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Report of Independent Auditors 

The Board of Com m issioners 
11ospital Service District No. 1 of 
Tangipahoa Parish, Louisiana 

W e have audited the accom panying balance sheets of Hospital Service District No. 1 of 

Tangipahoa Parish, Louisiana (the Hospital or the District) as of June 30, 1998 and 1997, 
and the related statem ents of revenue, expenses and fund balance and cash flow s for the 
years then ended. These financial statements arc the responsibility of the Hospital's m an- 
agem ent. O ur responsibility is to express an opinion on these financial statements based on 
our audits. 

W e conducted our audits in accordance with generally accepted auditing standards and the 
slandards applicable to financial audits contained in Governme~*t Auditing StaJ~dards, 
issued by the Com ptroller G eneral of the U nited States. Those standards require that w e 
plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are fi-ee of m aterial m isstatement. An audit includes exam ining, on a test basis, 
evidence supporting the am ounts and disclosures in the financial statem ents. A n audit also 
includes assessing the accounting principles used and significant estimates m ade by 
management, as well as evaluating the overall fnancial statement presentation. W e believe 
thai our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m atelia] 
respects, the financial position of the ltospital at June 3(1, 1998 and 1997, and the results 
of ils o[)erations and its cash flows for the years then ended in conformity with generally 
accepted accounting principles. 

In accordance with Gover*m ~ent Auditing Standards, we have issued our report dated 
Septem ber 25, 1998 on our consideration of the Hospital's internal control over financial 
reporlitg and otir tests of ils com pliance wilb cerlain provisions of laws, regulatinns and 
colltracls. 

Septem ber 25, 1998 

LLP 



H ospital Service D istrict N o. I of Tangipahoa Parish, Louisiana 

Balance Sheets 

A ssets 
Ctnrent assets: 
Cash 
Patient accounts receivable, net of estim ated 
uncollectibles of $6,024,1100 in 1998 and 
$3,978,01111 in 1997 

Assets whose use is lim ited required for current 
liabilities self-insuranceclaim s and debt service 

Inventories 
Prepaid expenses and other current assets 

Total ctlrrenl assets 

Assets whose use is lim ited: 
Under bond indenture agreem ent-- held by trustee 
Revenue Bonds, Series 1994 and 1990 

By board for plant and equipm ent additions and 
replacem enLs 

By board for self-insurance claim s 

l.ess assets w hose use is lim ited required for cunent 
liabilities 

Noncurrenl assets whose use is lim ited 

l)eferred com pensation plan 

U nam orlized debt issuance costs 

Property, plant and equipm ent: 
Land 
Buildings and exluipm ent 
Conslruclion ill progress 

Less accum ulated depreciation 

June 31} 
1998 1997 

$ 2,336,530 $ 3,713,78( 

20,351,183 18,493,650 

3,279,1(15 
225,6(19 

1.467.489 

2,794,914 
230,217 

1,256,532 
27,659,916 26,489,093 

15,790,084 25,217,348 

32,755,324 
623.314 

28,788,989 
663.830 

49,168,722 54,670,167 

3,279,1115 2,794,914 
45,889,617 51,875,253 

543,931 561,837 

1,524,831 

1,924,0(12 2,(140,755 

182,455 267,688 

4,119,4(}4 
123,582,758 
1,541.674 

4,009,784 
74,399,222 
27,934,363 

129,243,836 
44.9511.213 

06,343,369 
40.282.74(1 

84.293.623 

$162,018,375 $147,295,255 



Liabililies 
C urrent liabililies: 
Accounts payable 
Accrued salaries and payroll-related costs 
Accrued interest payable 
A ccrued self-insurance claim s 
Estim ated third-parly payor settlem ents --  M edicare 
and M edicaid 

Currenl portion of capital lease obligations 
Current portion of long-term debt 

Total current liabilities 

June 3(I 
1998 1997 

23,716,779 20,328,46( 

Capital lease obligalions, excluding curm nl pollion 2,484,458 429,185 

)eferred com pensation plan 1,524,831 

l.ong-term debt, net of unam ortized bond discount of 
$828,793 in 1998 and $879,086 in 1997, excluding 
currenl portion 58,886,207 59,905,914 

See acco.qm nying notes 

75,406,100 

$162,018,375 $147,295,255 



H ospital Service D istrict N o. 1 of Tangipahoa Parish, Louisiana 

Statem ents of Revenue, Expenses and Fund Balance 

N et patient service revenue 
Other revenue 
Total revenue 

Expenses: 
Routine services 
Ancillary services 
ltousehold and property 
Dietary and cafeteria 
A dm inistration and general 
Provision for bad debts 
D epreciation 
lnterest 

