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C~RTI~I~  VU~LIC ACCOUNTANTS 

To the Board of Comm issioners 
Jackson Parish Hospital Service District No. 1 
Jonosboro, Louisiana 

W e have audited the accompanying general purpose financial statements of JACK SON PARISH 

HOSPITAL SERVICE DISTRICT NO. 1, d/b/a JACKSON PARISH  HOSPITAL  (Hospital), a 
component unit of the Jackson Parish Police Jury, as of and for the years ended September 30, 2003 and 
2002, as listed in the table of contents. These general purpose financial statements are the respo nsibility of 
the Hos pital's management. Our responsibility is to express an  opinion on these general purpose financial 
statements based on our audits. 

W e conducted  our audits in accordance with auditing standards generally accepted  in the United  
States of America and the standards applicable to financial audits contained  in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those stan dards require that we plan 
and perform th e audit to obtain reasonable assuran ce about whether the general purpose financial statemen ts 
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the general purpose financial statemen ts. An audit also includes assessing the 
acco unting principles used an d significant estimates made by managemen t, as well as evaluating the overall 
general purpose financial statement presentation. W e believe that our audits provide a reasonable basis for 
our opinion. 

]n our opinion, the general purpose finan cial statements referred to above present fairly, in all 
material respects, the finan cial po sition of the Hos pita l as of September 30, 2003 and 2002, an d the results 
of its operations an d its cash flows for the years then ended, in co nform ity with accounting principles 
generally acce pted  in the United  States of America. 

In accordan ce with Government Aud iting Standards, we have also issued  our repo rt da ted 
M arch 15, 2004, on our consideration of the Hos pital's internal control over financial repo rting and our 
tests of its compliance with certain provisions of laws, regulations, contracts an d gran ts. Th e report is an 
integr al part of an audit pe rformed in acco rdan ce with Government Auditing Standards, and should be read 

in conjunction with this report in considering the results of our audit. 

M arch 15, 2004 

A Pro fessional Accounting Corporation  

I1OV ETERA/~S M EMORIAl. BOULEVARD, SUITE 200, M ETAIRIE, LA 70005-4958 " 504.835.5522 " FAX 504.855.5535 
5100VILLAGE W ALK, SUITE 202, COVINGTON, LA 70435-4012 " 985.892.5850 " FAX 985.892.5956 

W W W . LAPO RTE.CO M  

P, SM McOladrey Network 



JA CK SO N PAR ISH H O SPITAL SERV ICE DISTRICT NO. 1 

d/b/a 
JACKSON PARISH H O SPITAL 

BALAN CE SH EETS 

CURRENT ASSETS 
Cash and Cas h Equivalents 
Assets W hose Use is Lim ited 
Patient Accounts Receivable, Net of 
Estimated Uncollectibles of $517,839 
for 2003, and $683,919 for 2002 

Estimated Third-Party Payor Settlements 
Inventory Supplies - at Cost 
Prepaid Expenses 
Other Receivables 

Total Current Assets 

ASSETS W H O SE USE IS LIM ITED 
Under Indenture Agreement 

Total Assets W hose Use is Limited 

Less: Am ounts Required to M eet Current 

Obligations 

ASSETS 

N oncurrent Assets W hose Use is Lim ited 

PROPERTY, PLAN T AND EQUIPM ENT, NET 

Total Assets 

Septem ber 30 

$ 129,485 
4,283 

791,102 

275,465 

28,868 
10,257 

$ 320,797 
4,192 

683,121 

157:85 
264,802 

26,518 
11,316 

4,283 

4,283 

4,283 

4.192 

4,192 

4.192 

1,786,455 1,807,530 

$ 3,025,915 $ 3,275,761 



LIABILITIES AND FUND BALAN CE 

CURRENT LIABILITIES 
Accounts Payable - Trade 
Estim ated Third-Party Payor Settlem ents 
Current M aturities of Bonds Payable 
Current Obligations of Capital Leases 
Accrued Salaries and Em ployee Benefits 
Accrued Interest on Long-Term Debt 

Total Current Liabilities 

LONG-TERM  LIABILITIES, NET OF 
CURRENT M ATURITIES 
Bonds Payable 
Long-Term  Obligations of Capital Leas es 

Total Long-Term  Liabilities 

FUND  BALAN CE 

AND CO NTINGENCIES 

Total Liabilities and Fund Balance 

Seotem ber 30 
2003 2002 

$ 249,823 
477,514 
221,000 
12,944 

245#12 
8,015 

$ 132,425 

204,000 
11,641 

268,777 
9,013 

1,215,208 625,854 

1,416,000 1,637,000 
11.009 

394.707 

$ 3t025,915 $ 3,275,761 



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH H OSPITAL 
STATEM ENTS OF OPERATIONS 

NET PATIENT SERVICE REVENUE 

OTHER OPERA TING RE VE NUE 

Total Revenue 

OPERATIN G EXPENSE 
Salaries and Benefits 
M edical Supplies 
Professional Fees 
Other Operating Expenses 
Insurance 
lntelcst 
D epreciation 
Provision for Bad Debts 

Total Expense 

(Loss) Income from Operations 

NON-OPERATING RE VENUES 
Ad V alorem Taxes 
Office Rent 
Intere st Income 
Other Incom e 

Non-Operating Revenues 

EXCESS OF (EXP ENSES OVER REVENUES) 
REVE NU ES OVE R EXP ENSES 

For The Years Ended 
September 30, 

2003 2002 

$ 5,540,096 

1,086,902 

6,626,998 

3,694,036 
681,136 

1,209,363 
1,422,327 
202,602 
102,124 

21~830 
365,547 

7,895,965 

(1,268,967) 

547,724 
33,032 
47,633 
33,389 

$ 6,868,995 

1,273,415 

8,142,410 

3,605,808 
784,585 

1,182,593 
1,312,956 
156,088 
140,236 
218,498 
636,823 

8~037~587 

104,823 

483~72 
35,559 
49,497 
2~358 

661.778 595.686 

$ (607,189) $ 700,509 

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

3 



JACK SON PARISH H O SPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH  HOSPITAL 
STATEM ENTS OF CHAN GES IN FUND BALANCE 

BALAN CE, Beginning of Year 

For The Years Ended 
Septem ber 30, 

2003 2002 

$ 1,001,896 $ 301,387 

Excess of(Expenses Over Reveneues) Revenues Over Expenses (607,189) 700,509 

BALAN CE, End of Year 



JACK SON PARISH  H OSPITAL SERVICE DISTRICT NO . 1 
d/b/a 

JACKSON PARISH  H O SPITAL 
STATEM ENTS OF CASH FLOW S 

CASH FLOW S FROM  OPERATING ACTIVITIES 

Excess of (Expenses Over Revenues) Revenues Over Expenses 
Adjustments to Reconcile Excess of(Expenses Over 
Revenues) Revenues Over Expenses to Net Cash 
Provided by Operating Activities 
Depreciation and Am ortization 
Provision for Bad Debts 
Changes In: 
Accounts Receivable 
Estim ated Third-Party Payor Settlem ents 
Inventory Supplies 
Prepaid Expenses 
Other Receivables 
Accounts Payable 
Accrued Salaries and Em ployee Benefits 
Accru ed Interest on Long-Term Debt 
Accounts Payable - Other 

Net Cash Provided By Operating Activities 

CASH FLO W S FR OM  INV ESTING ACTIVITIES 
Cash Invested in Assets W hose Use is Lim ited 
Purchases of Prope rty and Equipment 

Net Cash Used in Investing Activities 

For The Years Ended 
September 30, 

The accompan ying notes are an integral part of these financial statements 

2003 2002 

$ (607,189) $ 700,509 

218,830 
365,547 

(473,528) 
634,999 

(10,663) 
(2250) 
1,059 

117,398 

(22,865) 
(999) 

218,498 
636,823 

(513,074) 
(314,789) 
(38,971) 
34,172 
21,439 

(293,967) 
52,277 

(925) 
(13,771) 

(91) 
(197,754) 

(103) 
(42,510) 



