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A PROFESSIONAY CORPORATION

INDEPENDENT AUDITORS' REPORT

Board of Commissioners
Catahoula Parish Hospital

Service District No., 2
Sicily Island, LA

We have audited the general purpose financial statements of Catahoula Parish Hospital Scrvice
District No.2, a component unit of Catahoula Parish Police Jury, as of and for the years ended
December 31, 1998 and 1997, as listed in the table of contents. These general purpose financial
statements are the responsibility of the District's Board of Trustees. Our responsibility 1s to express
an opinion on these general purpose {inancial statements basced on our audit.

We conducted our audit in accordance with gencrally acceepted audiing standards, Government
Auditing Standards, 1ssued by the Comptroller General of the United States, and the provisions of
Office of Management and Budget Circular A-133. Those standards require that we plan and
perform the audit 1o obtlain reasonable assurance about whether the general purpose {inancial
statements arce frec of material misstatcment. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures 1n the general purpose financial statements. An audit also
mcludes assessing the accounting principles used and significant estimates made by management,
as wel) as evaluating the overall fimancial statement presemtation. We belicve that our audit provides
a rcasonable basis for our opmion,

In our opinion, the general purpose financial statements referred 1o above present Jairly. in all
material respects, the {inancial position of Catahoula Parish Hospital Service District No. 2 at
Pecember 37, 1998 and 1997. and the results of its operations and its enterprise fund cash {lows for
the years then ended, in contormity with gencrally accepted accounting principles,

In accordance with Government Auditing Standards, we have also issued our report dated June 24,
1999 on our consideration of the Catahoula Parish Hospital Service 1istrict No. 2's mternal control
over financial reporting and our tests of tis comphiance with certain provisions of laws, regulations,
contracts and agents,
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Our audit was made for the purposc of forming an opinion on the general purposc financial
statements taken as a wholc. The supplementary information listed in the table of contents is
presented for purposes of additional analysis and is not a required part of the general purpose
{inancial statements. Such information has been subjected to the procedures applied in the audit of
the gencral purpose financial statcments and, 1in our opinion, 1s fairly stated in all material respects
in relation 1o the general purpose financial statements taken as a whole,

MW%ML

Certificd Public Accountants
fune 24, 1999



CATANOULA PARISH IHHOSPITAL SERVICE DISTRECT NO. 2

COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS
December 31, 1998 and 1997

Governmental IF'und  Proprictary Fund Fiductary Fund

Type Type Type Totals (Memorandum Only)
1ebt Year Bnded
Service Enterprisc Agency Fund V08 1097
ASKITTS
Cash and cash equivalents §$ 32,032 135851 § 167883 N 3125
Investments (:2.264 % 459,074 521,338 850,351
Accounts receivable - net of estimated
uncofiectibics and allowances of $4,290
and $10,329 in 1998 and 1997 respectively 96,468 06,468 95,806
Oiher receivables 100 B84 190,884 (4,634
Inventory 16,755 16,755 16,847
Prepaid expenses 4,518 4,518 6,586
Property, plant and cquipament, net of
accumulated depreciation 1,235,704 1,235,704 265,340
Amount available in debt service fund 32,032 32,032
Amount to be provided for retitement of
revenue bonds payable 3126968 _ 3206968 . ]
Total Assets $ 32.032 $2.101 444 $ 459,074 $ 2,592,550 $ 1,302 689
LIABILITIES AND FUND EQUITY i B
1LIABILITIES
Accounts payahle $ 1,154 N 1,154 $  K2.6K3
Accrucd expenses 21,587 21,587 55,443
Compensaled absences 29112 29112 22,1441
Contracts payable 369,408 369 408
Retainage payablc 48,155 48,155
Due to medicare 5,774 5,774
Revenue bonds payable 335 000 359,000
Deferred compensation henefits payable ¥ 459,074 459.074 _ 337152
Total 1iabilitics §34.190 454,074 _1.293.264 497422
FUND FOUHTY
Contribution - land 6,000 6,000 6,000
Ad vatorem tax bond proceeds 160,000 160,000 1 60,000
lRevenue bond proceeds 17,930 17,930
l:guity transfer of assets from Debt Service FFund 1,846 7.840 7.846
Contributed capital from Debt Service Fand 44,453 40,453 40,453
Reserved - el Service $ 32,032 545 32577
Reserved - Contingency 1,073 1,073
Retained Earnings:
Deficit during devetepment stage (18.231) (18,231) (1K,231)
1 .ass from operations (5.412.539) (5,412,539) {(1.822.011)
Rural Health Inttiative Crrant 5,345 (89 5,345,689 4,642 794
Kapides Foondation Giram 300,000 300,000
Tax 1evenues OGO 482 GO.AK7 O i
Interest income 191 652 191,652 165 918
Griann (loss) on sale of assel (5.707) (5,707 (5,70
.ouistana State Cirantds 566,061 - 566,061 200,001
Totsl und Equny 32032 _1,267.254 _ 1, 299286 __BOS 267
Total Liabilitics and Fund Equity $ 32,032 $ 2.101 444 $ 459,074 $2.592.550 b 1,302,689

The accompanying notes are anintegral part of the inancial statements.