Total expenses 
Revenue in excess of expenses 

Fnnd balance at beginning of year 
Fund balance at end of year 

,~ee accompanying notes 

Y ear ended June 30 
1998 1997 

$108,272,433 
3,683,425 

$ 95,953,997 
3,119,636 

111,955,858 99,073,633 

18,216,041 
42,867,014 
4,857,533 
2,263,431 
23,806,324 
3,824,201 
5,919,911 
1,426,999 

15,559,034 
37,768,761 
3,836,021 
2,142,049 
21,217,119 
1,918,797 
4,731,274 
1,112,878 

103,181,454 88,285,933 



H ospital Service D istrict N o. 1 of Tangipahoa Parish, Louisiana 

Statem ents of Cash Flow s 

O perating activities 
Revenue ill excess of expenses 
Adjustments to reconcile revenue in excess of expenses to 
net cash provided by operating activities: 
D epreciation 
Net ]oss (gain) on disposals of assets 
lm erest incom e 
lnterest expense 
Changes in operating assets and liabilities: 
Patient accounts receivable 
Inventories, prepaid expenses and other current assets 
Estim ated third-party payor settlem entsI M edicare and 
M edicaid 

A ccounts payable, accrued salaries and payroll-related 
costs, an d other accrued expenses 

N et cash provided by operating activities 

Capital and related financing activities 
Purchases of property, plant and equipm ent 
Proceeds from disposals of assets 
l'rincipal paym ents on long-term  debt 
l'rincipal paym ents on capital lease obligations 
Interest paym ents on long-term debt and capital lease 
obligations 

Change in other assets, net 
N et cash used in capital and related financing activities 

Investing activities 
lm erest earned 
(Increase) decrease in assets whose use is limited 
Under bond indenture agreem ent 
P,y board for plant and equipm ent 
By board for self-insurance claim s 

Other 
N el cash provided by investing activities 

Net increase (decrease) in cash 
Cash at beginning of year 
(;ash at end of year 

Year ended June 30 
1998 1997 

14,986,227 19,841,893 

(19,569,744) 
50,510 

(1,015,000) 
(528,736) 

(3,862,815) 
85.233 

(27,654,483) 
16,815 

(585,000) 
(240,822) 

(3,807,988) 
85.234 

(24,840,552) (32,186,244) 

2,957,724 3,557,881 

9,427,264 
(3,966,335) 

40,516 
17,906 

15,031,381 
(4,798,859 

(6,655 
16.859 

Supplem ental disclosures of cash flow inform alion 
D uring 1998, the Hospital entered into capital lease obligations for equipm ent of approxim ately 
$3,149,000. 

See accompanying notes 



H ospilal Service Districl No. 1 of Tangipahoa Parish, Louisiana 

N otes to tqnancial Slalem ents 

June 3(1. 1998 

1. O rganization and Significant A ccounting Policies 

O rganization 

llospital Service District No. 1 of Tangipahoa Parish, Louisiana (the Hospital or the 
Dislrict) is a nonprofit public corporation organized under powers granted to parish police 
juries by Chapter 10, Title 45 of the Louisiana Revised Statutes of 1950. All corporalc 
powers arc vested in the hoard of comm issioners appointed by lhe Tangipahoa Parish 
Police Council. The District ow ns and operates Norlh Oaks M edical Center

, a 267-bed 
acute care hospital, and N orth Oaks Rehabilitation Hospital, a 35-bed hospital w hich 
provides rehabilitation and skilled nursing services. The H ospitals are located on tw o 
cmnpuses in lhe city of ttam m ond, Louisiana. As a political subdivision, the ttospital is 
exempt fi-nm federal incom e laxes under Section 115 of the Internal Revenue Code. This 
exem plion also applies to state incom e taxes. 

Basis of A ccounting 

The llospital uses tile accrual basis of accounting for proprietary funds. U nder G overn- 
mental Accounting Standards Board (GASB) Statement No. 20, Accounting and 
Financial Rq~orting for l'roprietary Funds and Other Governmental Entities That Use 
t'roprietao, Fund A ccounthzg, the Hospital has elected not to apply Financial Accounting 
Standards Board (FASB) pronouncements issued after November 30, 1989. 

lnventorics 

Inventories are valued at the latest invoice price which approximates lower of cost (first 
in, first-out method) or market. 

Property, Plant and Equipm ent 

The ltospital records all property, plant and equipment acquisitions at cost except for 
assets donated to the ttospital. Donated assets arc recorded at appraised value at the date 
of donation. The ttospital provides for depreciation of its plant and equipment using the 
straight-line m ethod based on the eslimaled useful lives of tim assets as suggested by lhe 
American Hospital Association. Equipment recorded under capital lease obligations is 
included in buildings and equipment and the associated am ortization of these assets is 
included in depreciation expense. 



