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To the Board of Commissioners
Jackson Parish Hospital Service District No. 1
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Independent Auditor's Report

We have audited the accompanying gencral purpose financial statements of JACKSON 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 year ended Scptember 30, 1999, as listed
in the table of contents. These general purpose financial statements are the responsibility of the 1ospital’s
management. Our responsibility 1s to express an opinion on these financial statements based on our audit.
The financial statements of the Hospital, as of Scptember 30, 1998, were audited by other auditors whose
report dated February 17, 1999, on those statements included an explanatory paragraph that described the
uncertainty of the Hospital to continue as a going concern due to the Hospital’s significant operating losscs,
reduced cash flow, and the amount of current deb.

We conducted our audit in accordance with gencrally accepted auditing standards and the standards

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.  Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements arc free of material misstatement. An audit

includes examining, on a test basis, cvidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used and significant estimates made

by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the general-purpose financial statements referred to above present {airly, in all
maicrial respects, the financial position of the Hospital as of September 30, 1999, and the results of its
operations and its cash flows of its proprictary fund for the year then ended, in conformity with gencrally
accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated
January 27, 2000, on our consideration of the Hospital’s internal control over financial reporting and our
tests of 1ts compliance with certain provisions of laws, regulations, contracts and grants.

Our audit was made for the purpose of forming an opinion on the general-purpose financial
statements taken as a whole. The supplementary information listed in the table of contents is presented for
purposes of additional analysis and is not a required part of the financial statements of the Hospital. Such
mformation has been subjected to the auditing procedures applied in the audit of the general purpose
financial statements, and in our copinion, is fairly stated in all material respects in relation 1o the financial
statements taken as a whole.

A Professional Accounting Corporation
SO0 Two Lakeway Center 3850 N, Causeway Blvd, Mcotainie, LA 70002 (504) 835-5522 FAX (504} 835-5535
724 E. Boston Street, Covington, LA 70433 (504) 892-5850 FAX (504) 892-5956
b-Mail Address: laporte@laporte.com  Internet Address: http://www laporie.com/
NMember ol AICPA Division for CPA Firms-Private Companices Practice Section and SEC Practice Section
International Affiliation with Accounting Firms Associued, Inc.



The accompanying financial statecments have bcen preparcd assuming that the Hospital will
continue as a going concern.  As discussed in {he Note Q to the financial statements, the Hospital’s
significant opcrating losscs together with the amount of current debt raisc substantial doubt about its ability
as a going concern. The financial statements do not include any adjustments relating to the recoverability
and classification of reported asset amounts or the amounts and classification of labilitics that might result

from the outcome of this uncertainty.
« !
&@%p M

A Professional Accounting Corporation
January 277, 2000



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

JACKSON PARISH HOSPITAL
BALANCE SHEETS

ASSETS

CURRENT ASSETS

Cash and Cash Equivalents

Assets Whose Use 1s Limited

Patiecnt Accounts Receivable, Net of
Istimated Uncollectibles of $369,580
for 1999, and $457,113 for 1998

Inventory Supplies - at Cost

Investments

Prepaid Expenses

Other Receivables

Total Current Assets

ASSETS WHOSE USE IS LIMITED
By Agreecments with Third-Parly Payors
for Funded Depreciation
Under Indenture Agreement

Total Asscls Whose Use is Limited

I.ess: Amounts Required to Mcet Current
Obligations

Noncurrent Assets Whose Use 1s Limited
FROYTERTY, PLANT AND EQUIPMENT, NET

Total Assets

The accompanying notes arc an intecgral part of these financial statcments.

d/b/a

Sceptember 30,

1999

968,427
3,756

486,603
261,791

83,522
19,467/

1,823,560

2,273,596

4,097,162

1998

$

322,093
7,394

819,574
215,062
1,521
92,896

1,458,540

3,608
3,786

7,394

7,394

2,507,823
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LIABILITIES AND FUND BALANCE