JACKSO N PARISH H O SPITAL SERVICE DISTRICT NO . 1 
d/b/a 

JACKSON PARISH H OSPITAL 

STATEM ENTS OF CASH FLOW S (Continued) 

CASH FLOW S FROM  FINANCING ACTM TIES 
Repayment of Bonds 
Payments M ade on Capital Leases 

Net Cash Used in Financing Activities 

For The Years Ended 
September 30, 

2003 2002 

(204,000) 
(9,706) 

(189,ooo) 
(25,340) 

NET (DECREASE)INCREASE IN CASH AND CASH 
EQUIVALENTS (191,312) 231,268 

CASH AND CASH EQUIVALENTS - BEGINNIN G OF 
YEAR 

CASH AND CASH EQUIVALENTS - END OF YEAR $ 129,485 

SUPPLEM ENTAL DISCLOSUR ES: 

Cash Paid During the Year for Interest $ 103.123 



JACK SON PARISH  H O SPITAL SERVICE DISTRICT NO . 1 
d/b/a 

JACKSON PARISH HOSPIT AL 
NOTES TO FINAN CIAL STATEM ENTS 

N O TE A 
DESCRIPTION OF REPORTING ENTITY AND SUM M ARY OF SIGNIFICANT 
ACCOUNTIN G PO LICIES 

REPORTIN G ENTITY 
The Jackson Parish Hospital Service District No. 1 (Hospital) was organized under the 

Louisiana Revised Statutes of 1950. The Hospital's service area includes all of Jackson Parish, 
Louisiana. 

The Hospital is a political subdivision of the Jackson Parish Police Jury, whose jurors are 
elected officials. Th e Hospital's commissioners are appointed by the Jackson Parish Police Jury. 
As the governing authority of the Parish, for repo rting purposes, the Jackson Parish Police Jury is 
the financial reporting entity for the Hospital. Accordingly, the Hospital was determined to be a 
component unit of the Jackson Parish Police Jury based on Statement No. 14 of the Governm enta l 
Accounting Standard Board. The accompanying general purpose financial statem ents present 
inform ation on the funds only m aintained by the Hospital and do not present inform ation on the 

po lice jury, the governmental services provided by the governmental unit, or the governmental 
units that comprise the general purpose financial reporting entity. 

NATURE OF BUSINESS 
The Hospital operates a 49-bed-acute-care facility. Additionally, the Hospital provides 

emergency, outpatient, and clinical services. 

ACCOUN TING STANDARD S 
The general purp ose finan cial statemen ts of the Hospital have been pre pared in 

conform ity with Generally Accepted Accounting Principles (GAAP) as applied to governmental 
units. The Governmental Accounting Standards Board (GASB) is the accepted standard setting 
body for establishing governmental accounting an d reporting principles. Pursuant to GASB 

Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other 
Governmental Entities That Use Proprietary Fun d Accounting, the Hospital has  elected to apply 
the provisions of all relevant pronouncements of th e Financial Accounting Stan dards Board 
(FASB), including those issued after November 30, 1989, that do not conflict or contradict GASB 
pronounce ments. Hospital accounting an d reporting procedures also conform  to the requirements 
of Louisian a Revised Statute 24:514 and to th e guide set forth in th e 
Audit Guide and th e AICPA Audit an d Accounting Guide - 

GASB issued  GASB Statement No. 34 (GASB 34), Basic Financial Statements and 
Management's Discussion and Analysis for State and Local Government, GASB Statement No. 
37, Basic Financial Statements and Management's Discussion and Analysis for State an d Local 
Governments Omnibus , and GASB Statemen t N o. 38, Certain Financial Statement Note 
Disclosures, which establish financial reporting stan dards for state an d local governments. Th ese 
statemen ts establish that the financial statements should consist of management's discussion and 
an alysis (MD&A) to provide an analytical overview of the entity's financial activities, basic 
financial statements, an d required supplementary data (RSI) as required by other GASB 
statements. Th eses statements are required to be adopted effective October 1, 2003 by the 
Hospital. 



JACK SON PARISH H O SPITAL SERVICE DISTRICT NO . 1 
d/b/a 

JACKSON PARISH HOSPITAL 
NOTES TO FINANCIAL STATEM ENTS 

N OTE A 
DESCRIPTION OF REPORTING ENTITY AND SUM M ARY OF SIGNIFICANT 
ACCOUNTING POLICIES (Continued) 

CASH AND CASH EQUIVALENTS 
Cash and cash equivalents include investments in highly liquid debt instruments with 

maturities of three months or less, excluding amounts whose use is limited by board designation, 
other arrangements under trust arrangements, or with third-party payers. 

INVENTORY SUPPLIES 
Inventory is valued at the lower of cost or market using the first-in, first-out method. 

PROPRIETARY FUND ACCOUNTI NG 
The Hospital utilizes the proprietary fund method  of accounting whereby revenue and 

expenses are recognized on the accrual basis. Substantially all revenues and expenses are subject 
to accrual. 

ASSETS W HOSE USE IS LIM ITED AND INVESTM ENTS 
Assets whose use is limited include funds set aside by the Board of Comm issioners to 

satisfy deposit requirem ents of the Hospital's debt agreements. 

Investments, when present, are recorded at fair value in accordance with Governmental 
Accounting Standards Board Statement No. 31, Accounting and Financial Reporting for Certain 
Investments and for External Investment Pools. Investments in equity securities and all 
investments in debt securities, including those classified as as sets limited as to use, are measured 
at fair value in th e balance sheet. Securities traded on a national or international exchange are 
valued at the last reported sales price at current exchange rates. Investment income, including 
realized gains and losses on investment, interest an d dividends, an d chan ges in unrealized gains 
and losses are included in non-operating incom e. 

GIFTS, GRANTS, AND BEQUESTS 
Gifts, gran ts, and bequests not designated by donors for specific purposes are reported  as 

non-operating revenue regardless of the use for which they migh t be design ated by the Board, 

USE OF ESTI M ATES 
The preparation of financial statem en ts in conform ity with genera lly accepted accounting 

principles requires management to make estimates and assumptions th at affect the reported 
amounts of assets and liabilities at th e date of the finan cial statements and the reported amounts 
of revenues an d expenses during the reporting period . Actual results could differ from those  
estimates. See the disclosure regarding Net Patient Service Revenue below for further discussion 
of sign ificant estimates involving the revenue re cogn ition methods of th e Hospital. 



JACK SON PARISH H OSPITAL SERVICE DISTRICT NO . 1 
d/b/a 

JACKSON PARISH  H O SPITAL 
NOTES TO FINANCIAL STATEM ENTS 

N O TE A 
DESCRIPTION OF REPORTIN G ENTITY AND SUM M ARY OF SIGNIFICANT 
ACCOUNTING POLICIES (Continued) 

NET PATIE NT  SERVICE REVENUE 
The Hospital has agreements with third-party payors that provide for payments to the 

Hospital at amounts different from its established rates. Payment arrangements include 
prospectively determ ined rates per discharge, reimbursed costs, discounted charges, and per diem 
payments. Net patient service revenue is reported at the estimated net realizable am ounts from 
patients, third -party payors, and others for services rendered, including estimated retroactive 

adjustments under reimbursement agreements with third-party payors. Retroactive adjustments 
are accrued on an estimated basis in the period the related services are rendered and adjusted in 
future periods, as final settlements are determined. 

NON-DIRECT RESPONSE ADVE RTISIN G 
The Hospital expenses advertising costs as incurred. 

RISK M ANAGEM ENT  
Th e Hospital is exposed to various risks of loss related to torts; theft of, damage to, and 

destruction of assets; errors and omissions; injuries to employees; and natural disasters. 

The Hospital is a member of two separate trust funds established by the Louisiana 
Hospital Association that encompasses self-insurance of (I) Hospital professional liability an d 
comprehensive general liability and (2) Statutory workers' compe nsation. The Hospital continues 
to carry commercial insurance for all risks of loss. 

STATEM ENTS OF OPERATIONS 
For purposes of presentation, transactions deemed by man agement to be ongoing, major 

or central to th e provision of health care se rvices are reported as operating revenues and expense s. 
Peripheral or incidental transactions are reported as other income and expe nse. 