H ospital Service D istrict N o. 1 of Tangipahoa Parish, Louisiana 

Notes to Financial Statem ents (continued) 

1. Organization and Significant Accounting Policies (continued) 

I)uring 1998, in response to a change in M edicare regulations the Hospital changed their 
asset capitalization policy. In prior years, the ttospital capitalized all assets greater than 
$500. Beginning in 1998, the Hospital began capitalizing only assets greater than $5,0/)(I. 
This resulted in an increase in operating expense of approximately $2,723,000. 

l)eb! Issuance Expense 

The 1 lospital recorded as an asset the costs incurred in connection with the issuance of the 
1994 Revenue Bonds. These costs are being am ortized using the interest method over the 
lik~ of tile bond issue. The amortization is included in interest expense in the statement of 
revenue, expenses and fund balance. 

hlvestlnenls 

l)uring tile year ended June 30, 1998, the Hospital elected to adopt the provisions of 
G ASB Statement No. 31, Accounting and Financial Reporting .for Certain Investments 
and For b,~'ternal hTvestm ent PooLs'; accordingly, all investments are stated at fair market 
value, l)ifterences between the cost and the fair m arket value of the investm ents arc 
included in investment incom e. The accounting change was applied retroactively; how- 
ever, prior period financial statem ents w ere nt~t restated as the effect is not m aterial. 

Self-Insurance Claim s 

Accrued self-insurance claim s represenl the ltospital's accrual for self-insured lrrofessional 
liability and workers' com pensation claim s and em ployee health claim s. 

Ne| Patient Service Revenue and Related Receivables 

Net patient service revenue is reported at the estim ated net realizable am ounts fl'om 
patients, third-party payors, and others for services rendered. The Hospital provides care 
to patients even though they are covered by contractual payment arrangements that do not 
pay lull charges or m ay lack adequate insurance. As a result, the Hospital is exposed to 
certain credit risks. The Hospital manages such risks by regularly reviewing its accounts 
and contracts and by providing appropriate allowances. 



H ospital Service D istrict N o. 1 of Tangipahoa Parish, Louisiana 

Notes to Financial Slatements (continued) 

1. Organization and Significant Accounting Policies (continued) 

M edicare and M edicaid Reim bursem ent 

The lIospital is paid under the M edicare Prospective Payment System (PPS) which pays 
Ihe Hospital a prcdelernained anm unl for M edicare inpatient services rendered based, for 

lhe nmst part, on the Diagnosis Related Group (DRG) assigned to the patient. M edicaid 
inpatient services are paid on a prospective per diem system . 

M edicare outpatient services, psychiatric care, home health services, bad debts, skilled 
nursing services, rehabilitation services, and M edicaid outpatient services are reim bursed 

on a tentative basis during the year which is subject to a retroactive paymenl adjustment 
dclcrm iued in accordance with appropriate M edicare or M edicaid program regulations. 
Relruactive cost settlements are accrued on an estim ated basis in the period the related 

services are rendered and adjusted as necessary in future periods as final settlemenls are 
determ i ned. 

Use of Estim ates 

The preparation of financial statements require s management to make estimates and 
assumptions lhal affect am ounts reported in the financial statements and accmnpanying 
holes. Such eslim ates and assum ptions could change in the future as m ore inform ation 
becom es know n, which could im pact the am ounts reported and disclosed herein. 

Changes in Presentation of Com parative Statem ents 

Cerlain am ounts in lhe 1997 financial statem ents have been reclassified to conform to the 
1998 presentation. 

2. C ash and Investm ents 

Slalules authorize the H ospital lo invest in Uniled Stales Governmenl obligations and 
agencies, certificates of deposit of national banks located in Louisiana or banks organized 
under the laws of Louisiana, any federally insured investment, guaranteed investment con- 
tracts issued by a financial institution having one of the two highest rating categories of 
Standard & Poor's Corporation or M oody's Investors Services, or in m utual or trusl 
inslilulions which are registered with the Securilies Exchange Com m ission under the 
Securities Act of I933 and the Investment Act of 1940 and which have underlying invest- 
m ents consisting solely of securities of the United States G overnm ent or its agencies. 



H ospital Service D istricl No. ] of Tangipahoa Parish, Louisiana 

Notes to Financial Statements (continued) 

2. Cash and Investments (continued) 

The l lnspital's bank balances of deposits at June 3(I, 1998 and 1997, which are included in 
cash and assets whose use is limited on the balance sheets, were entirely insured or collal- 
eralized with securities held by an agent for the pledging bank in the Hospital's nam e. 

At June 30, 1998 and 1997, the Hospital had invested $20,868,926 and $35,705,311, 
respectively, in U . S. G overnm ent obligations and m oney m arket accounts w hose under- 
lying investments consist solely of securities of the U . S. G overnment or its agencies, 
w hich are held by a trustee or an agent of the H ospital in the Hospital's name. The cost of 
such investm ents approxim ates m arket at June 30, 1998 and 1997. These funds are 
recorded in assets whose use is lim ited on the balance sheet. 