Scptember 30,
1999 1998
CURRENT LIABILITIES
Accounts Payable - Trade $ 1,280,083 $ 1,806,102
Estimated Third Party Settlements 699,228 903,079
Current Maturitics of Bonds Payable 176,000 192,000
Current Maturitics of Note Payable - 140,277
Current Obligations of Capital 1.eases 41,691 45,332
Accrued Salaries and Employec Benefits 304,079 423,250
Accrued Inferest on Long-Term Debt 2,139 5,411
Payroll Taxes Payable 10,045 43,941
Total Current Liabilities 2,513,805 3,559,392
LLONG-TERM LIABILITIES, NET OF CURRENT MATURITIES
Bonds Payable 2,204,000 -
[.ong-Term Oblipations of Capital Leascs 46,901 26,383
Other Liabilitics - 1,755
Total Long-Term Liabilitics 2,250,901 28,138
COMMITMENTS AND CONTINGENCIES - -
FUND BALANCE
IFund Balance (66°7,604) 378,833
Total Liabilitics and Fund Balance $ 4,097,162 $ 3,966,363




JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISII HOSPITAL

STATEMENTS OF REVENUES AND EXPENSES

IF'or The Ycars Ended

September 30,
1999 1998
NET PATIENT SERVICE REVENUE $ 5,420,616 $ 6,197,072
OTHER OPERATING REVENUE 1,085,876 845,132
T'otal Revenue 0,512,492 7,042,204
OPERATING EXPENSES
Salaries and Benefits 4,000,686 4,887,998
Mcdical Supplics 695,044 686,729
Professional Fees 422,408 205,255
Other Opcerating Expenses 1,592,189 1,254,388
Insurance 189,324 254,607
l.cascs and Rentals 112,580 146,894
Interest 32,112 47,851
Depreciation 284,895 344,154
Provision for Bad Debts 075,638 442071
Total Expenscs 8,004, 876 8,329.947
l.oss {rom Operations (1,492,384) (1,287,743)
NON-OPERATING GAINS (LOSSES)
Ad Valorem Taxes 310,663 433,502
Office Rent 62.354 33,543
Interest Income 4,387 19,700
Other Income 11,086 .
(1.oss) on Sale of Ambulance Assets (67,704) -
Non-Opcrating Gains, Net 320,786 486,745
EXPENSES AND LLOSSES IN EXCESS
OF REVENUES AND GAINS, BEFORE
EXTRAORDINARY ITEM (1,171,598) (800,998)
EXTRAORDINARY ITEM - SETTLEMENTS ON
PRIOR YEAR OUTSTANDING DEBT 125,161 -
EXPENSES AND 1.OSSES IN EXCESS
OF REVENUES AND GAINS $ (1,046,437) §  (800,998)

The accompanying noles arc an integral part of these financial statements.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISIH HOSPITAL
STATEMENTS OF CHANGES IN FUND BALANCE

I“or The Years 1inded

September 30,
1969 1998
BALANCE, Beginning of Ycar $ 378,833 $ 1,179,831
Expenscs and 1.osscs 1n Excess
of Revenues and Gains (1,046,437) (800,998)
BALANCE, End of Year h (667,604) $ 378,833

The accompanying notcs are an integral part of these financial statements,

>



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISH HOSPITAL
STATEMENTS OF CASH FLOWS