IN COM E TAXES 
Th e Hospital is a governmental unit which has registered as a not-for-profit corporation 

as described in Section 501(c)(3) of the Internal Revenue Code, and is exempt from Federal 
income taxes on related income pursuant to Section 501(a) of the Code. 



JACKSON PARISH H OSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH HOSPITAL 
NOTES TO FIN ANCIAL STATEM ENTS 

N O TE B 
NET PATIENT SERVICE REVENUE 

The Hospital has agreem ents with third-party payers that provide for paym ents to the 
Hospital at amounts different from its established rates. A summary of the payment arrangements 

with major third-party payers follows: 

M edicare - Inpatient acute care services rendered to M edicare program beneficiaries are 
paid at prospectively determined rates per discharge. These rates vary according to a patient 
classification system th at is based on clinical, diagnostic, and other factors. Inpatient non-acute 
services, certain outpatien t services, and defined capital costs related to M ed icare beneficiaries 
are paid based  on a cost re imbursem ent methodology. The Hospital is reimbursed for cost 
reimbursable items at a tentative rate with final settlement determined after submission of annual 
cost reports by the Hospital and audits thereof by the M edicare fiscal interm ediary. The 
Hospital's M edicare cost reports have been audited by the M ed icare fiscal interm ediary through 
September 30, 1999. 

Outpatient services and inpatient psychiatric services were paid via cost reimbursement 
methodologies, fee schedule limitations, or cost/fen blending methodologies before August !, 2000. 
After August 1, 2000, cost bas ed an d cost/fee blending reimbursed serv ices are paid at 

predetermined outpatient rates, subject to certain stop-loss provisions referred to by Medicare as the 
transitional corridor. The transitional corridor will lim it potential reductions in re imbursement 

caused by the implementation of the outpatient prospective payment system through 2003. Cost 
reimbursed outpatien t services were paid at a ten tative rate, with final settlement determ ined  after 
submission of annual cost reports by the Hospital an d audits perform ed thereof by the M edicare 
fiscal intermediary. Outpatient services subject to the outpatient prospective paym ent system are 
not subject to cost repo rt settlement with several exceptions, and without regard to the transitional 
corridor. 

M edicaid- Inpatient ca re serv ices rendered to M edicaid program ben eficiaries are paid at 
prospectively determined rates pe r day. Certain outpatient services rendered to M edica id 
program beneficiaries are reimbursed under a cost reimbursement methodology. Th e Hospital is 
reimbursed at a tentative rate with final settlement determined after submission of annual cost 
reports by the Hospital an d audits th ereof by the M ed icaid fiscal interm ediary . The Hospital's 

Medicaid cost repo rts have been audited by the Medicaid fiscal interm ediary through 
September 30, 2001. 

Blue Cross - Inpatient serv ices rendered to Blue Cro ss subscribe rs are reimbursed at 
prospectively determ ined rates pe r day of hospitalization. The pro spe ctively determ in ed pe r-diem 

rates are not subject to retroactive adjustment. 

The Hospital has also entered into payment agreements with ce rtain other comm ercial 
insurance carriers, health maintenan ce organ izations, and preferred provider organ izations. Th e 
bas is for paym ents to th e Hospital under these agreements include prospectively determ ined  rates 



JACKSON PARISH H OSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKS ON PARISH H OSPITAL 
NOTES TO FINANCIAL STATEM ENTS 

N OTE B 
NET PATIENT SERVICE REVENUE (Continued) 

Since the Hospital serves a disproportionate share of low-income patients, it qualifies for 
M edicaid Disproportionate Share reimbursements. M edicaid Disproportionate Share reimbursements 
of $921,224 and $1,187,932 are included in Other Operating Revenue for the years ended 
September 30, 2003 and 2002, respectively. These amounts are subject to audit by the State of 
Louisiana. It is remotely possible that settlement amounts may arise as a result of such audits, but 
cannot be  determined as of the date of these financial statements. 

NOTE C 
CONCENTRATIONS OF CREDIT RISK 

As indicated  in Note B, the Hospital generates a substantial portion of its charges from the 
M ed icare and M ed icaid programs at discounted rates. A summary of gre ss M ed icare and M edicaid 
charges for the years ended September 30, 2003 an d 2002 follows: 

M edicare Patients 
M edicaid Patien ts 

Total 

$ 6,596,843 
1,265,581 

$ 7,908,292 
1.628.968 

$ 7.862.424 $ 9_537.260 

The Hospital grants credit to patients, substantially all of whom are local residents, under 
term s requiring timely repayment. The Hospital generally does not require collateral or other 
security in extending credit to patients; however, it routinely obtains assignment of (or is 
otherwise entitled to receive) patients' benefits payable under their health insurance programs, 
plan s, or policies (e.g., Medicare, Medicaid, Blue Cross, and commercial insurance policies). 

follows: 
The mix of gr oss receivables from patients an d third-party payers at September 30 was as 

M edicare and M ed icaid 
Commercial Insurance  
Patients 

2003 

53%  
18% 
29% 

.2002 

45% 
22% 
33%  

NOTE  D 
CHARITY CAR E 

The Hospital provides care to patients who meet certain criteria under its charity care 
policy without charge or at amounts less than its established rates. Because the Hospital does not 
pursue co llection of am ounts determ ined to qualify as charity care, they are not reported as 
revenue. 



JACK SON PARISH H OSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH HOSPITAL 
NOTES TO FINANCIA L STATEM ENTS 

N OTE E 
CASH AND INVESTM ENT S 

Louisiana state statues authorize the Hospital to invest in direct obligations of the U.S. 
Treasury and other federal agencies, time deposits with state banks and national han ks having 
their principal offi ce in the State of Louisian a, guaranteed investm ent contracts issued by highly 
rated finan cial institutions and certain investments with qualifying mutual or trust fund 
institutions. Louisiana statutes also require that all of th e deposits of the Hospital be protected by 
insurance  or collateral. The market value of collateral pledged must equal or exceed 100%  of the 
deposits not covered by insurance. 

The Hospital's deposits are categorize d as follows to give an  indication of the level of 
risk assumed by the Hospital: (1) insured or registered, or the securities are held by the Hospital 
or its agent in the Hospital's name, (2) uninsured and unregistered with the securities held by the 
counter party's trust department or agent in the Hospital's nam e; and (3) uninsured an d 
unregistered with th e securities held by the counterpart or by its trust department or agent, but not 
in the Hospital's name. 

The Hospital's carrying am ount of cash an d depo sits, which include cash balances whose 
use is limited or restricted, amounted to $133,768 an d $324,989, as of September 30, 2003 and 
2002, re spectively. Th e ban k balances were entirely insured or entirely collateralized by 
securities held by the pled ging bank's trust department in the Hospital's nam e. 

NOTE F 
PROPERTY, PLANT AND EQUIPM ENT  

Property, plant and eq uipment is recorded  at cost for purchased as sets or at fair market 

value on the date of any donation, if applicable. The Hospital uses straight-line depreciation for 
finan cial reporting an d th ird party reimbursement. Th e following estimated useful lives are 
genera lly used: 

Buildings 
M achinery an d Equipm ent 
Furn iture an d Fixtures 

25 to 40 Years 
5 to 20Years 
5to 15 Years 

Expenditures for additions, major renewals and betterments are capitalized and 
expenditures for maintenance  an d repairs are charged to operations when incurred. 

The cost of as sets retired or otherwise dispo sed of an d related accumulated depreciation is 
eliminated from the accounts in the year of disposal. Gains or losses resulting from prope rty 
disposals are credited  or charged to current operations. 



