com ply with the recom m endations of the Louisiana Board of 
Ethics, or challenge this advisory opinion through legal proceedings. 

l ]osnilal's Resnonse 

The ltospital Board is planning to decide at the Decem ber, 1999 m eeting as to what 
actions to take in this m atter. 



Sum m ary of Prior Year Findings 

W e have reviewed the Hospital's responses to item s noted in the previous year's 

maoagcmcnl letter concerning (1) board approval of fixed asset additions; (2) board 
approval of specific transactions; (3) cost report statistics; and (4) Y2K compliance. 
Based on our review , we believc the Hospital has responded appropriately to these 
findings. 

W c apprcciatc the opportunity to serve yon w ith your accounting needs and the m any 
courtesies extended to us while visiting at the Hospital. This letter is intended solely for 
the benefil of m anagem ent and the Board of D irectors and is not intended for any other 

purpose. 

Richardson & Co., L.L.P 
Septem ber 22, 1999 