For The Years Ended
September 30,
1999 19908

CASH FLOWS FROM OPERATING ACTIVITIES
AND GAINS AND LOSSES

[Ixpenses and Losses in Excess of Revenues and Gains $ (1,046,437) $ (800,998)
Adjustments 10 Reconcile Revenues and Gains in Excess
of Expenses and Losses to Net Cash Provided
by (Used in) Operating Activitics and Gains and l.osses:
L.oss on Disposal of Ambulance Assels 07,704 -
Depreciation and Amortization 284,895 344,154
Provision for I3ad Debis 675,638 442,071
(Increasc) in Accounts Receivable (342,6067) (220,241)
(Decrease) Increase in LEstimated Third-Party
Payor Scttlements (203,851) 660,892
Decrease (Increase) in Investments 1,521 (71)
(Increase) Decrease in Invenforics (40,729) 13,417
Deerease mn Prepaid Expensces 9,374 28,997
(Increase) in Other Receivables (19,467) -
(Dccrease) Increase in Accounts Payable (520,019) 222,447
(Dccerease) in Accruced Expenses
and Employce Bencfits (119,173) (17,345)
(Decrease) in Accrued Interest on Long-Term Debt (2,672) -
(Decrease) in Payroll Taxes Payable (33,890) -
(Decrease) in Other Liabilities (1,755) -
Net Cash Provided by (Uscd in) Operating,
Activities and Gains and Losses (1,303,534) 067,323
CASH FLOWS FROM INVESTING ACTIVITIES
Cash Withdrawn From (Invested in) Assets Whose
Usc is Limited 3,638 (1,179)
Purchases of Property and Equipment (66,041) (118,941)
Net Cash (Used in) Investing Activities (064,403) (120,120)

The accompanying noies arc an integral part of these financial statements.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISH HOSPITAL

STATEMENTS OF CASH FLOWS (Continucd)

FFor The Years Ended

Septeniber 30,
1999 1998
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Bond Issuance 2,380,000 -
Repayment of Bonds and Certificates of Indebtedness (192,000) (178,000)
Payments Made on Capital I.eases (33,452) (35,149)
rocecds of Notes Payable - 48,638
Payments on Note Payable (146,271 (181,983)
Net Cash Provided by (Used in) Financing
Activities 2,014,271 (346,494)
NET INCREASE IN CASIT AND CASH EQUIVALENTS 646,334 200,709
CASH AND CASH EQUIVALENTS - BEGINNING OF
YEAR 322,093 121,384
CASH AND CASH EQUIVALENTS - END OF YEAR $ 968,427 $ 322,093
SUPPLEMENTAL DISCLOSURES:
Cash Paid During the Year For Interest 3 36,784 _t’f 47,851
SUPPLEMENTAL DISCLOSURES OF NON-CASH
FINANCING AND INVESTING ACTIVITIES
Assels Acquired Through Capital Leascs \) 50,330 $ 19,997
Capital L.case Obligations $ 50,330 $ 19,997
Construction in Progress Capitalized During the Year $ 36,980 $ -

The accompanying notes are an integral part of these financial statements.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
d/b/a

JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE A

ORGANIZATION AND OPERATIONS

1LEGAL ORGANIZATION

The Jackson Parish Hospital Service District No. 1 (“Hospital™) was organized under the
l.ouisiana Revised Statutes of 1950. The Hospital’s arca includes all of Jackson Parish,
l.ouisiana.

The Hospital is a political subdivision of the Jackson Parish Police Jury, whosc jurors are
clected officials. The Hospital’s commissioners are appointed by the Jackson Parish Police Jury.
As the governing authority of the Parish, {or reporting 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 National
Committec on Governmental Accounting.  The accompanying general purpose {inancial
statements present information only on the funds maintained by the Hospital and do not present
information on the police jury, the povernmental services provided by the governmental unit or
the governmental units that comprise the financial reporting entity.

NATURE OF BUSINESS

The Hospital opcrates a 25-acutc-carc hospital and a 24-bed psychiatric  unit.
Additionally, the Hospital provides home health, ecmergency, outpatient, and clinic services.
During the year ended September 30, 1999, the Hospital discontinued its operation of a parish
ambulance service.

CHANGES IN REPORTING CLASSIFICATION
The classification of certain prior year amounts has becn changed 1o reflect consistent

reporting when compared to current year balances.

NOTE B

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Hospital conform to gencrally accepted accounting
principles as applicable to governments. The following 1s a summary of the more significant
policics:

FINANCIAL REPORTING ENTITY
The accompanying general purpose financial statements of the Hospital present the

financial position and changes in fund balance for the enterprise fund. The results of operations
and cash flow arc also presented for the enterprise fund.