CATAHOULA PARISH HOSPITAL SERVICE DISTRICT NO, 2

STATEMENT OF REVENULES, EXPENDITURES AND CHANGES IN

FUND BALANCE

GOVERNMENTAL FUND TYPE - DEBT SERVICE FUND

For the year ended December 31, 1998

RIEVENUIL
Interest income

Tolal revenue

OTHER FINANCING SOURCES (USES)
Transfers 1n

Net of revenues and other sources
over expenditures and other uscs

Fund Balance, Beginning of year

Fund Balance, Knd of Year

32

32,000

32.032

_()-

$ 32.032

The accompanying notes are an integral part of the financial statements,
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CATAHOUELA PARISH ITOSFPITAL SERVICYE DISTRICT NQ. 2

STATEMENT OF REVENLUES, EXPENSES AND CHANGES IN RETAINED EARNINGS
FROPRIETARY FUND TY?PE - ENTERPRISE FEIND
For the Years Paded December 31, 1998 AND 1997

1998 [ 997
REVENUES
Net Patient SCrvice revenue % 580,043 $ 551,035
Miscellancous ig8433 13,877
Totlal operating revenuc 598470 565,812
OPEFERATING EXPLENSES
Salarics and wages 673,660 (21,707
\ltilitics and telephone 30,198 28,374
Office supplics and expense 26,685 28,993
Medical supplics and drugs 45.86] 42,093
Contractual fees 125,618 97,710
IPayroll taxcs 13,400 14,013
Travel 4,376 6,339
Repairs and maintenance 22,345 29,259
Fguipment rentals 5,691 5.396
Insurance 71,299 57,086
I'ees, dues and subscriptions 2.199 8307
Interest 7
3ad debts 4 048 11,852
Retitement expense (5,909 66,303
Patient transporiation 3,002 3,771
Depreciation 32,276 36,910
Other 24 556 {9388
Recruitment and relocation 4,202 1) 843
Total operating expenscs 1,155,385 1.088 471
[.oss fTom operations {556.909) (522,659
NONOPERATING REVENUE
Rural Health Initiative Grant proceeds 702,895 475,395
Rapides Foundation Grant proceeds 300,000
Inteiest Income 25.704 28 408
Tax revenue 4308 3.630
Totg) nonoperating revenue 1,032 967 507,433
OTHER FINANCING SOURCES (USLS)
Operating translers out {32.000)
Procecds of revenue bonds 17,930 .
Net other financing soutces (uscs) {14.070)
NET INCOME (1.OSS) A6 URE (15.220)
RETAINED EARNINGS, Beginning of Year 464 815 534124
PRIOR PERIOD ADJUSTMENT L (54.088)
RETAINED EARNINGS, End of Year § 926,803 $ 404,815
The accompanying notes are an integral part ol the financial statements.
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CATAHOULA PARISH ITOSPTFAL SERVICE DISTRICT NO, 2

STATEMENT OF CASH FILLOWS
PROPRIETARY FUND TYPE - ENTERPRISE FUND
FOR THE YEARS ENDED DECEMBER 31, 1998 AND 1997

1998 1997
Cash Flows from Operating and Nonoperating Activities:
Net Income (1.0ss) 461,988 $(15,226)
Adiustiments o reconcile net income o net cash provided
by operations
Non-cash items included i net income:
Depreciation 32,276 36,910
Bad Debt 4,048 11,852
Changes in working capital:
Currcnt assets
(Increase) decrease in accounts receivable - patients 377 (29,802)
(Increase) decrease in other reccivables (131,337) (32,715
(Increase) decrease in inventory G2 503
(Increase) decrease in prepaid expenscs 2,068 (1,565)
Current liabilitics
Increase (decrcase) in accounts payable (81,529 (6,992)
Increase (decrcasce) in accrucd expenses (33,856) 37,093
Increase (decrecase) in compensated absences payable 6,068 2258
Increase (dectease) in contracts payable 369,408
Increase (decrease) in retainage payable 48,155
Increase (decrease) in due 1o medicare 3,774
Net cash flow from operating and nonopcerating activitics 684.432 2316
Cash Flows from Investing Activities:
Purchase of property, plant and cquipment (1,002,640) (56,495)
Investment inaturitics 450,934 28.790
Net cash flow from investing activities (551,700) {27,705)
Net increase (decrease) in cash and cash cquivalents 132,726 (25,389)
Cash and cash cguivalents at beginning of period 3,125 28514
Cash and cash equivalents at end of period $ 135,851 $ 3.125
Supplemental Disclosure
(ash Payment For:
Interest % -M L 7

The accompanying notes are an integral part of the imancial statements,
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CATAHOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2
Sicily Island, 1LA

NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS
For the Ycars Ended December 31, 1998 and 1997

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activitics

The Hospital Service District No. 2 of the Parish of Catahoula, hercinafter referred 1o as the Districet,
was organized pursuant to the provisions of an ordinance adopted by the PPolice Jury of the Parish
of Catahoula, State of ouisiana, on April 5, 1970.