JACKSON PARISH H OSPITAL SERVICE DISTRICT NO. 1 
dfe/a 

JACKSON PARISH HOSPITAL 
NOTES TO FINANCIAL STATEM ENTS 

NO TE F 
PROPERTY, PLANT AND EQUIPM ENT (Continued) 

Major classifications of property, plant and equipment are summarized below. 
September 30, 

2003 2002 

Buildings an d Fixed Equipment 
Major Movable Eq uipment 
Land Improvements 

Total Buildings an d Equipm ent 
I.and 

Total Property, Plan t and Equipment, 
Net of Depreciation 

$ 4,629,506 
3,123,232 
] 82,448 

7,935,186 
6.177.631 

1,757,555 
28,900 

$ 4,609,772 
2,992,429 
182,448 

7,784,649 
6,006,019 

1,778,630 
28,900 

Depreciation and amortiTation expense for the years ended September 30, 2003 and 2002, 
totaled  $218,830 and $218,498, respectively. 

NOTE G 
BONDS PAYABLE 

On September 23, 1999, the Hospital issued certificates of indebtedness in the amount of 
$2,380,000 with a 5+875% rate of interest, payable semi-an nually on M arch 1a an d September Ist. 
These Series 1999 bonds call for principal payments on M arch 14 with th e final paym ent due 
M arch 1, 2009. The bonds are secured  by a pledge ofAd Valorem taxes set at 9.56 mills. 

Sched uled  principal repayments on these bonds are as follows: 

2004 
2005 
2006 
2007 
2008 
Th ereafter 

13 

$ 221,000 
240,000 
260,000 
281,000 
305,000 
330,000 



JACK SO N PARISH  H O SPITAL SERVICE DISTRICT NO . 1 
d/b/a 

JACK SON PARISH H OSPITAL 
NOTES TO FINANCIAL STATEM ENTS 

NOTE G 
BONDS PAYABLE (Continued) 

Subsequent to the Hospital's year end, the holders of th e above captioned certificates of 
indebted ness agreed to an interest rate reduction effective October 1

, 2003, which lowered the rate 
from 5.875%  to 4.00% . The interest rate reduction is considered a refunding or reissuance under 
federal law but did not constitute a refunding under applicable laws of the State of Louisiana. 
Accordingly, the State Bond Comm ission approval was not required. The rate reduction is 
an ticipated to save the Hospital approximately $91,000 in interest expenses over the remaining life 
of the debt. Th e scheduled amounts an d due dates of the principal repayments reflected  abo ve were 
unchan ged  by the rate reduction. 

NOTE H  
ABSENCES 

Employees of the Hospital are entitled to paid vacation and holiday days. Sick days are 
not vested and, accordingly, no liability has be en record ed in the accompanying general purpose 
financial statements. Vested vacation and holiday days have been recorded as a liability in the 
accompanying general purpose financial statements at employee earnings rates in effec t at the 
balance sheet dates. 

NOTE I 
PENSIO N PLAN  

Th e Hospital sponsors a defined contribution plan. Th e Plan Adm inistrator is th e Human 
Resource Director. Eligibility requirements are one year & employm ent and attaining the age of 
21. Vesting is 25% per year for years of service 2-5. The Plan 's co verage includes death, 
disability and retirement be nefits. Th e Hospital may amend the Plan at any time at its sole 
discretion. However, no am endment may result in an y participant's vested  interest or an y portion 
of the Plan's assets reverting back to the Hospital. The Hospital contributes 1%  for all eligible 
employees. It will match up to 3% of employee salaries, if the employee also contributes 3% . 
The Hospital contributed  $80,587 and $67,159 for the years ended September 30, 2003 and 2002, 
re spectively. 

NOTE J 
CAPITAL LEASES 

Th e Hosp ital leases equipment under a capital lease that expire s in 2004. Th e as sets and 
liabilities under capital lease are record ed at the lower of the pre sent value of the minimum lease 
payments or fair value of the asset. The assets ar e depreciated  over the lower of th eir related 
lease terms or their productive lives. Depreciation of assets under lease is included in 
depreciation expense for the years ended September 30, 2003 an d 2002. 
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH HOSPITAL 
NOTES TO FINAN CIAL STATEM ENTS 

NOTE J 
CAPITAL LEASES (Continued) 

M inimum future lease payments under capital leas e as of September 30, 2003, during the 
rem ainder of th e term are as follows: 

Year Amount 

2004 
Total M inimum Lease Payments 
Less: Amount Representing Interest 
Total Obligations Under Capital Lease 
Le ss: Current M aturities 

Long-Term M aturities 

$ 13,272 
13,272 
328 

12,944 
12,944 

The interest rate on this capital lease is 5.57% . Total interest incurred on this capital 
lease totaled $938 and $1,516 for the years ended September 30, 2003 and 2002, respectively. 

N O TE K  
OPERATING LEASES 

The Hospital leas ed various equipment and a building under the terms of operating leases 
that expired during 2001, but were renewed for an indefinite period at th eir fair rental value at the 
time of renewal. In the normal co urse of business, operating leases are generally renewed or 
replaced by other leases. Lease expense charged to operations was $186,050 and $199,807 for 
the years ended September 30, 2003 and 2002, respectively. 

NOTE L 
PROFESSIO NAL LIABILITY RISK 

The Hospital participates in the Louisiana Patient's Compensation Fund (PCF) 
established by the State of Louisiana to provide medical professional liability coverage to health 
care providers, The PCF provides for $400,000 in covera ge pe r oc currence  above the first 
$100,000 pe r occurrence for which the Hospital is at risk. Th e PCF places no limitation on th e 
number of ooc urrenees covered. In connection with the establishment of the PCF's, th e State of 
Louisiana enacted legislation limiting the amount of settlement for professional liability to 
$500,000 per oc currence. 

The courts have not tested the constitutionality of this legislation, although th e Louisiana 
Supreme Court has decided that this limit does not apply in cas es of strict liability. The 
Hospital's membership in the Louisiana Hospital Association Trust Fund provides additional 
co verage for professional medieal malpractice  liability. The tru st fu nd bills members in advance  
based upon an  estimate of their exposure. At policy year-end, premiums are re-determ ined 
utilizing actual losses of the Hospital. 
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JACK SON PARISH  H O SPITAL SERVICE DISTRICT N O. ! 
d/b/a 

JACKSON PARISH HOSPITAL 
NOTES TO FINANCIAL STATEM ENTS 

NOTE M  
COM M ITM ENTS 

The Hospital has an 
expires during the fiscal year ended September 30 

contractor contract with a physician that 
2005. As of September 30, 2003, the 

Hospital's commitment for the next fiscal year totals $180,000. This physician works in hospital 
clinics and th e em ergency room . 

The Hospital has a contract with outside parties for management services that include 
providing the Hospital with its administrator, CFO, and Director of Patient Care Services. Th is 
agreement is through November2005. The annual commitment totals $287,500, plus benefits not 
to exceed 30%  of the $287,500. 

NOTE N 
CONTINGENCIES 

The Hospital evaluates contingencies based upon the best available evidence. Th e 
Hospital be lieves that no allowances for loss contingencies are considered necessary. To the 
extent th at resolution of contingencies results in amounts, which vary, from th e Hospital's 
estim ates, future earnings w ill be charged or credited. 

Th e principal contingencies are described below: 

Third Party Cost-Based Charges - Th e Hospital is contingently liable for retroactive 

adjustments made by the Medicare and Medicaid programs as the result of their examinations as 
well as retro active changes in interpretations applying statutes, regulations an d general 
instructions of those programs. The am ount of such adjusUnents cannot be determined. 

Th e Hospital is contingently liable for losses from  
professional liability not underwritten by the Louisiana Patient's Compensation Fund or the 
Louisiana Hospital Assoc iation Trust Fund as well as for assessments by the Louisian a Hospital 
Association Trust Fund. 

W orkmen's Compensation Risk - Th e Hospital participated in the Louisian a Hospital 
Association Self-Insurance W or kmen's Compe nsation Trust Fund in 2003 an d 2002. Should th e 
fu nd's assets not be  adequate to cover claims made against it, the Hospital may be as sessed its pro  
rata share of the resulting deficit. It is not possible to estimate the amount of additional 
assessm ents, if an y. Accordingly, the Hospital is contingently liable for assessments by the 
Louisiana Hospital Association Trust Fund. The trust fund presumes to be a "Grantor Tru st" an d, 
accordingly, income and expenses are pro rated to m ember hospitals. Tbe Hospital has included 
these allocations of equity in the trust in its general purpose financial statements. 
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JACK SON PARISH HOSPITAL 
NOTES TO FINANCIA L STATEM ENTS 

NOTE N 
CONTINGENCIES (Continued) 

- Currently, the Hospital has elected to provide discounted 
healthcare services to employees and their dependents, as an alternative to a form er self insured 
plan maintained in previous years. Additionally, a supplemental health insurance benefit is 
available to employees who purchase private insurance in their name. This benefit is limited to 
the lesser'of $169 per month or the cost of the policy. 