ACCOUNTING FOR PROPRIETARY FUND TYPE

The operating accounts of the Hospital are organized into onc proprictary fund type. The
operation of the proprietary fund is accounted for by providing a set of self-balancing accounts,
which arc comprised of asscts, liabilities, fund balance, revenues and ¢xpenscs.




JACKSON PARISH BOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE B

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)
ACCOUNTING FOR PROPRIETARY FUND TYPE (Continued)

Enferprisc funds are uscd 1o account for opcrations (a) that are financed and operated in a
manner similar to private business enterprises where the intent of the governing body is that the
costs (expenses, including depreciation) of providing goods or scrvices to the general public on a
continuing basis be financed or recovered primarily through user charges, or (b) where the
governing body has decided that periodic determination of revenues carned, expenses incurred,
and/or net income is appropriate for capital maintenance, public policy, management confrol,
accountability or other purposes.

METHOD OF ACCOUNTING

Hospital accounting and reporting procedures conform to the requirements of lLouisiana
Revised Statute 24:514 and to the guide set forth in the Louisiana Governmental Audit Guide, the
AICPA_ Audit and Accounting Guide -~ Health Care Organizations, and standards sct by the
Governmental Accounting Standards Board (GASB), which is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles.

CHARITY CARE
The Hospital provides care to patients who meet certain criteria under its charity care
policy without charge or at amounts Icss than its cstablished rates. Because the Hospital does not

pursue collection of amounts determined to qualify as charity care, they are not reported as
Irevenuc.

INCOME TAXES
The entity is a political subdivision and is therefore exempt from taxation.

CREDIT RISK

The Hospital provides medical care primarily to Jackson Parish residents and grants
credit to patients, substantially all of whom are locat residents.

The Hospital’s estimate of collectibility is based on an evaluation of historical collections
compared to gross revenucs to establish an allowance for uncollectible accounts,

NET PATIENT SERVICE REVENUE

Net patient service revenue is reporied at the estimated net realizable amounts from
patients, third-party payors and others for scrvices rendered, including cstimated retroactive
adjustments under reimbursement agrecments 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.

INVENTORIES

Inventorics are stated at the lower of cost or market valuc. Cost is determined by the {irst-
in, first-out method.
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JACKSON PARISII HOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE BB
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd)

STATEMENT OF REVENUE AND EXPENSES

For purposcs of presentation, transactions deemed by management to be ongoing, major or
central to the provision of health care services are reported as revenues and expenses. Peripheral or
incidental transactions are reported as non-operating.

ASSETS WHOSE USE 1S 1LIMITED
Asscts whose use 1s limited mclude funds set aside by the Board of Commissioners to
satisly deposit requirements of the 1ospital’s debt agreements.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is recorded at cost for purchased assets or at fair market
valuc on the datc of any donation, if applicable. The Hospital uses straight-linc depreciation for
financial reporting and third party reimbursement.  The following cstimated useful lives are
gencrally used.

Buildings 2510 40 Yecars
Machinery and Equipment 510 20 Years
Furmiture and Fixtures 5to 15 Ycars

Ixpenditures for additions, major rencwals and bettcrments arc capitalized and
expenditures for maintenance and repairs are charged o operations when incurred.

The cost of asscts retired or otherwise disposed of and related accumulated depreciation are
climinated from the accounts in the year of disposal. Gains or losses resulting from property
disposals are credited or charged to opcrations currently.

NOTE C
CASH AND CASH EQUIVALENTS
Cash and cash cquivalenis consist primarily of deposits in checking accounts and moncy
markct accounts. The market value of all cash and moncy market accounts are not materially
diffcrent from their carrying valucs.

All deposits arc covered by Federal deposit insurance or collateral held by the pledging
financial istitution’s trust departments in the Hospital’s name.

NOTE D
INVESTMENTS
The 1lospital considers all financial instruments with original maturitics in excess of 90
days to be temporary cash investmenits.