The District 1s a political subdivision of the Catahoula Parish Police Jury.  Accordingly,
Governmental Accounting Standard Nao. 14 requires that these financial statements be included in
those of the Catahoula Parish Police Jury, the Primary government.

A Primary government meets the following criteria:
a. It has a scparately clected governing body
b. Itis legally separate
¢. Itis fiscally independent

The District’s board of commissioners arc appoinied by the Catahoula Parish Police lury and directs
operational policy,  Effcctive September 5, 1985, an Admimistrative Board was established in
accordance with regulations and mstructions of the Public Health Scrvice. The members of the
board were elected by users of the climie. The District's Board of Commissioncers, by resolution,
delegated responsibilitics of operating the clinic, approving grant funds and sctting policics and
procedures for the District 1o the new Administrative Board. ‘The District receives progress reports
and remains ultimately responsible for all Distriet operations.

The District was awarded a Commumity llecalth Service Rural Health Initiative (R1]) grant from the
Department of Health, Iducation and Welfare to provide eflicient and cffective health care through
the operation of a health delivering system designed to mect the medical needs of the community.
L. carly detection diagnosts, and treatment of 1llnesses and injurics; to facthtate an understanding
of the desirability of inttiating a program of preventive medicing; and to gencerally improve and
promote the mmprovement of the community, civilly and socially.  The District provides
comprchensive primary health care 10 area residents, with particular care for the socio-cconomically
disadvantaged. The arca served consists of the whole of Catahoula Pansh and the surrounding fringc
arcas of Concordia, Frankhn and Tensas Parishes. 'The services are provided through an outpatient
chnic with arcferral program, health education and hmited medical services tor hospitalization,

— m— m— m— — —



CATAMOUILA PARISIH HOSPITAIL SERVICE DISTRICT NO. 2
Notes - Continued

The Distriet has agrcements with third-party payors that providc for payments to the District at
amounts different from its established rates. The Distriet 1s reiimbursed for cost reimbursable items
al a tentative rate with final settlement determined afier submission of annual cost reports by the
District and audits thereof.

In December 1977, Congress passed the Rural Health Clinic Scrvices Act of 1977 (Public [Law 95-
210) to provide financial support for facilitics using physician extenders to provide primary health
care scrvices in rural, medically underserved areas. The law authorized Medicarc and Medicaid
payments 1o qualified rural health clinics for covered health carc services furnished by or under the
dircction of nurse practitioners and physician assistants. In order to qualify as a rural health clinic
under Medicare and Medicaid, a facility must be under the general direction of a physician, be
located in a rural area and operate 1n an area designated by the Departinent of Health, Education and
Welfare as having a shorlage of personal health services, be engaged cssentially in providing
outpatient primary medical care, and mect health and safety requirements prescribed by Medicare
and Mecdicaid regulations.

During the year ended December 31, 1998, the District's operations were funded by a Community
Icalth Service Rural Health Initiative (RHI1) grant awarded under Section 330 of the Public Health
Scrvices Actl, as amended.  Various restrictions are placed on cxpenditures of these funds.
Reconciliations of used and unused funds arc prepared at the end of the program year and the
propriety of such funds determined by the Department of Health and Human Services.

In July of 1995, the District opened a satellite clinic, located i Wisner, Louisiana. The satellite
clinic provides the same scrvices as the Distriet. Durning the year 1998, the satellite clinic was
approved in the scope of scrvices provided by the District under DIHS regulations.  'uture
operations of the satellite clinic are contingent upon continued funding and the Districet's generated
rCVCenucs.

‘The accounting policics of the District conform to generally accepled accounting principles as
applicable 1o governments. ‘The following 1s a summary of the more significant policies:

Financial Reporting Enuty

The accompanying financial statements of Catahoula Parish Hospital Service District No. 2 present
the financial position of the various fund types and account groups, the results of operations of the
various fund types and cash flows of the proprictary fund type.




CATAMOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2
Notes ~ Continucd

IF'und Accounting

The accounts of the District are organized on the basis of funds or account groups, cach of which
1s considered to be a scparate accounting entity. The operations of cach fund are accounted for by
providing a separate set of sclf-balancing accounts which are comprised of cach fund's assets,
liabilitics, fund cquity, revenucs and expenditures or expenses, as appropriate. The various funds
arc grouped in the financial statements 1n this report into three broad fund categorics and generic
fund types as follows:

GOVERNMENTAL FUND TYPES

Debt Service Fund

Debt service 1s used to account for the accumulation of resources from and the payment of,
general long-term debt principal, interest and related costs,

PROPRIETARY FUND TYPES

Fnterprise I'und

Iinterprise funds are used to account for operations (a) that are financed and operated in a
manncr similar to private business enterprises - where the intent of the governing body is that
the costs (expenscs, including depreciation) of providing goods or services 1o the gencral
public on a continuing basis be financed or recovered primarily through user charges or (b)
where the governing body has dccided that periodic determination of revenues carned,
expenses incurred, and/or net income 1s appropriate for capital maintenance, public policy,
management control, accountability or other purposes.