- Various claim s in the ordinary course of business are 
pending against the Hospital. In the opinion of management and counsel, insurance is sufficient 
to cover adverse legal determ inations in those cases where a liability can  be measured. 
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L~oPORTL~EHRr MIG HAND 
CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Commissioners 
Jackson Parish H ospital Service District No. 1 
Jonesboro, Louisiana 

Our report on our audits of JACK SON PARISH  H OSPITAL SERVICE DISTRICT NO .l, 
d/b/a JACKSON PARISH HOSPITAL (Hospit~,l) for the years ended September 30, 2003 and 2002, 
appears on page l. These audits were m ade for the purpose  of forming an  opinion on the general purpose 
finan cial statem ents taken as a whole. The supplem entary inform ation listed in the table of contents is 
presented for purposes of additional analysis an d is not a required part of the general purpose financial 
statements of the Hospital. Such inform ation has been subjected  to the auditing procedures applied in the 
audits of the general purp ose financial statements, and in our opinion, is fairly stated in all material respects 
in relation to the general purpose financial statements taken as a whole. 

M arch 15, 2004 
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARI SH HOSPITAL 
SCHEDULE OF NET PATIENT SERVICE REVENUES 

DAILY PATIENT SERVICE REVE NUES 
Adult and Pediatric 

PCAU Room Revenue 

Total Daily Patient Services 

OTHER PRO FESSIO NAL SERVICES 
Pharmacy/IV Therapy 
Laboratory 
Respiratory Care, EKG and EEG 
Radiology 
EmergenCy Room 
Dr. Overby 
Specialty Clinics 
Surgery 
W alk-ln Clinics 
Anesthesia 
Dr. Ize-lyam u 
Blood Bank 
JP Family Care Clinic 
Dr. M arzan 
Kid M ed 
Nursing Services 
Dr. Garcia 
Jonesburo Rural Health Clinic 
Diabetes Education 
M obile Health Clinic 

PCAU 

Total Other Professional Services 

Gross Patient Service Revenue 

Less: Contractual Adjustments 

Net Patient Service Revenue 

See independent auditor's report on supplementary information. 

2O 

For The Years Ended 
September 30, 

2003 2002 

1,711,448 $ 2,206,837 
48,784

, 

1,711,448 2,255,621 

1,836,336 
1,274,042 
1,241,433 
1,239,113 
1,030,082 
647,900 
357,858 
152,040 
109,765 
89,953 
63,343 
44,066 
36,771 
35,068 
33,177 
26,992 
13,073 

7,267 
5,815 
3,087 

8,247,181 

2,498,286 
1,367,934 
1,374,705 
1,343,183 
967,255 
570,808 
661,866 
204,028 
149,279 
134,166 
17,255 
38,400 

242,837 
34,234 
72,194 
209,801 

4,790 

9,958,629 12,154,561 

4,418,533 



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH HOSPITAL 
SCHEDULE OF OTHER OPERATING REVENU E 

Disproportionate Share Revenue 
School-Based Health Center Grant Proceeds 
Cafeteria Revenue 
Drugs Sold to Employees 
Supplies Sold to Em ployees 
M edical Records 

Total OtherOperating Revenue 

For The Years Ended 
September 30, 

2003 2002 

921,224 
132,967 
14,451 
13,599 
3,865 
796 

$ 1.086,902 

$1,187,932 
34,654 
15,486 
30,416 
2,063 
2,864 



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO . I 
d/b/a 

JACKS ON PARISH HOSPITAL 
SCHEDULE OF SALARIES AND BENEFIT S 

Nm sing Services and Adnfinistr~ on 
Laboratory 
Em ergency Room 
Dr. Overby 
Radiology 

Respiratozy Therapy 
Busin ess Office 
School Based  Health Cem er 
Housekeeping 
Jonesboro Rural Health Clinic 
Pharmacy 
Diaa~, and Cafetexia 
M edical Records 
Dr . Ize-lyamu 
Surgery 
Admitfng 
Infection Control 
Dr. M arzan 
C~~tml Supply 
W alk-ln Cl inic 
Kid M egl 
Administrative 
Diabetes Education 
Plant Operations en d M aintenance 
Dr. Garcia 
Accounting 
/P Family Care Clinic 
Dala Processing 
M obile Health Cl inic 
PCAU 

Total Salaries 

FICA 
Health and Life Insurance 
Retixem en t 
W orkers' Compen sation insurance 
Unemploym ent Taxes 
Other Benefits 

Total Benefits 

Total Salaries and Benefi ts 

For The Years Ended 
September 30, 

$ 

2003 2002 

714,123 
261,941 
260,650 
226,026 
215,719 
145,338 
141,643 
124,313 
123,403 
122,248 
116,821 
106,780 
94,488 
86,761 
75,543 
71,425 
65,223 
45,337 

3%579 
36,816 
32,889 
29,990 
28,206 
26,109 
20,929 
20,374 
16,868 
11,712 
4,637 

$ 788,381 
228,250 
277,910 
158,974 
161,716 
122,593 
94,214 
4~510 
122,953 

96,455 
101,243 
87,037 
41,385 
69,080 
66,920 
25,177 
194,553 
35,947 
45,244 
34,265 
28,556 
14,487 
24,688 
179,643 
44,264 

12,286 

3,263~891 3~143,153 

236,066 
87,237 
80,587 
38,305 

Z465 
(19,515) 

430.145 

229,262 
90,118 
67,159 

34,950 
5,993 
35~173 

462~655 

$ 3~694t036 $ 3,605,808 



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKS ON PARISH HOSPITAL 
SCHEDULE OF M EDICAL SUPPLIES 

Pharm acy 
Laboratory 
Nursing Services 
Radiology 
Respiratory Therapy 
Blood Bank 
Em ergency Room  
Sur gery  
Dr. Overby 
W alk-In Cfinic 
Central Supply 
Jonesbom  Rural Health Clinic 
JP Fam ily Care Clinic 
Dr. Ize-Iyam u 
School Based Health  Cen ter 
Kid M ed 
M obile Health Clinic 
Diabetes Education 
Dr. M arzan 
Specialty Clinics 
Dr. Garcia 
Anesthesia 
PCA U 

Total M edical Supplies 

See independen t auditor's report on supplementary information 

23 

For The Years Ended 
Seotem ber 30. 

2003 2002 

$ 272,310 $ 
160,774 
81,591 
38,664 
29,930 
25,032 
24,677 
18,307 
11,774 
6,756 
3,865 
1,756 
1,476 
1,229 
1,162 
837 
473 
232 
189 
61 
41 

338,352 

176,967 
87,437 
44,677 
48,926 
24,299 
7,720 
28,777 
9,516 
4,692 

2,607 
2,273 

4,061 
2,516 
458 
867 
440 

$ 681~136 $ 784,585 



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH HOSPITAL 
SCHEDULE OF PROFESSIONAL FEES 

Em ergency Room  
General and Administrative 
Plant Operations 
JP Family Care Clinic 
Laboratory  
Nursing Services 
Anesthesiology 
Radiology 
Specialty Clinics 
Respiratory 
SBHC 
Dietary 
Pharm acy 
Diabetes Education 
M edical Records 
PCAU 
Dr. M arzan 
W alk-In Clinic 
Dr. Garcia 

Total Professional Fees 

See independent auditoI's report on supplem en tary inform ation. 
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For The Years Ended 
September 30, 