3. llealth Insurance Program  Reim bursem ent 

The Hospital participates in the M edicare and M edicaid programs as a provider of medical 
services to program beneficiaries. During the years ended June30, 1998 and 1997, 
approximalely 59% and 67% , respectively, of the Hospital's patient service charges were 
lm nished to M edicare and M edicaid program beneficiaries. 

Laws and regulations governing the M edicare and M edicaid program s are complex and 
subject ~o interpretation. The Hospital believes that it is in compliance with all applicable 
laws and regulatkm s and is not aw are of any pending or threatened investigations involv- 
ing allegations of potential wrongdoing. W hile no such regulatory inquiries have been 

made, compliance with such laws and regulations can be subject to fixture government 
review and interpretation as well as significant regulatory action including fines, penalties, 
and exclusion fiom tim M edicare and M edicaid program . 

M edicare and M edicaid settlements have been determined following the principles of 
reim bursem ent apphcahle to each program and have been recorded in the aeconnls of the 
H ospital. Estim ated settlem ents fnr the years through June 30, 1995 have been audited or 

reviewed by program representatives and adjustments of $4,082,000 and $677,(1(10 for 
fiscal years 1998 and 1997, respectively, have been recorded to increase net patient 
service revenue in each of the years to reflect the effect of changes m ade hy program 
representatives, No significant differences are anticipated between the settlem ents 
recorded and the final settlem ents to be determ ined by program representatives. 



H ospital Service D islrict N o. 1 of Tangipahoa Parish, Louisiana 

4. C harity C are 

Notes to Financial Statements (continued) 

The ltospilal provides care to patients who meet certain criteria under its charity care 
policy w ithout charge or at am ounts less than its established rates. Because the llospital 
does not pursue collection of am ounts determined to qualify as charity care, they arc nol 
repol-lcd as revc1~uc. 

The ltospital m aintains records to identify and m onitor the level of charity care it provides. 
These records include the am ount of charges foregone for services and supplies fim lished 
under its charity care policy. The following information m easures the level of charity care 
provided during the years ended June 30, 1998 and 1997. 

1998 1997 

Charges foregone, based on established rates $ 5,064,429 $ 5,9(15,626 

5. Assets W hose Use ls Lim ited 

The term s of the H ospital's !994 and 1990 Revenue Bonds require funds to be m aintained 
on deposit in certain accounts with the trustee. The funds on deposit in the accounts arc 
required to be invested by the trustee in accordance w ith the terms of the Bond Resolu- 
fiun. As of June 3(1, 1998 and 1997, the funds were deposited as follows: 

Bond debt service accounts 
Sinking fund accounts 
Constr tlction account 
Reserve accounts 

1998 1997 

$ 15,790,084 $ 25,217,348 

The Hospital board of com m issioners has designated Hospital funds to be used for future 
plant and equipment additions, separate and apart from the expansion program , and to 
fire d self-insurance claim s. 

These funds, included m assets whose use is lim ited, were invested in certificates of 
deposit, U. S. Governm ent obligations and m oney m arket funds w hich are stated at fair 
m arket value at June 30. 1998 and 1997. 

10 



H ospital Service D istrict N o. 1 of Tangipahoa Parish, Louisiana 

6. Note Receivable 

Notes to Financial Statements (continued) 

The l tospital entered into an agreement with the Cancer, Radiation and Research Fonnda- 
lion (tile Foundation) for the purpose of constructing a facility thai provides radiation 
ontology treatments on an outpatient basis. Under the terms of tile agreement, the 1 lospi- 
lal loaned $680,331 to the Foundation to construct the facility on the Hospital's campus. 
The note receivable fi'om the Foundation is payable over 30 years and bears an annual 

interes{ tale of 5.5% . The Hospital holds a mortgage on tile facility (excluding equipment, 
furniture and fixtures) to collateralize the note receivable. In addition, the Hospital agreed 
to lease the land upon which the facility is located to thc Foundation for a nom inal annual 
rental fee. Tile initial lease tern 1 is for 30 years with 3 successive 10-year renew al options. 

7. Em ployee Retirem ent Plans 

D efined Contribution Plan 

Tile llospital has a defined contribution plan which covers all full-time em ployees who 
elect to participate after they have m et certain eligibility requirements. U nder the plan, the 
H ospital is required to contribute 2%  of the salaries of eligible em ployees w hile partici- 
pants may contribute up to the m axinm m level allowed by the Internal Revenue Code or 
25% of gross salary, whichever is less. The participants vest immediately in the Hospital's 
and their conlribulions. The retirement benefits received by the participants w ill depend 
upon the accum ulated value of their accounts upon termination, attaining age 59 1/2, 
severe financial hardship, or death. 