FIDUCIARY FUND TYPES

Agency Fund

The deferred compensation agency fund accounts for cmployer contributions and carnings
that arc held by a third party administrator, Lincoln National Life Insurance Company, on
behalf of employees. In accordance with Internal Revenue Code Scetion 4357, Catahoula
Parish 11ospital Service District No. 2 retains title to the assets and acts as agent for the fund.
Agency funds arc custodial in nature and do not involve mecasurement of results of
opcrations.

9



CATAHNOUILA PARISH HOSPITAL SEERVICE DISTRICT NO. 2
Notes - Continued

Basis of Accounting

Basis of accounting relers to when revenues and expenditures or expenscs are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
mcasurcments made, regardless of the measurement focus applied.

All governmental and agency {funds are accounted for using the moditied accrual basis of accounting.
Their revenues are recognized when they become measurable and available as net current assets.
Property tax revenues arc recognized when they become available. Available includes those property
tax receivables expected to be collected within 60 days after ycar-end.,

l<xpenditures are pencrally recogmzed under the modified accrual basis of accounting when the
related fund hiability is incurred.

An exception to this general rule is principal and intercst on gencral long-term debt which is
rccognized when due.

All proprictary funds arc accounted for using the accrual basis of accounting. Patient scrvice
revenues are recognized when they are carned and recorded at {ull cstablished rates, cven though
contractual agreements arc scitled for less.  Provision is made for the resulting contractual
adjustments bascd upon cach payor's agrecement,

FFederal grant funds are recognized as revenue when the grant awards are disbursed by the U.S.
Department of Health and Human Services. Expenses are recognized when incurred or obligated.

Income Taxcs

The District's income ts exempt {rom taxation.

Uncollectible Accounts

The District's cstimate of uncolicctibility 1s applied 1o accounts reccivable 1n the enterprise fund to
cstablish an allowance for uncolicctible accounts. Additionally, other patients arc given discounts on
a "shiding-scale” basis based upon their ability to pay.

inventory

The enterprise fund mventory 1s stated at the lower of cost or market value. ‘The District usces the
"purchasce” method of recording inventory. Materials and supplies arc charged as expenses when
acquired, and mventory on hand at the end of the period is recorded as an assct.

10




CATAHOUILA PARISH HOSPITAL SERVICE DISTRICT NO. 7
Notes - Continuced

Property, Plant and Eguipment

Property, plant and equipment is recorded at cost for purchased assets or at fair market value on the
date of any donation. Decpreciation is provided in the enterprise fund to opcrations over the
estimated useful lives of the depreciable assets on the straight-line basis. The following cstimated
usciul lives arc gencerally used:

Buildings 20 1o 40 ycars
Machinery and equipment 510 15 yecars
I'ransportation cquipment 310 S years
Furmture and fixtures Sto 15 years

Fxpenses from additions, major renewals and betterments are capitalized and expenses for

maintenance and repairs arc charged to operations as incurred.
The cost of asscts retired or otherwise disposed of and the related accumulated depreciation are
climinated from the accounts in the year of disposal. Gains or losses resulting from property disposal

arc credited or charged to operations currently,

Total Columns on Combined Statements

Total columns on the Combined Statements are captioned "memorandum only” 1o indicate that they
arc prescenled Ul][y to facilitate financial zumlysis. [Data i these columns do not present financial
position, results of operations or changes in {inancial position in conformity with generally accepted
accounting principles. Neither 1s such data comparable to a consolidation.

Debt Serviee

The debt service fund was cstablished 1o receive revenue and 1o pay bonds and the interest thereon.
Revenue received cannot be commingled with other funds and can be used only for the designated
PUIPOSC.

NOTE 2 - CASHH AND CASH EQUIVALENTS/INVESTMENTS

Cash includes amounts in demand deposits and interest-bearing demand deposits. Cash equivalents
mclude amounts i ime deposits with original matuoritics of three months or less {rom the date of
acquistion, Under stale law, the District may deposit funds in demand deposits, interest-bearing
demand deposits, money market accounts, or time deposits with state banks orpanized under
|.owsiana law and national banks having their principal offices in Louisiana, Investments are stated
At cost, exeept for mvesunents in the agency fund which are veported at market value.

il



CATATIOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2
Notes -~ Continued

At year-end, the carrying amount of the District's deposits were as follows:

Enterprisc Debt Service
Fund IFund Agency Fund
Cash and cash equivalents $ 135,851 $ 32,032
Investments 62.264 $ 459.074
$ 198,115 $ 32,032 $ 459,074

All deposits held at Sicily Island State Bank and insured by the FDIC and secured by the pledge of
sccuritics owned by the fiscal agent bank on December 31, 1998, as follows:

Total deposits $359,373
Total FDIC insurance $100,600 (Category 1)
Total uncollateralized
(Collateralized securitics
held by the pledging {inancial
institution or agent but not in
the namc of Catahoula Parish
Iospital Service District #2) 612,007 (Catcgory HI)
$712,007

The market value of the pledged securities plus the federal deposit insurance must at all times equal
or exceed the amount on deposit with the fiscal agent.