2003 2002 

$ 410,585 $ 
271,168 
145,465 
116,056 
71,635 
55,486 
54,340 

27,775 
20,680 
13,206 
9,632 
5,826 
5,545 
1,035 
929 

338,254 

29~697 
146,221 

86,825 
42,168 
63,389 

57,728 
115,470 

1~832 

3,920 
4,033 

3,211 
5,200 
750 

520 
375 



JACK SON PARISH  H O SPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACKSON PARISH HOSPITAL 
SCHEDULE OF OTHER OPERATING EXPENSES 

Plant Operations 
General and Administrative 
Radiology 
D r. Overhy 
Laboratory 
Business Offi ce 
Dietary  
Housekeeping 
Nursing Services 
Data Processing 
Emergency Room 
M edical Records 
JP Fam ily Care Clinic 
School Based  Health Center 
Pharm acy 
W alk-In Clinic 
Dr. Ize-Iyam u 
Respiratory 
M obile Health Clinic 
Adm itting 
Kid M ed 
Jonesboro Rural Health 
Accounting 
Surgery  
Diabetes Education 
Special Clinics 
Central Supply 
PCAU 
Dr. Garcia 
Dr. M arzan 

Total Other Operating Expense 

See independent auditor's report on supplementary inform ation. 
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For The Years Ended 
Septem ber 30, 

2003 2002 

$ 454,157 $ 
282,881 
157,361 
74,244 
63,748 
59,532 
53,488 
49,713 
42,025 
39,664 
30,665 
26,932 
16,476 
16,129 
10,334 
8,247 
6,708 
6,603 
5,881 
5,213 
4,64 0 
3,712 
2,223 
1,567 
1,555 
1,501 
1,350 

(1,979) 
(2,243) 

332,609 
337,570 
154,053 
80,338 
64,283 
51,171 
55,959 
59,400 
27,524 
33,073 
7,523 
30,374 

10,448 
13,155 
2,753 
4,441 
13,373 

3,536 

(356) 

1,891 
2,955 
2,234 
883 

1,183 
211 

20,918 
1.454 

$1,4221327 $ 1,312r956 



JACKSON PARISH  H O SPITAL SERVICE DISTRI CT NO . 1 
d/b/a 

JACK SON PARISH H OSPITAL 

SCH EDULE O F 
GOVERNING BOARD EXPENSES 

G OVERNIN G BOARD EXPENSES 
Barbara Johns 
Henry Kim p 
Larry Avery 
Harold Thom as 
Fannie W illiam s 
Lonnie M enzina 

Sharron M osley 

See independent auditor's report on supplementary information. 
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For The Years Ended 
September 30, 

2003 2002 

440 
44 0 
360 
440 
360 
240 

280 

$ 1,760 
1,240 
80 
80 
80 



CERTIFIED PUBLIC ACCOUNTANTS 

IND EPENDENT AUDITOR'S REPORT ON COM PLIANCE AND ON 
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUD IT OF 

FINAN CIAL STATEM ENTS PERFORM ED IN ACCORDANCE W ITH 
GOVERNM EN T A UDITING STANDARDS 

Board of Commission ers 
Jackson Parish H ospital Service District No. 1 
Jonesboro, Louisiana 

W e have audited the general purpose financial statements of JACKSON PARISH H O SPITAL 
SERVICE DISTRICT No. 1 (Hospital) as of and for the year ended September 30, 2003, and have 
issued our report thereon dated M arch 15, 2004. W e conducted our audit in accordan ce with auditing 
stan dards generally accepted in th e United States of America and the standards applicable to financial 
audits contained in Government Auditing Standard', issued by the Comptroller General of th e United 
States. 

Compliance 
As part of obtaining reasonable as suran ce about whether the H os pital 's general purpose finan cial 

statements arc rice of material misstatements, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts an d gran ts, noncompliance with which could have a direct and 
material effect on the determination  of finan cial statement amounts. However, providing an  opinion on 
compliance with those provisions was not an  objective ofon r audit and, accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of nonco mplianco  that are required to be 
reported under Government Auditing Standards. 

In planning an d performing our  audit, we considered the H os pital's internal control over 
finan cial reporting in order to determ ine our auditing pro cedures for the purpose of expressing our 
opinion on the general purpose financial statem ents and not to provide assurance on the internal control 
over finan cial re porting. Our consideration of the internal control over financial reporting would not 
necessarily disclose all matters in the internal control over financial reporting that might be material 
weaknesses. 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 misstatements in 
amounts that would be material in relation to the general purpose financial statements being audited may 
occur and not be detected within a timely period by employees in the normal course of perform ing their 
assigned functions. W e noted no matters involving the intern al control over financial reporting and its 
operation that we consider to be material weaknesses. However, we noted other matters involving the 
internal control over finan cial repo rting that we have repo rted to man agement of the Hospital, in a 
separate letter dated M arch 15, 2004. 
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This report is intended solely for the information and use of the Board of Commissioners, 
M anagement and the Legislative Auditor of the State of Louisiana, an d is not intended to be and should 
not be used by anyone other than those specified parties. Under Louisian a Revised Statute 24:513, this 
report is distributed by the legislative auditor as a public document. 

M arch 15, 2004 

A Professional Accoum ing Corporation 



JACKSON PARISH H OSPITAL SERVICE DISTRICT NO. 1 
d/b/a 

JACK SON PARISH H OSPITAL 
STATUS O F PRIOR YEAR AUDIT FINDING S 

For the Year Ended Septem ber 30, 2003 

COM PLIANCE W ITH LAW S AND REGULATIONS 

Finding 2002-1 

Condition: The hospital lacked suffi cient controls in its payroll system regarding the monitoring 
of time worked by salaried employees and specific procedures related to the disclosure of other 
fall-time employment for employees at time of hiring. 

Criteria: Louisiana R.S. 42:63(E) provides, in part, that no person holding full-time employment 
in the government of this state or of a political subdivision thereof shall at the same time hold 
anoth er full-tim e em ployment in the governm ent of the State of Louisiana, in th e government of 
political subdivision thereof, or in a combination of these. An investigative audit cen dueted by 
the Offi ce of the Legislative Auditor of the State of Louisian a disclosed that a full-time employee 
of the Hospital was simultaneously engaged and paid as a full-time employee of Grambling State 
University (GSU) in an apparent violation of R.S. 42:63(E). 

Effect: During the five year period from September 1996 to September 2001, the employee was 
compensated as a fu ll-time professor at GSU where she was paid $242,597. During that same 
period the employee was paid $420,134 as a full-time psychiatric nurse specialist. 

Cause: Th e lack of requirements for salaried employees to provide the Hospital's administration 
with a record of specific time worked. Because of this deficiency m an agement was unawar e of 
the employee's conflicting or overlapping hours at the Hospital or GSU . 

Recommendation: It was recommended bythe Legislative Auditor of the State of Louisiana, that 
man agement of th e Hospital establish policies and proc edures requiring all employees to prepare 
timesheets appropriately doc umenting spe cific time and attendan ce. It was recommended that the 
dual employm en t cease immediately. It was noted that the above-mentioned  employee had 
already resigned her position with the llospital. 

M anagement's Response: The management of the Hospital indicated that it was unaware of the 
employee's conflicting employment and would not have condoned it. Th e man agemen t of the 
Hospital has indicated that to prevent a similar incident from recurring, the Hospital has 
implemented new policies requiring each full-tim e employee to disclose outside employment, an d 

all salaried employees (including physicians) to provide the administration with a time sheet 
("record of time worked form"). 

Current Status: M anagement of the Hospital has implemented the above mentioned procedures. 
The Hospital's psychiatric unit, where the employee in question was employed, was closed prior 
to th e effective date of her resignation. 
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M arch 15, 2004 

Board of Comm issioners 
Jackson Parish Hospital 

Ci~KTI FlED PUBLIC ACCOUNTANTS 

In planning and performing our audit of the financial statements of Jackson Parish Hospital (the 
Hospital) for the year ended September 30, 2003, we considered the Hospital's internal control to plan our 
auditing procedures for the purpose of expressing our opinion on the financial statements and not to 
provide assuran ce on the internal control. 