10



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

" JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE E
PATIENT SERVICE REVENUES
The Hospital gencrates a substantial portion of its charges from the Mcdicare and Medicaid

programs at discounted ratcs. A summary of gross Medicare and Medicaid charges for the year
ended September 30, 1999 and 1998 follows:

1999 1998
Medicare Patients $ 4,614,726 $ 5,109,872
Mcdicaid Patients 1,910,813 1,874,448
Total $ 6,525,539 § 6,984,320
Percent of All Patients 04% 66%

Stnce the Hospital serves a disproportionate share of low-income patients, it qualifics for
Mecdicaid Disproportionate  Share  reimbursements. Mcdicaid  Disproportionate  Share
rcimbursements of $941,348 and $646,609 arc included in Other Operating Revenuce for 1999 and
1998, respectively.

NOTE F
PROPERTY, PLANT AND EQUIPMENT
Major classifications of property, plant and equipment arc summarized below.,

September 30,
1999 1998

Buildings and Fixed liquipment $ 4,553,707 $ 4,499,738
Major Movable Equipment 2,825,241 3,180,125
[.and Improvements 181,047 174,685
7,559,995 7,854,548

l.ess: Accumulated Depreciation 5,308,799 5,369,125
Total Buildings and liquipment 2,251,190 2,485,423
f.and 22,400 22,400

Total Property, Plant and Equipment,

Net of Depreciation $ 2273506 § 2507823

Depreciation and amortization expense for the years ended June 30, 1999 and 1998 totaled
$284,895 and $344,154, respectively,

11



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE F (Continued)

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment include fully depreciated assets, which are still in scrvice
in the approximate amount of $3,500,000.

These assels were obtlained in part with funds from a Hill-Burton program grant of
$907,482. The Hill-Burton program has the ability to recapture a portion of that grant should the
facilily be taken out of service or if used by an unqualified recipient.

NOTE G
COMPENSATED ABSENCES
Employees of the Hospital are entitled to paid vacation and holiday days. Sick days arc
not vested and, accordingly, no liability has been recorded in the accompanying gencral purpose
{inancial statements. However, vested vacation and holiday days off have been recorded as a

liability in the accompanying general purposc financial statements at employee carnings rates n
cifcct at the balance sheets date.

NOTE H

PENSION PLLAN

liffective March 1, 19906, the Hospital adopted a new defined contribution plan. The
Variable Life Insurance Company (VALIC) Prototype Combined Profit Sharing/Money Purchase
Plan Basic Document and Adoption Agreement #001 named “Jackson Parish Hospital Retirement
Plan” (the “Plan™). The Plan Administrator is the Human Resource Dircctor. Eligibility
requircments are one year of employment and attained age of 21. Vesting 1s 25% per year for
years of scervice 2-5. The Plan’s coverage includes death, disability and retirement benefits. The
lospital may amend the Plan at any time at its sole discretion. However, no amendment may
result in any participant’s vested interest or any portion of the Plan’s assets to revert back to the
Hospital. The Hospital contributes 1% for all eligible employees. 1t will match up to 3% of
cmployee salaries, if the employee also contributes 3%. The Hospital contributed $59,246 and
$63,333 for the years ended Scpiember 30, 1999 and 1998, respectively.

NOTE 1

CAPITAL LEASES

The Hospital lcases various equipment under capital leases that expire in various years
through 2004. The asscts and liabitities under capital lcascs arc rccorded at the lower of the
present value of the minimum lease payments or fair value of the asset. These assets arc included
within property, plant and cquipment on the Balance Sheets. The assets are depreciated over their
cstimated productive lives. Depreciation of asscts under capital leascs is included in depreciation
cxpense.