I:ven though the pledged securitics are considered uncollateralized (Catecgory 3) under the provisions
of GASB Statement 3, Louisiana Revised Statute 39:1229 imposes a statutory requurement on the
custodial bank to advertise and scll the pledged sccurities within 10 days of being notificd by the

Catahoula Parish Hospital Service District No. 2 that the fiscal agent has failed to pay deposited
funds upon demand.

12
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CATAHOUILA PARISH HOSPITAL SERVICE DISTRICT NO. 2
Notes - Continued

NOTE 3 - OTHER RECEIVABLES

A summary of the proprietary fund other receivables at December 31, 1998 and 1997, is presented
below:

1998 1997
Property tax receivable $ 2,935 $ 2,615
Interest receivable 347 3,239
Third party reimbursement -Net
(Recad Note 9) 87,602 58,780
Grant recetvable 100,000 ~
Totals $190,884 $ 64.634

NOTE 4 - PROPRIETARY FUND PROPERTY, PLLANT AND EQUIPMENT

A summary of the cnterprisc fund property, plant and equipment and accumulated depreciation at
December 31, 1998 and 1997, 1s provided:

Property, Plant and Equipment

1998

Beginning Fnding

Balance Additions Dispositions Balance

l.and $ 31,077 $ 31,077

Building 182,736 $ 615 183,351

Building

improvements 10,901 545 11,446
Furniturc and

cquipment 180,976 1,015 181,991

Medical equipment 203,205 1,176 204 381

Vehicles 42,053 42,653

Construction 1n progress -0- 999,289 999,289

Totals $ 651,548 $ 1,002,640 . $ 1,654,188

13



CATAHOUILA PARISIT HOSPITAL SERVICLE DISTRICT NO. 2

Notes - Continued
Accumulated Depreciation

1998

Beginning Ending

Balance Additions Dispositions Balance

Building $ 92,796 $ 5,793 $ 98,589

Building

improvements 5,745 693 6,438
Furniture and

cquipment 126,506 8,843 135,349

Medical cquipment 121,448 15,477 136,925

Vehicle 39,713 1,470 41,183

Construction in progress -0- -0- -Q-

Totals $ 386,208 $ 32.276 $ 418.484

The above property, plant and equipment cost and accumulated depreciation includes $186,805 and
$179,278 of fully depreciated assets at December 31, 1998 and 1997, respectively.

As explained in Note 1, the District receives funding under Section 330 of the Public Health
Services Act. Various restrictions arc placed on the items obtaincd by these funds. Per the Public
llcalth Scrvice (P1IS), Grants Policy Statement, title to real and tangible personal property
(cxpendable and non-expendable) shall rest in the grantee upon acquisition, subject 1o the
accountability requirements and the PHS's right to transfer title. Further, the proceeds of the sale
being distributed between the District and the PHS based upon the pereentage of funding provided

by cach.

Property, Plant and Equipment

1997

Begimning Ending

Balance Additions DDispositions Balance

].and $ 6,000 $ 25,077 $ 31.077

Buillding 164,536 18,200 182.736

Building

improvements 7.000 3,901 10.901
l‘urniture and

cquipment 174,396 6,580 180,976

Medical equipment 200,468 2. 737 203,205

Vehicles 42.653 i 42.053

Totals $ 595,053 $ 56,495 e $ 651,548

14



CATAIOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2

Notes - Continued

Beginning
Balance
Building $ 87,245
Building

improvements 5,274
Furmture and

cquipment 114,905

Medical cquipment 105,100

Auto 36,774

Totals $ 349,298

Accumulated Depreciation
1997

Additions Dispositions

$ 5,551
471
11,601

106,348
2.939

$ 36,910

NOTE S - PROPRIETARY FUND ACCRUED EXPENSES

Accrucd expenscs of the enterprise fund at December 31, 1998 and 1997, 1s comprised of salaries

payablc and related payroll expenses.

NOTE 6 - COMPENSATED ABSENCES

The District's employees carn annual leave at a rate of four (4) hours for cach {ull semi-monthly
work period for less than three (3) years of service, and six (6) hours for service between three (3)
and fifteen (15) years, and cight (8) hours for service greater than fiftcen (15) yecars. Annual lcave
can accruc up to 30 days. Accrued lcave reflecled in the financial statements 1s accumulated unuscd

vacation as of December 31, 1998.