However, during our audit, we noted certain matters involving the internal control and other 
operational matters that are presented for your  consideration. This letter does not affect our report dated 
M arch 15, 2003 on the financial statements of the Hospital. W e will review the status of these comments 
during our next audit engagement. Our com ments and recommendations, all of which have been 
discussed with appropriate members of management, are intended  to improve the internal control or result 
in oth er operating efficiencies. W e will be pleased to discuss these comments in further detail at your 
co nvenience, pe rform any additional study of these m atters, or assist you in implementing the 
reco mm endations. Our co mments are summarized as follows: 

Com m ent 03-01 Com pliance with Public Bid Law 

O bservation: 
Each year we must conduct testing to substan tiate compliance with the State of Louisiana's 

Public Bid Law. Dur ing the course of our audit we had to spend a large considerable amount of time to 
determ ine that the bid law provisions had been complied with on certain equipment purchases. 

The bid law generally requires the purchasor of materials (including equipment) and supplies 
equal to $10,000 but less than $20,000 to obtain three telephone quotes or faxes, obtain written 
confirmation of the accepted offer, and if the lowest quote is not accepted , the reasons for rejection of that 
offer must be documented and maintained. 

For purchases of materials an d supplies greater th an  $20,000 a form al se aled  bid process is 
required, which includes advertisement an d agreement by contract to the lowest bidder according to 
specifications. 

There is no statutory requirement for purchas e procedures under $10,000 but obtaining at least 
th ree  quotes is recommended. 
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Jackson Parish Hospital 
M arch 15, 2004 
Page 2 

There arc exceptions to the bid law in the case of emergencies but care must again be  taken to 
document the justification of the emergency exception as defined by laws (R.S. 38:2212(D) and 
2212.1(g). 

Other considerations specifically relevant to hospitals: 

Political subdivisions arc authorized to adopt all or any part of the Louisiana Procurement 
Code and its accompan ying re gulations for the procurement of supplies, services, major 
repairs, and construction. Rather than going out for bid under the state procurement code a 
list of acc epted vendors is maintained with the State Purchasing offi ce. 

~ A Hospital Serv ice District may acquire, construct an d maintain medical offi ce buildings 
without the application of public bid law an d lease law. 

Any Hospital operated by a Hospital Service District may enter into an agreement with one or 
more qualified group purchasing organizations for the purpose of obtaining bids for the 
purchase of materials and supplies. Such agreemen ts provide th at the qualified group 
purchasing organ ization shall submit a price list for those materials an d supplies offered by it 
and gu aran tee that th e prices will remain in effect for at least three months. 

6 Hospital M aintenance and Clean ing Contracts are contractual services and do not have to be 
bid. 

* Contracts be tween a Hospital Service  District an d corporation for Laundry Services need not 
be bid. 

Hospital Serv ice Districts may contract for management services without the use of public 
process. 

Rec om m endation 
W hile the above is a summary of the relevant factors regarding the Public Bid Law, it does not 

neces sarily include all the considerations that are involved  in significant purchases made by the Hospital. 
Indee d man y of th e Hospital's purchas es of equipment or supplies are made through group purchas ing 
organ izations or by use of State accepted vendors, which often makes the process less cumbe rsome, W e 
recommend that the Hospital make additional efforts to maintain the required documentation on file both 
to increase audit efficiency and demonstrate compliance with State laws and regulations. W e further  
recommend that the Legislative Auditor's Offi ce be  contacted if there are questions surrounding what 
requirements are applicable to an individual purchase. 



Jackson Parish Hospital 
M arch 15, 2004 
Page 3 

Com m ent 03-02 M aintenance of Property and Equipm ent Subsidiary Ledger 

O bservation: 
W e noted during the course of the audit that two vehicles that were disposed (sold\traded) during 

the course of the fiscal year were not removed from the Hospital's property led ger. After further review, 
it was noted that there were other item s in the vehicle section of the ledger that the Hospital no longer 
owned that were included in the listing. W hile all of these items were fully depreciated and the journal 
entry we proposed had no affect on net income, the lack of an annual update of the listing does represent 
an internal co ntrol weakness as well as a co nflict with Louisiana's asset m anagem ent laws. These laws 
require amongst other things that a master file oftbe  movable inventory  should be maintained and shall 
contain the following information: 

~ Description of the property 
~ M anuFacturer's serial number, ifany 
~ Description and l,ocation of the Identification M ark 
~ Original Cost of the Property 
~ Principal place where the property is located/used. 

W e also noted that included on the subsidiary ledger are other fu lly depreciated equipment, which 

judging by the dates acquired, are likely no longer owned by the Hospital or are likely no longer in 
service. Because of the volume and types of assets and equipment that a Hospilal Service District has, it is 
a time consuming job to annually inventory and maintain this listing. Additionally, some items are 
generally included as a group with vague descriptions such as "lab equipment" which make the removal 
of individual disposed assets di flicult because of the problems with specific indcntification. 

Recom m endation: 
W e recom mend that the Hospital consider taking an annual inventory of movable equipm ent each 

year that specifically identifies the equipm ent on hand. W e also recommend that this listing be reconciled 
to the actual property and equipm ent snbsidiary ledger to the extent possible. Finally, the financial staff 
should review th e subsidiary ledger for any equipment known have been disposed yet still on the listing 

as a fully depreciated asset and propose the appropriate journal entries to management to remove these 
items. M anagement may have to make assumptions regarding some of the older items of equipment in 
the subsidiary ledger based on the known age of the items as to whether or not they should be written off. 

Com ment 03-03 Segregation of Duties, Contingency Planning, And Staffi ng 

Observation: 
The Hospital, like any other business entity, is often com pelled to reduce staffing and 

adm inistrative costs to remain fiscally sound in a competitive market. Accordingly, the natural tendency 
is to co nsolidate many functions relative to transaction pro cessing and financial record keeping to a 
relatively small group of individuals. A good system of internal control requires an appropriate 
segregation of duties. The theory being that no one person should have access to all aspects of transaction 
processing. 
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In conjunction with the "separation of duties" issues discussed above it is clear that many of the 
ltospital's financial reco rdkeeping resl~nsib~li'~ies remain ex'tremel3~ ~oneentra',ed ~u a single indi'Adual. 
The concern here is, should the services of the Hospital's financial adm inistrator suddenly become 
unavailable, there may not be adequate staffing imm ediately available to fulfill the rec ordkeeping and 
bookkeeping functions, that he perform s. In short, questions that should be asked include: If the current 
financial administrator were not available, how quickly could we locate at least a temporary replacement? 
W ould there be someone available to handle important functions such as bill paying and maintenance of 
receivable balances in this situation? How and by whom would payroll and related tax filings be 
handled? W hat would be the short-term costs to the Hospital if it suddenly found itself in this situation? 

Recom m endation: 
W e recommend that the Hospital's management consider re viewing the assignment of duties 

involved in the Hospital's financial administration and also develop a contingency plan addressing this 
area. One possible solution to this problem could involve adding an acco untant or experienced 
bookkeeper to the finance department that could assume some of tile more routine bookkeeping and 
reconciliation functions on a periodic basis. The Hospital may also want to consider cross-training of 
existing office personnel in some of the critical functions peffornlcd oll a daily basis. "['he latter would 
provide the benefit of having additional employees fam iliar with certain critical functions and the added 
benefit of being able to provide assistance to the financial administrator during busy periods. 

Com m ent 03-04 A pproval of Accounts Payable Invoices for Paym ent 

O bservation: 
During the course of the audit we look at numerous bills that have been submitted to the Hospital 

for payment. W e noted that while a copy of the signed check was attached to each paid invoice, several 
invoices lacked any clear evidence of approval on the face of the invoice. This represents a potential 
weaka~ess in internal control. 

Recom m endation: 
All invoices after receipt should be dated as of the date received, matched with appropriate 

receiving documentation, and in the case of purchas es made via purchase orders, to the approved 
purchase order. Finally the invoices should be reviewed by management or other responsible parties an d 
approved prior to being input into the accounts payable system . If the accounts payable proce ssor is, in 
all cases, instructed to look for th is approval before the invoice may be input into the accounts payable 
system, the likelihood of unauthorized purchases are greatly reduced . 