12




JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE 1
CAPITAL LEASES (Continued)

The following is a summary of property held under capital leases:

1999 1908
Total Equipment Under Capital Lease $ 247,877 $ 197,547
L.ess: Accumulated Depreciation 183,131 166,416
Net Asscts Under Capital 1.eases $ 64,746 $§ 31,131

Minimum future lease payments under capital leases as of September 30, 1999 {or each
of the ncxt four years and 1n aggregate are:

Ycar Amount

2000 $ 41,691
2001 17,499
2002 10,175
2003 10,757
2004 8.470
Total Minimum Lease Payments 88,592
I.ess: Current Maturitics 41,691
[.ong-Term Maturitics  __46.90]

Interest rates on capital leases vary from 5% to 17% and are imputed on the lessor’s
implicit rates of return. Total interest incurred on these capital leases totaled $25,488 for the yecar

ended September 30, 1999,

NOTE J
OPERATING LEASES
The Hospital lcases various equipment and a building under operating lcases expiring in
various years through 2001. Lease expense charged to operations totaled $112,580 and $146,894

{or the years ended September 30, 1999 and 1998, respectively.
Certain operating lcases provide for rencwal options for an indefinite period at their fair

rental value at the time of renewal. In the normal course of business, operatling lcases are
gencerally rencwed or replaced by other leases.

13



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISIHI HOSPITAL
NOTES TO FINANCITAL STATEMENT'S

NOTE K

BONDS PAYABLE

On September 23, 1999, the Hospital issucd certificates of indebtedness in the amount of
$2,380,000 with a 5.875% rate of interest, payable semi-annually on March 1% and September 1%
These Series 1999 bonds call for principal payments on March 1% with the final payment due
March 1, 2009. The bonds are secured by a pledge of Ad Valorem taxes set at 8.2 mills to be
levied on taxable property from 1999 through 2008.

Scheduled principal repayments on these bonds arc as follows:

2000 $ 176,000
2001 174,000
2002 189,000
2003 204,000
2004 221,000
Thereafter 1.416.000

$_ 2,380,000

As of September 30, 1998, the Hospital had an outstanding balance of $192,000
payable on a 1992 Sertes Bond. This liability was sctticd on March 1, 1999, Interest incurred on
this debt totaled $6,624 for the year ended September 30, 1999,

NOTE L

NET PATIENT SERVICE REVENUE

The Hospital has agreements with third-party payors that provide for payments 1o the
Hospital at amounts different from its ¢stablished rates. A summary of the payment arrangements
with major third-party payors follows:

Medicare — Inpatient acute care services rendered to Medicare program benceficiarics arc
paid at prospectively determined rates per discharge. These rates vary according to a patient
classification system that 1s based on clinical, diagnostic and other factors. Certain outpaticnt
services related to Medicare beneficiaries are paid based on a cost reimbursement methodology.
The Hospital 15 reunbursed for cost reimbursable items at a tentative rate with final setticment
determined after submission of annual cost reports by the Hospital and audits thereof by the
Medicarce fiscal intermediary. 1llome health is reimbursed based upon a cost reimbursemcent
methodology, which is subject to limits on a cost per visit or beneficiary basis. The Hospital’s

- Medicare cost reports have been audited by the Medicare fiscal intermediary through

September 30, 1997, .

Medicaid — Medicaid mpatient services are reimbursed based on a prospectively
determined per diem rate.  Medicaid outpatient scrvices arc rcimbursed under a cost
reimbursement methodology. The Hospital is reimbursed at a {entative rate for cost bascd
services with final scttiement determined aficr submission of annual cost reports by the 1ospital
and audits thercof by the Medicaid fiscal intermediary. The Hospital’s Mcedicaid cost reports
have been audited by the Medicaid {iscal intermediary through September 30, 1994,

14




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

NOTE L

NET PATIENT SERVICE REVENUE (Continued)

Blue (ross — Inpatient services rendered to Blue Cross subscribers are reimbursed at
prospectively determined rates per day of hospitalization. The prospectively determined per-diem
ratcs arc not subject to retroactive adjustiment.

The Hospital has also entered into payment agrecements with certain . commercial
imsurance carriers, health maintenance organizations, and preferred provider organizations. The
basis for payments to the Hospital under these agreements include prospectively determined rates
per discharge, discounts from cstablished charges, and prospectively determined daily rates.