Retirement expense included in adm inistration and general expense on the statement of 
revenue, expenses and fund balance was $464,511 in fiscal year 1998 and $393,343 in fis- 
cal year 1997, representing the required contributions in both years. Em ployee contribu- 
fions were $985,275 in 1998, representing 4.24% of total covered payroll. Total payroll 
and covered payroll were $50,498,687 and $23,225,564, respectively, for Ihe year ended 
June 30. 1998. 

Pension Plall 

In October 1997, the Govcrnmental Accounting Standards Board (GASB) issued GASB 
Statemenl No. 32, Accounting and Financial Reporting for Internal Revenue Code 
Section457 Deferred Compensation Pimps (Statement32). Stalement32 requires 
govcrnm enls to report Section 457 plan assets and a corresponding liability in their 
financial statem ents if they m eet certain criteria and are considered fiduciary funds. The 



H ospital Service District No. 1 of Tangipahoa Parish, Louisiana 

Notes to Financial Statements (continued) 

7. Enqfloyee Retiremenl Plans (continued) 

ltospital has two deferred compensation plans which meet the criteria outlined in 
Statement 32. Accordingly, the Hospital had recorded an asset and a corresponding 
liability of $1,524,831 for the fair m arket value of the plan assets as of June 30, 1998. 

8. R isk M anagem ent 

l'rior to July 1, 1993, the Hospital was self-insu,ed for m edical m alpractice on a claims- 
made basis for individual claims up to $100,(}00. Effective July 1, 1993, the Hospital sub- 
scribed to the Louisiana Hospital Association (LHA) Insurance Trust Fund for medical 
malpractice coverage up to $1(10,000. On November 1, 1997, the Hospital returned to 
being self-insured for the first $100,000 of professional liability claims. From July 1, 1993 
to Novem ber 1, 1997, the ttospital w as insured by the LHA Trust Fund for general 
liability claims. Subsequent to Novem ber 1, 1997, the Hospital has maintained a funded 
self-insured program against general liability claims and purchased excess liability 
coverage with $1,(100,(X10 self ,vtention. 

For individual malpractice claims in excess of $100,(}00, the ltospital participates in the 
Slate of Louisiana Patient Compensation Fund (the Fund). The Fund provides malpractice 
coverage to the Hospital for claims in excess of $100,000 up to $5(1(I,000. According to 
current state law, medical malpractice liability (exclusive of futm-e medical care awards) is 
limited to $500,000 per occurrence. Hospital management has no reason to believe that 
the 1 lospital will be prevented fi'om continuing its participation in the Fund. 

The ltospital is involved in litigation arising in the ordinary course of business. Chtim s 
alleging general and m alpractice liability have been asserted against the Hospital and are 
currently in various stages of litigation. As of June 30, 1998, the Hospital has accrued 
$949,400 for the estimated loss and litigation expenses related to general and professional 
liability claims for w hich the H ospital is self-insured. Claims have been filed alleging 
dam ages in excess of the am ount accrued for estimated m alpractice costs. It is the opinion 
of m anagement that estim ated m alpractice costs accrued at June 30, 1998 are adequate to 
provide for potential losses resulting from pending or threatened litigation. Additional 
claims m ay be asserted against the Hospital arising from services provided to patients 
through June 30, 1998. The ltospital is unable to determ ine the ultimate cost of the 
resolution of such potenlial claim s and, accordingly, no accrual has been m ade for them . 



H ospilal Service D islricl N o. I of Tangipahoa Parish, Louisiana 

Notes ~o Financial Statements (continued) 

8. Risk M anagement (continued) 

The l lospital is self-insured for workers' compensation up to $225,00(I per claim, and 
employee health up to $80,000 per claim. A liability is recorded when it is probable that a 
loss has been incurred and the am ount of that loss can be reasonably estim ated. Liabilities 
for claims iucurred are reevaluated periodically to take into consideralion recently sellled 
claims, frequency of claims and other economic and social factors. The H ospital purchased 
com mercial insurance which provides coverages for workers' compensation and em ployee 
health claim s in excess of the self-insured lim its. 

Changes in the Hospital's aggregate claims liability in fiscal years 1998 and 1997 were as 
follows: 

Current Y ear 
Beginning of Claim s and Balance 

Year Ended Fiscal Year Changes in Claim  at Fiscal 
June 30 Liability Estim ates Paym ents Year End 

1998 $1,836,323 

1997 $1,195,055 

9. Capital Lease O bligations 

$ 5,220,517 

$ 5,224,547 

$ (5,055,306) 

$ (4,583,279) 

$2,001,534 

$1,836,323 

The Hospital has enlered into capital lease obligations for radiology, CT scan, M R1 and 
telephone equipment. Future m inim um lease paym ents, by year and in the aggregate, under 
these capital lease obligations consisted of the following at June 3(1, 1998: 

1999 
200(I 
2001 
2002 
2003 
Total m inim um lease paym ent~ 
Less am ount repre senting im puted interest 
Present value of net m inim um lease paym ents 
(including $815,936 classified as cun'ent) 

3,958,250 
657,856 

$ 3,300,394 



H ospital Service D istrict N o. 1 of Tangipahoa Parish, Louisiana 

Notes to Financial Statements (continued) 

9, Capital Lease Obligations (continued) 

The cost of leased assets included in equipment totaled $4,748,91(I in 1998 and 
$1,529,945 in 1997 and accumulated amorlization was $1,571,932 and $964,469 at 
June 3(1, 1998 and 1997, respectively. The related equipm ent collateralizes the capital 
lease obligations. 