NOTE 7 - BOARD OFK COMMISSIONERS

cach of the commissioners scrved the Distriet without compensation,

1D

I'nding
Balance

$ 92,796
5,745
126,506

121,448
39713

$ 386,208




CATATIOULA PARISITTIOSPITAL SERVICE DISTRICT NO. 2
Notes - Continued

NOTE 8 - CONTINGENCIES

T'he District evaluates contingencies based upon the best available cvidence. The District belicves
that no allowance for loss contingencices i1s considercd nceessary,

The principal contingencies are described below:

Grant Awards - The ability of the District's continued operations is contingent upon continued
funding from the Public Health Service. A $590,895 grant award has been approved for 1999,

Unobligated Federal Funds - Per the Public Health Service, (PHS), Grants Pohicy Statement, the
District's grant funds, including amounts awarded for the current budget period, and estimated or
actual unobligated federal funds carried over from prior budget periods arc authorized for the
District's usc only in the current budget period in the amount specified by the PHS awarding office
in an approved budget on a Notice of Grant Award. As a result of carryovers ol unobligated grant
funds, the total amount of funds available in the grant account may excecd the federal share of the
approved budget, Those funds arc not automatically available to the District. The PHS awarding
office excercises sole discrction as 1o the use of those funds.

Amounts rceeived from grantor agencies are subject to audit and adjustiment by grantor agencices,
principally the federal government. Any disallowed expenditures, including amounts already
collected, may constitute a hiability. The amount, if any, of expenditures which may be disallowed
by the grantor cannot be determined at this time although the Distriet expects such amounts, if any,
to be immatenal.

The District is covered under the I'‘ederal Torts Coverage Act. All malpractice claims filed against
the District or its employces are referred under the Federal Torts Coverage Act,

NOTE 9 - MEDICAID/MEDICARE THIRD PARTY REIMBURSEMENT

In accordance with the Omnibus Budget Reconciliation Act of 1989 (OBRA 89) and 1990 (OBRA
00), reimbursement polices for reasonable cost reimbursement were established {or a certain sct of
Federally-Qualified Health Centers (FQHC) such as the District, rather than reimbursement basec
upon allowable charges for cach service provided. Medicaid reimbursement became ceffective Apri
1, 1990 and Mcdicare, October 1, 1991,

IF'or the year ended December 31, 1998, an amount duc from the Medicaid fiscal intermediary was
$33,908 and an overpayment due to the Medicare fiscal intermediary was $5,774. These scttlement
amounts are subject to audit and adjyustment by the liscal imtermediaries. ‘These amounts have been
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CATATIOULA PARISH HOSPITAL SERVICLE: DISTRICT NO. 2
Notes - Continued

reflected in the financial statements as reccivables and revenues, net of an allowance for disputed
costs estimated at (15) fiftecn percent or as a liability as appropriate.

NOTIE 10 - STATE ASSISTANCE

The District was awarded a Primary Care Clinic Grant as provided {for under Acts 394 and 810 of
1991 and 1992 respectively, State of Louistana. The intent of the grant was o ensure primary carc
health clinic services to serve indigent and low-income persons in unserved or underserved arcas of
the state. The District used these funds for a new facility along with a Capital Improvement Grant
{rom the Federal government. The Louisiana State Department of Health and Hospitals serves as
administrator of the state grants and as such, project progress reports were submitied by the District.
The grant funds were placed in a special bank account and were restricted for the atorementioned
purpose. Amounts received in prior years were $300,000.

NOTE 11 - EMPLOYEES RETIREMENT

The District participates 1n a plan under guidclines estabbished under Scction 457 of the Internal
Revenue Code of 1954 (45 FR 85077), as revised by OBRA of 1990. All participating employccs
arc exempt from social sccurity tax withholding from wages. The 457 plan 1s a fixed annuity plan
with employece contributions of 7.5% and employers contributions of 11.9% for physicians and 6.2%
for all other employces.

The deferred compensation is not available to participants until termination, rctirement or death. All
amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, property or rights are the property of the District subject only to the claim of general
creditors. Participants rights under the plan are cqual to those of general creditors of the District in
an amount cqual to the fair market value of the deferred account for cach participant. All funds
paid into the plan arec managed by the third party admmistrator sclected by the District. At
December 31, 1998, investments were recorded in an agency fund at the fair market value of
$459,074.

NOTE 12 - REVENUE BONDS

On December 13, 1995, the Board of Commissioners met in regular session and held a public
hearing for the purposc to propose issuance of not exceeding Nine Hundred Ninety Thousand Doltars
($990,000) of Hospital Revenue Bonds for the purpose ol financing a portion of the cost of
acquiring, constructing and improving health care facilitics for the District, to mature over a period
of 1ime not 1o exceed twenty (20) years from the date of theiwr 1ssuance, and bear interest at a rate oy
rates not exceeding six per centum (6%) per annum, pursuant to the authority of Post VII, Chapter
4 Tile 39 of the Touisiana Revised Statutes of 1950, as amended. A resolution findimg and
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CATAHOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2
Notes - Continued

determining that no petition had been filed objecting to the proposed issuance was adopted by the

Board of Commissioners. The total cost of the project 1s approximately $1.3 million with the
remaining funds being provided by $300,000 of LA state grant funds. (See Note No. 10)

The bonds were sold to Rural Economic and Community Development (formerly FmHA).