W e recomm end that the Hospital inmitute a policy that require s that all vendor invoice s and 
supporting documents be stamped during the disbursement process using a rubber stamp. The stamp 
should contain design ated areas applicable to each of the control procedures in the disbursem ents cycle 
an d an indication of the date paid and check number. This stamp would include space s for invoice 
approval, date or input, general ledger acco unt\department coding, date paid and cheek numbe r. 
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Each area should be initialed by the employee perform ing the applicable procedure as evidence 
th at the procedure w as performed. W hen all areas arc initialed and the date paid and check num ber 
indicated, there will exist, for review by the check signer, doc umentary evidence that all of the control 
procedures have been performed, an indication of which employees perform ed the applicable procedures, 
and an indication that the invoices and supporting documents were canceled to prevent reuse, e.g., 
duplicate payments. 

W e believe that the im plementation of these recommenda/ions will provide the Hospital with a 
stronger system of internal accounting control while also making its operations more effi cient. W e will be 
happy to discuss the details of these recommendations with you and assist in any way possible with their 
implementation. 

W e would also like to thank the Board and management for allowing us to serve as your auditors. 
W e would also like to give special acknowledgement to David Sanders and his staff both for their efforts 
to bring the audit to a soc cessful conclusion and to recogn ize their efforts on behalf of the Hospital 
throughout the year. Their as sistance and dedication is greatly appreciated. 

This report is intended solely for the information and use of M anagement, the Finance 
Comm ittee, M embers of the Board of Comm issioners, and others within the organization, and the offi ce 
of the l,ouisiana Legislative Auditor and is not intended to be and should not be used by anyone other 
than these specified parties 

Sincere ly 

A Professional Accounting Corporation 



 

Jackson 
165 Beech Springs Road 
An A#J~te ofS~ F~V~  MedZ~/Oenter 

Legislative Auditor 
1600 Nor th Third Street 
Baton Rouge, LA 70802 

A Parish Hospit
~  "Partnem for Life" 0b H~ Y / 7 

~ Jonesboro, Loufsiana71251 ~ Telephone 3:!_8-259-4435 P[! ,/~: ~  

Attan fion: SnTanne Elliott, 
Engagem ent M anagcr  
Division of Qual/ty and Policy Assurance 

Legislative Auditor: 

The Jackson P arish Hospital Service  District No. 1 respe~Cuily subm its the following Corrective 
A~ion  Plan for the year en ded Septem ber 30, 2003 for the en m m en ts m ade in the letter to m anagem ent 
dated Februmy 15, 2004. 

Audit Com m ent 03-01 Com pliance with Public Bid Law 

Sum mary of Com m ent and Recom m endations: 

It was noted  during the Audit that diffi culty was en countered in obtaining th e documon tation of 
compliance with the requirem en ts of the Publio Bid Law provisions on certain equipm ent 
purchases. W hile no specific complizmce  finding was noted, it was recommen ded  that the 
Hospital make additional efforts to maintain the required  documen tation on file both to increase 
audit efficiency an d dem ons trate co mplian ce wiflt State laws and regulations. It was further 
recommended  that the Legislative Auditor's Office  be co ntacted if there are questions  
m oun ding what requirem ents axe appficable to an individual purchase. 

Corrective Action Plan: M anagem ent co ncurs with the recomm en dation an d is curren tly working 
wi th purchasing personnel in the Hosp ital to ce nm tlize the filing an d 
retention of docum en tation  of all purchases th at fall wi thin the applicable bid 
law thresholds. 
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Audit Com m ent 03-02 M aintenance of Property and Equipm ent Subsidiary Ledger 

Sum mary  of Com m ent and Recomm endations 

It was noted during the course of the audit that two vehicles that were disposed (sold\traded) 
during the fiscal year were not rem oved from the Hospital's property ledger . After further 
review, it was noted that there were other item s in the vehicle section of the led ge~ Ibm the 
Hospital no longer owned that were included  in the listing. It was also noted that included on the 
subsidim~y ledger are other fully depreciated equipment, which judging by the dates acquired, are 
likely no longer owned  by the Plospital or are likely no longer in service. 

The audit reco mm enda tion was m ed e that the t-iospital consider taking an an nual inven tory of 
m ovable equipm ent each year that specifically identifies the equipmen t on hand. It was also 
recom men ded that this listing be rec onciled to the actual properly and eq',fipm ent subsidiary 
ledger to the exten t possible. Finally, the recomm enda tion was made that the financial staff 
review the subsidiary ledger for an y equipment knov~ to have been disposed yet still on the 
listing as a fully depreciated asset and propose the appropriate journal entries to management to 
ren aovc these item s. M anagemen t may have to make as sumptions regarding som e of the older 
item s of equipm en t in the subsidiary ledger based on the known age of the item s as  to wheth er or 
not they should be written off. 

Corrective Action Plan: M an agemen t concurs with the recommendation to update the fixed  asset 
ledger at the tim e of disposal for all fixed  as sets whether or not fully 
dep reciated. M anagement also ag rees to take step s to monitor the ovarall 
accuracy of the led ger and will evaluate th e feasibility of perform ing an  
an nual physical inventory of~ll m ovable equipmen t. 

Audit Com m ent 03-03 Segregation of Duties, Contingency Pla nning, And Staffing 

Sum m ary of Com m ent and Recom m endations 

It was recommended  that the Hospital's manag ement consider reviewing the as signment of duties 
involved  in the Hosp ital's financial administration an d also develop a co ntingency plan 
addressing this area. One possible solution recommen ded in this area could involve adding an 
acco untant or experien ced bookkeeper to the finance departm en t that co uld as sum e so me of the 
more routine bookkeeping an d reconciliation functions on a periodic bas is. The tiospital may 
also want to consider cross training of existing office personnel in som e of the critical functions 
performed on a daily basis. Th e latter would provide the ben efit of having additional employees 
fam iliar with certain critical functions and tile added  ben efit of being able to provide as sistance to 
the financial administrator during busy periods. 

Corrective Action Plan: M anagem ent will continue to ex amine the as signm ent of duties in the 
finan cial and accounting areas for opportunities to expan d the segregation of 
duties to the fullest exten t possible with the existing stale M an agem en t 
recognizes the need to both minim ize the incidence of incompatible duties 
vested in a single or relatively sm all group of individuals, and will work to 
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cross-train staff to pro vide contingency support in critical financial areas, 
M an agement does have a goal of sapplernen fing the exist~ g financial staff, 
but m ust monitor the viability of such m easures in light of current budgetary 
an d cash flow restraints, 

Audit Connnent 03-04 Approval of Accounts Payable Invoices for Paym ent 

Sum m ary of Comm ent and 

It was noted during the audit that a copy of the signed  check was attached to each paid invoice 
exam ined, that s~weral invoices lacked any clear evidence of approval on the fac e of th e invoice 
itself, representing a potential weakness in internal control. It was recomm ended that all invoices 
after rece ipt should be dated as of the date received, matched with appropriate receivin8 
documentation, and in the ease of purchases made via purcb_ase orders, to the approved  purchase 
order. The invoice s should be reviewed by man agem en t or other responsible parties and 
approved prior to being input into the ac counts payable system . If th e accounts pay ab le processor 
is, in all cas es, instructed to look for this approval befor e the invoice  may  be input into the 
accounts payable system , the likelihood of unauthorized  purchases are greatly reduced. 

Corrective Action Plan: M anagem ent emphas izes that efforts are m ade to review all invoices prior to, 
or at the tim e of, paym ent but concurs with the recomm enda tions as a 
method of strengthening ex isting controls over th e procur ealaen t en d 
disbursem en t fimetions. M anagem en t will im plement these 
recommen dations as a supplem ent to existing controls such as th e dual 
signatur es curren tly required on all chec ks. 

Contact Person: David San ders, Financial Adm inistrator 

Anticipated Com pletion Date: Correc tive Action will begin in M ay 2004 

Sincerely 

SERVICE DISTRICT NO. I 