The H ospital has entered into various cancelable operating leases for equipment usage 
Operating lease expense was $1,107,878 and $1,228,82(I for the years ended Jtme 3(I 
1998 and 1997, respectively. 

111. Long-Term  D ebt 

The ltospital's long-.term debt as of June 30, 1998 and 1997 consisted of bonds payable as 
follow s: 

1998 1997 

llospital Revenue Bonds, Series 1990 $ - $ 515,0(10 
llospilal Revenue Bonds, Series 1994 60,785,(100 61,285,000 
Less unam ortized bond discount 828,793 879,086 

59,956,207 
1,(170,0(ll~ 

6(I,920,914 
1,015,000 

$ 58,886,207 $ 59,905,914 

The ltospital issued $13,00(I,000 of Hospital Revenue Bonds (Series 1990) which are 
serial bonds w ith annual interest rates ranging from 6.65% to 6.9(1% and annual principal 
payments ranging liom $485,000 in 1996 to the final payment in 2010 of $1,195,(1(10. The 
Revenue Bonds are sui2iect to optional redemption at the discretion of the Hospital on 
February 1, 1998 and thereafter at par. Payment of the scheduled principal and interest on 
the 1990 Revenue 13onds is insured by AM BAC Indem nity Corporation. The 1990 Reve- 
nue Bonds are obligations of the Hospital secured by a pledge of lhe Hospital's re venue. 
In connection w ith the issuance of the Series 1994 Revenue Bonds, the Hospital defeased 

$1 (J,015,000 of the Series 1990 Revenue Bonds maturing from 1999 to 2(110 (see below). 

4 



H ospilal Service D istrict N o. 1 of Tangipahoa Parish, Louisiana 

Notes to Financial Statements (continued) 

10. I.ong-Term Debt (continued) 

On July 5, 1994, the District issued $61,535,000 of Hospital Revenue Bonds, Series 1994 
(the Series 1994 Bonds). The proceeds of the Series 1994 bonds, along with other avail- 
able fnnds were used to advance refund $10,015,000 of the Series 1990 bonds, fund 
certain additions, renovation and improvements to the Hospital and reim burse the Hospital 
for the cost of previous property, plant and equipm ent acquisitions. The Scries 1994 
Bonds consist of $16,190,000 of serial bonds and $45,345,000 of term bonds. The serial 
bonds mature anmmlly in amounts ranging from $50,000 at February 1, 1995 to 
$1,815,000 at February 1, 2009 and bear intcrest rates ranging from 3.80% to 5.95% . The 
tcrm bonds consist of $10,855,000 due February 1, 2014 bearing interest at 6.125% and 
$34,490,000 due February 1, 2024 bearing interest at 6.250% . The term bonds are sulRject 
to mandatory sinking fund redem ption prior to m aturity at par in amounts ranging fiom 
$1,920,000 at February 1, 2010 to $4,465,000 at February l, 2024. Payments of the 
scheduled principal and interest on the 1994 Revenue Bonds arc insured by AM BAC 
Indemnity Corporation. Under the terms of the Bond Indenture, the Hospital is required to 
m aintain, am ong other provisions, a certain debt service coverage ratio and m inim un~ level 
of days cash on hand. 

In connection with the advance refunding of a portion of the outstanding Series 1990 
Bonds, $10,150,(100 in proceeds from the Series 1994 bonds were deposited in an irrew~- 
cable trust with a trustee and used to purchase U . S. G overnment securities. The U . S. 
G overnment securities held by the trust, together with interest to be earned, are sufficient 
to provide for the paym ent of principal and interest on the portion of the Series 199(I 
Bonds advance refunded. As a result, $10,015,000 of the Series 1990 Bonds are consid- 
ered to be clef eased effective July 5, 1994. 

I)uring fiscal years 1998 and 1997, the ttospital capitalized interest cost of $2,246,788 
and $2,617,646, respectively, as part of the expansion project. In addition, intcrcst earncd 
on unexpcnded bond proceeds in the amount of $784,119 and $1,667,965 in fiscal years 
1998 and 1997, respectively, were capitalized as a reduction to the expansion project. 

The scheduled m aturities of the Series 1994 Bonds for the next five fiscal years ending 

June30 are as follows: 1999-- $1,070,000; 2000-- $1,125,000; 2001-- $1,180,000; 
2002---$1,240,000; 2003--- $1,31 (l,000; and $54,860,0(10 thereafter. 