NOTE 13 - CHANGES IN AGENCY FUND-DEFERRED COMPENSATION BENEFITS

PAYABLE
Balance Balance
January 1, 1997 Additions Reductions December 31, 1998
$337,152 $121,922 -0- $459,074

NOTE 14 - CONSTRUCTION IN PROGRESS

Construction began on a new medical and administrative facility for the District in 1998. The total

cost of the project is estimated at 1,3 million. This includes contracts payable of $369,408 and a
retainage payable of $48,155 at December 31, 1998,

NOTE 15- BONDED DEBT

The District bonds outstanding al December 31, 1998, in the amount of $359,000, are revenue
bonds. All principal and interest requirements arc funded by revenue generated by the District. At

December 31, 1998, the District has accumulated $32,032 in the debt service funds {for futurc debt
requirecments. The bonds are duc as follows:

Principal Interest
Year Fnding December 31, Payvments Paymgnts Total

1999 $ 2,057 $ 2,057
2000 $ 15,803 16,155 31,958
2001 16,514 15,444 31,958
2002 17,257 14,701 31,958
2003 18,034 13,924 31,958
2004 291.392 92.107 383,499

Total $ 359.000 $ 154 388 $ 513,388
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CATAIOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2
Notes - Continued

NOTE 16 - YEAR 2000 ISSUE (Unaudited)

The Year 2000 Issue is the result of shortcomings in many electronic data processing systems and
other clectronic equipment that may adversely affect the District’s operations as early as 1999,

The District has completed an inventory of computer systems and other electronic equipment that
may be affected by the Year 2000 Issue and that are necessary to conducting the District’s
opcrations. Based on this inventory, the District 1s in the remediation stage in that the District is
currently communicating with outside vendors in order to purchase hardware and software beheved
to be year 2000 compliant for the financial reporting systems. Testing and validation of the systems
will nced to be completed after the hardware and software are purchased and installed.

Because of the unprecedented nature of the Year 2000 Issue, its effects and the success of related
remediation ¢fforts will not be fully determinable until the year 2000 and thereafter. Management
cannot assure that the District is or will be year 2000 ready, that the Distriet’s remediation ciiorts
will be successful in whole or in part, or that parties with whom the District does business will be

year 2000 ready.
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A PROFESSIONAL CORPORATION

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL

REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMIED
IN ACCORDANCE WITH GOVIERNMENT AUDITING STANDARDS

Catahoula Parish ]lospital Scrvice District No. 2
Post Office Box 33
Sicily Island, LA 713068

We have audited the general purpose financial statcments of the Catahoula Parish Hospital Scrvice
District No. 2 as of and for the year ended December 31, 1998, and have 1ssucd our report thereon
dated Junc 24, 1999. We conducted our audit in accordance with gencrally accepted auditing
standards and the standards applicable to financial audits contained in Government Auditing
Standards, 1ssued by the Comptroller Genreral of the United States,

Compliance

As part of obtaining reasonable assurance about whether the Catahoula Parish Hospital Serviee
District No. 2’s gencral purposc financial statcments are free of material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts and grants,
noncompliance with which could have a dircct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance 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 an instance of noncompliance that is required to be reported under Government
Auditing Standards which 1s described in the accompanying Schedule of Findings and Questioned
Ccosts.

Internal Control Over Financial Reporting
In planning and performing our audit, we ¢onsidered the Catahoula Parish 1lospital Scrvice District
No. 2’s infernal control over {financial reporting in order to determine our auditing proccdures for

the purposc of expressing our opinion on the general purposc financial statements and not to provide
assurance on the internal control over financial reporting.

A malerial weakness is a condition in which the design or operation of one or more of the internal
control components docs not reducce 1o a relatively low level the risk that misstatements 1n amounts
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that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. Our consideration of the internal control over {inancial reporting would not nccessarily
disclose all maters in the internal control that might be material weaknesses. We noled no matiers
involving the internal control over financial reporting and its operation that we consider 1o be
material weaknesses.

This report is intended for the information of the Catahoula Parish Hospital Service District No, 2’s
management, federal awarding agencies and pass-through entities. However, this report s a matier
of public record and its distribution is not limited.