NOTE M

PROFESSIONAL LIABILITY RISK

The Ilospital participates in the lLouisiana Patient’s Compensation Fund (PCF)
cstablished by the State of l.ouisiana to provide medical professional liability coverage to health
care providers. The fund provides for $400,000 in coverage per occurrence above the {irst
$100,000 per occurrence for which the Hospital is at risk. The fund places no limitation on the
number of occurrences covered.  In conncction with the establishment of the Patient’s
compensation Fund, the State of Louisiana enacted legislation limiting the amount of scttlement
for professional liability to $500,000 per occurrence.

The constitutionality of this legislation has not been tested by the courts, although the
Louisiana Supreme Court has decided that this limit does not apply in cases of strict liabitity. The
Hospital’s membership in the Louisiana Hospital Association Trust Fund provides additional
coverage for professional medical malpractice liability. The trust fund bills members in advance

bascd upon an estimate of their exposure. At policy year-end, premiums arc redctermined
ulilizing actual losses of the Hospital.

The Trust fund presumes to be a “Grantor Trust” and, accordingly, income and expenses
arc proraled to member hospitals. The Hospital has included these allocations of cquity in the
trust m its financial statements. Lquity reported by the Fund in the amounts of $22,257 and
$22,257 were reported by the Hospital for the years ended September 30, 1999 and 1998,
respectively. These amounts are included within prepaid insurance on the balance sheets.

NOTE N

BUSINESS AND CREDIT CONCENTRATIONS

The Hospital grants credit to patients, substantially all of whom are local residents, under
terms requiring timely repayment.  The Hospital generally does not require collateral or other
security 1n extending credit to patients; however, it routinely obtains assignment of (or is
otherwise entitled 1o receive) patients’ benefits payable under their health insurance programs,
plans, or policies (¢.g., Mcdicare, Medicaid, Blue Cross, and commercial insurance policies).
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE N
BUSINESS AND CREDIT CONCENTRATIONS (Continued)

The mix of gross receivables from patients and third-party payors at September 30 was

follows:
1999 1998
Mcdicare and Medicaid 53% 70%
Commercial Insurance 28% 17%
Patients 19% 13%
NOTE O
COMMITMENTS

The Hospital has employment/independent contractor contracts with three physicians that

expire at various terms through January 2002. As of September 30, 1999, the Hospital’s
commitinent for the next fiscal year totals $250,000. These physicians work in hospital clinics

and the emergency room. As of September 30, 1998, total annual salaries under these contracts
were approximately $794,000,

The Hospital has contracted with outside partics for management scrvices that include
providing for the Hospital’s administrator, CFQO, and Director of Patient Care Scrvices.
Subscquent to year-end, the Hospital extended this contract through November 2002. The annual
commitment totlals $250,000, plus benefits not to excecd 30% of the $250,000.

Also, subscquent to ycar-end, the Hospital has entered into a Facilities Management
Agrcement for an initial term of three years. This obligation calls for payments of $76,290,
$77,632, and $78,991, for the years ended September 2000, 2001, and 2002, respectively.

NOTE P
CONTINGENCIES
The lospital cvaluates contingencies based upon the best available cvidence. The
Hospital believes that no allowances for loss contingencies are considered nccessary. To the
cxtent that resolution of contingencies results in amounts, which vary, from the Hospital's
cstimates, future earnings will be charged or credited.

The principal contingencics are described below:

Third Party Cost-Based Charges — The Hospital is contingently hable for retroactive
adjustments made by the Medicare and Medicaid programs as the rcsult of their examinations as
well as retroactive changes in interpretations applying statutes, regulations and general
instructions of those programs. The amount of such adjustments cannot be determined.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
d/b/a

JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE P

CONTINGENCIES (Continucd)

Further, in order to continue receiving reimbursement from the Mcedicare program, the
Hospital entered into an agreement with a government agent allowing the agent access 1o the
Hospital’s Medicare patient medical reports for purposes of making medical nccessity and
appropriate level of care determinations. The agent has the ability to deny rcimbursement for
Medicare patient claims, which have already been paid to the Hospital. The amount of such
adjustments cannot reasonably be determined.