H ospital Service Dislricl N o. 1 of Tangipahoa Parish, Louisiana 

11. Conm fitm ents 

Notes to Financial Statements (continued) 

Tile Hospital has incurred $400,(100 related to the renovation of the old hospital building 
in connection with the 1994 Bond Issue. The renovations are expected to be compleled in 
September 1999 at an estimated additional cost of approximately $6,000,000. 

12. 1 mi)act of Year 2000 Computer Issues (Unaudited) 

The Year 2000 issue is the result of computer programs being written using two digits 
rather than fore- to define the applicable year. The H ospital's computer program s and 
certain com puter aided m edical equipment that have time-sensitive software m ay 
recognize a date using "00" as the year 1900 rather than the year 2(100. This could result 
in system failures or miscalculations causing disruption of operations or medical 
equipment m alfunctions that could affect patient diagnosis and treatment. The Hospilal 
believes thai with m odifications to existing software and conversions to new software, the 
Year 2000 issue will not pose significant operational problems for its computer systems. 
llowever, if such m odifications and conversions are not m ade, or are not com pleted 
timely, the Year 2000 issue could have a material impact on the operations of the 
H ospital. 

The llospital has initiated a com panywide program to prepare its computer systems and 
applications and medical equipment for the year 2000. Tim Hospital expects to incur 
internal staff costs as well as external consulting and other expenses related to 
infrastructure and facility enhancements necessary to prepare the systems for the year 
2000. l lowever, there can be no assurance that the system s of other com panies, on w hich 
the Hospital's system s rely, will be timely converted or that any such failure to convert by 

another company (such as third-party payo,'s) would not have an adverse effect on the 
Huspital's system s. 
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Report of Independent Auditors on 
C om pliance and on Internal Control 

O ver Financial Reporting Based on an 
A udit of Financial Statem ents Perform ed in 

A ccordance W ith Govermnent Auditing Standards 

The Board of Com m issioners 
H ospital Service D istrict N o. 1 of 
Tangipahoa Parish, Louisiana 

W e have audited the financial statem ents of Hospital Service District No. 1 of Tangipahoa 

Parish, Louisiana (the District) as of and for the year ended June 30, 1998, and have 
issued our report thereon dated Septem ber25, 1998. W e conducted our audit in 
accordance with generally accepted auditing standards and the standards applicable to 
financial audits contained hi Government Auditing Standards, issued by the Comptroller 
General of the United States. 

COm l)liance 

As part of obtaining reasonable assurance about whether the financial statements are five 
of m aterial m isstatem ent, we perform ed tests of its com pliance w ith certain provisions of 
laws, regulations, and contracts, noncompliance with which could have a direct and 
m aterial effect on the determ ination of fnancial statem ent am ounts. H owever, 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 no 
instances of noncom pliance that are required to be reported herein under Governm ent 
Auditing Standards. 

Internal Control O ver Financial Reporting 

In planning and perform ing our audit, we considered the District's internal control over 
financial reporting in order to determ ine our auditing procedures for the purpose of 
expressing our opinion on the financial statements and not to provide assurance on lhe 
internal control over financial reporting. O ur consideration of the internal control over 
financial reporting w ould not necessarily disclose all m atters in the internal control over 
financial reporting that m ight be m aterial weaknesses. A m aterial weakness is a condition 
m which the design or operation of one or m ore of the internal control components does 



not reduce to a relatively low level the risk that m isstatements 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 within a timely period by employees in the normal course of performing their 
assigned functions. W e noted no m atters re volving the internal control over financial 
reporting and its operation that we consider to be m aterial weaknesses. 

This report is intended for the information of the board of com missioners, m anagement, 
and the Office of Legislative Auditor, State of Louisiana. However, this report is a m atter 
of public record and its distribution is not lim ited. 

Septem her 25, 1998 

LLP 
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Report of Independent Auditors on 
Com pliance W ith Revenue Bond Resolution 

The Board of Com m issioners 
ttospital Service District N o. 1 of 
Tangipahoa Parish, Louisiana 

-j 

" 2 

[? 

W e have audited, in accordance with generally accepted auditing standards, the balance 
sheet of ltospital Service District No. 1 of Tangipahoa Parish, Louisiana (the District) as 
ol June 30, 1998, and the related statem ents of revenue, expenses and fund balance and 
cash flow s for the year then ended, and have kssued our report thereon dated 

Septem ber 25, 1998. 