Dzt Fout) o Aok

Dauzat, Beall & Debevee, CPA’s, APC
Certified Public Accountants
June 24, 1999
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A PROFESSIONAL CORPORATION
REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLIE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPIIANCE 1IN
ACCORDANCE WITH OMB CIRCULAR A-133

Catahoula Parish Hospital Scrvice District No. 2

PPost Office Box 33
Sicily Island, LA 71368

Compliance

We have audited the compliance of the Catahoula Parish Hospital Service District No. 2 with the
types of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circutar A-133 Compliance Supplement that arc applicable to cach of its major federal programs for
the year ended December 31, 1998, The Catahoula Parish Hospital Service District No. 27s major
federal programs are identified in the summary of auditor’s results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to cach of its major federal programs is the responsibility of the
Catahoula Parish Hospital Service District No. 2°s management. Qur responsibility 1s to express an
opinion on the Catahoula Parish Hospital Scrvice Distriet No. 27s comphiance based on our audit.

We conducted our audit of compliance in accordance with gencrally aceepted auditing standards; the
standards applicable to financial audits contained in Government Auditing Standards, 1ssucd by the
Comptroller General of the United States; and OMB Cireular A-133, Audits of States, Local
Covernments, and Non-Profit Organizations. Thosc standards and OMB Circular A-133 require that
we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and matenal effect on
a major federal program occurred. An audit includes examining. on a test basis, evidence about the
Catahoula Parish [lospital Service District No. 2°s compliance with those requirements and
performing such other procedures as we considered necessary 1n the circumstances. We believe that
our audit provides a reasonable basis {or our opimon.  Our audit docs not provide a legal
determination on the Catahoula Parish Hospital Service Distriet No. 27°s compliance with those
requircments.
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In our opinion, the Catahoula Parish Hospital Service District No. 2 complied, in all material
respects, with the requirements referred to above that are applicable to each of its major federal
programs for the year ended December 31, 1998.

Internal Control Over Compliance

The management of the Catahoula Parish Hospital Service District No. 2 is responsible for
establishing and maintaining effective internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs. In planning and performing our
audit, we considered the Catahoula Parish Hospital Service District No. 2’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program
in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB

Circular A-133,.

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that would be material in relation
to a major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. Our consideration of the
internal control over compliance would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable
conditions that arc also considered to be material weaknesses. We noted no matters involving the
internal control over compliance and its operation that we consider to be material weaknesses.

'I'his report is intended for the information of the Catahoula Parish Hospital Service District No. 2’s
management, {federal awarding agencies and pass-through entities. However, this report is a matter
of public record and its distribution is not hmited.

&&f' O/ ¢Mfc_

Dauzat, Beall & Debevec, CPA’s, APC
Certified Public Accountants
Junc 24, 1999
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CATAHOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 1998

Scection I - Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issucd:
Internal control over financial reporting:
Matierial weakness(es) identified?

Reportable condition(s) 1dentified
not considered to be material weaknesses?

Noncompliance material to financial statements
noted?

Federal Awards

Internal control over major programs;
Material weakness(es) identified?
Reportable condition(s) identified

not considered to be material weaknesses?

Type of auditor’s report 1ssued on compliance
for major programs:

Any audit findings disclosed that arc required

to be reported 1in accordance with
Circular A-133, Section .510(a)?
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Unqualified
yes __ ¥ no
v yes none reported
yes __ Vv no
yes _ Vv no
yes _ Vv no
Ungqualified
yes v no
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Identification of major programs:
CFDA Numbers Name of Federal Program or Cluster

03.224 Rural Health Initiative - Section 330

Scction 11 - Financial Statement Findings
Reportable Condition

98-1 LATE AUDIT REPORT

Condition: The organization did not file their December 31, 1998 audit report with the
State of L.ouisiana within the required time frame. The audit report was late do to the
increased time required to accurately complete fieldwork pertaining to the Construction

Fund.

Criteria: In accordance with State law, the audit should be filed with the State of
Louisiana within six (6) months from the close of the fiscal ycar.

Effcct: The organization could possibly be subjected to remedial action.

Recommendation: The organization should ensure that the audit is filed in a timely
manner.

Scection 111 - Federal Award Findings and Questioned Costs

Reportable Condition - no matters were reported
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CATAHOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2
CORRECTIVE ACTION PLAN
YEAR ENDED DECEMBER 31, 1998

AUDITOR REF NUMBER

08-1 IN THE FUTURE ALL AUDIT REPORTS WILL BE FILED WITH THE STATE
WITHIN SIX (6) MONTHS.

NAME OF CONTACT PERSON: RENEE FORD

JULY 16, 1999
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CATAHOULA PARISH HOSPITAL SERVICE DISTRICT NO. 2
Sicily Island, Louisiana

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

IFOR THE YEAR ENDED DECEMBER 31, 1998

Federal Grantor/
Program Title

U.S. Department of Health and HHuman Services,
Public Health Service

Dircct Program:
Community }Health Center Rural Health Initiative Grant

Total U.S. Department of Health and Human Services

Federal
CFDA
Number

Pass-Threugh
Grantor's
Number

03.224

27

N/A

Program
Amount
Received

$ 602,895
$ 602,895

Program
Expenditures

$ 702,895

$ 702,895