In connection with our audit, nothing came to our attention that caused us to believe that 
tile District failed to comply with the terms, covenants, provisions, or conditions of Sec- 

lions 208, 401,402, 501,504 through 507, 512, 601,602, 711,718, 802(a), 802(b), and 
13(}1 of the Composite Bond Resolution relating to $13,000,000 Hospital Revenue Bonds 
(Series 1990) and $61,535,000 Hospital Revenue Bonds (Series 1994) reflecting the 
provisions of Resolutions adopted by Hospital Service District No. 1 of the Parish of 
Taugipahoa, Stale of Louisiana on July 17, 199(}, N ovember 28, 199(}, M ay 18, 1994, and 
June 22, 1994 insofar as they relate to accounting m atters. However, our audit was not 

directed prim arily toward obtaining knowledge of such noncom pliance. 

This report is intended solely for the information of the board of com missioners, man 
agement, the bond trustee, and the O ffice of Legislative Auditor, State of Louisiana 
ltowever, this report is a m atter of public record and its distribution is not lim ited. 

Septem ber25, 1998 

~ ~ pLLP 
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Independent A ccountants' Report on 
Schedule of D ebt Service ('.overage Ratio, 
(;ash on H and, and Average D aily Expense 

The Board of Com m issioners 
Hospital Service District N o. 1 of 
Tangipahoa Parish, Louisiana 

W e have reviewed the accom panying Schedule of Debt Service Coverage Ratio, Cash on 
Hand, and Average Daily Expense for the year ended June 30, 1998 of Hospital Service 
District No. 1 of Tangipahoa Parish, Louisiana (the District). Our review was conducted 
in accordance with standards established by the American Institute of Certified Public 
Accountants. 

A review is substantially less in scope than an audit, the objective of which is the expres- 
sion of an opinion on the accom panying Schedule of Debt Service Coverage Ratio, Cash 
on Hand, and Average D aily Expense. Accordingly, we do not express such an opinion. 

The Schedule of Debt Service Coverage Ratio, Cash on Hand, and Average Daily 

Expense is prescribed by Section 71 l(e) of the Composite Bond Resolution relating to 
$13,000,000 Hospital Revenue Bonds (Series 1990) and $61,535,000 Hospital Revenue 
Bonds (Series 1994) reflecting the provisions of Resolutions adopted by Hospital Service 
District N o. 1 of the Parish of Tangipahoa, State of Louisiana, on July 17, 1990, Novem - 
ber 28, 1990, M ay 18, 1994, and June 22, 1994. 

Based on our review , nothing came to our attention that caused us to believe that the 
accom panying Schedule of Debt Service Coverage Ratio, Cash on Hand, and Average 
l)aily Expense is not presented in conform ity w ilt] the basis set forth in Note 1. 

This report is intended solely for the information of the board of comnfissioners, n]anagc 
m ent, and the bond trustee. However, this report is a m atter of public record and its distri 
bnlion is 1}ol lim ited. 

Septem ber 25, 1998 



H ospital Service D istrict N o. I of 
Tangipahoa Parish, Louisiana 

Schedule of D ebt Service Coverage Ratio, 
Cash on ttand, and Average D aily Expense 

Year ended June 30, 1998 

D ebt service coverage ratio: 
N et incom e available for debt service 
Excess of revenue over expenses 
Add: 
Depreciation 
I nlercst expense 

N et incom e available for debt service 

M axim um annual debt service 

Debt service covera~,e ratio 

M inim um required debt serv ice coverage ratio per Section 501 

Cash oll band: 
Cash on hand* 

Average daily expense: 
Operating expenses 
I Jcss: 
Depreciation 
Provision for bad debts 

Average daily expense (based on 365 days) 

Days cash oll hand 

M inim um required (lays cash on hand per Section 718 

$ 8,774,404 

5,919,911 
1,426,999 

$ 16,121,314 

$ 5,721,755 

2.82 

1.20 

$ 35,715,168 

$ 103,181,454 

5,919,911 
3,824,201 

$ 93,437,342 

$ 255,993 

140 

*Cash on hand, as defined per the Bond Resolution, includes unrestricted cash and 
marketable securities (including board-designated funds but excluding the proceeds of 
any indebtedness) as of the last day of the fiscal year. 

See accompanying note. 



H ospital Service D istrict N o. 1 of 
Tangipahoa Pari sh, Louisiana 

N ote to Schedule of Debt Service Coverage Ratio 
Cash on Hand, and A verage D aily Expense 

1. Basis of Presenlation 

June 30. 1998 

The com putation in the Schedule of Debt Service ('overage Ratio, Cash on Hand, and 

Average Daily Expense is prescribed by Sections 71 l(e) and 718 of the Composite Bond 
Resolution relating to $13,000,000 Hospital Revenue Bonds (Series 1990) and 
$61,535,000 Hospital Revenue Bonds (Series 1994) reflecting the provisions of Resolu- 
lions adopted by Hospital Service D istrict No. 1 of the Parish of Tangipahoa, State of 
Louisiana, on July 17, 1990, Novem ber 28, 1990, M ay 18, 1994, and June 22, 1994. 