Professional Liability Risk (Note M) - The Hospital 1s contingently hable for losses
from professional liability not underwrittcn by the Louisiana Patient’s Compensation Fund or the
I.omisiana Hospital Association Trust Fund as well as for asscssments by the Louisiana 1lospital
Association Trust Fund.

Workmen’s Compensation Risk — The Hospital participated in the Louisiana Hospital
Association Sclf-Insurance Workmen’s Compensation Trust Fund 1n 1997 and 1996. Should the
fund’s asscis not be adequate 1o cover claims made against 1t, the Hospital may be assessed its pro
rata share of the resulting deficif. It 1s not possible to estimate the amount of additional
assessments, 1l any,  Accordingly, the Hospital i1s contingently liable for assessments by the
I.ouisiana Hospital Association Trust Fund. The trust fund presumes to be a “Grantor Trust” and,
accordingly, incomec and expcenscs are prorated 1o member hospitals. The Hospital has included
these allocations of equity in the trust in its financial statements. Equity reported by the Fund in
thc amount of $18,715 was reported by the Hospital for both years ended September 30, 1999 and

1998. These amounts are included within prepaid insurance on the September 30, 1999 and 1998
balance shects.

Hill-Burton Uncompensated Service and Conmmunity Service Obligations — As a result
of the Police Jury rcceiving a Federal Hill-Burton program grant, the Hospital 1s required to
provide a reasonable volume of uncompensated services to paticnts who arc unable to pay for
their medical care. As of September 30, 1998, the Hospital had a deficit in the level of free care
provided. This deficit must be reduced through providing uncompensated services to indigent
patients 1n fiscal year 1999 and subscquent years. Additionally, the grant requires the Hospital to
provide certain communily services. During the year ended Scptember 30, 1999, the Hospital
received notification that it had {fulfilled all the uncompcensated care requircments.

Medical Benefits Trust — The }ospital maintains a medical bencfits trust. The Hospital
contributes $99 per employce per month and the employee contributes the balance of any
premium rcquired to cover the health benefits cost of the employces. All full time employees arc
eligible to participate. The trust pays all claims from funds provided from the Hospital. The trust
agreement provides that should it not have sufficient funds to cover its obligations, the Hospital is
obligated to fund the shortfall. The Hospital purchases “cxcess” insurance coverage that provides
for payment of individual claims in excess of $15,000 or aggregate annual claims in excess of
$162,680. Thc Hospital had a liability for incurred but not reported claims of $90,587 and
$18,027 at September 30, 1999 and 1998, respectively. This liability is included within Accounts
Payable on the balance sheets,
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISH HOSPITAL
NOTES TO FINANCIAL STATEMENTS

NOTE P
CONTINGENCIES (Continucd)

Litigation and Other Matters - Various claims in the ordinary course of business arc
pending against the Hospital. In the opinion of management and counsel, insurance is sufficient
to cover adverse Jegal determinations in those cases where a liability can be measured.

Year 2000 Computer Conversion - The Hospital’s management is aware that many older
computer systems are unable to handle dates on or after January 1, 2000, causing cxisting
equipment and software to be obsolete. The Hospital’s management is addressing the need and
cost for upgrades and/or replacements with department heads and vendors. The cost of upgrades
and/or replacements for all other computer hardware or software can not be reasonably cstimated
at this time.

Iinvironmental _Liability -- The Hospital’s management has determined, that as a
potentially responsible party, it is likely that it has incurred a liability for environmental
remediation costs resulling from an underground fuel tank. Although no claim against the

Hospital has yel been asserted, it is believed that such a claim will be brought against the HHospitai
in the future.

NOTE Q
GOING CONCERN ISSUE
The financial statements have been prepared on the assumption that the Hospital is a

going concern. The Hospital has experienced substantial operating losses for the last three years.
The Hospital’s significant operating losses during the last three years and its continued high level

of current debt flow have contributed o the present going concern issue. The Hospital was
successful in floating bonds in the amount of $2,380,000 to assist 1n restructuring its debt.
Management has also significantly reduced operating expenses during the year cnded
Sceptember 30, 1999. Management is also negotiating with vendors to accept a reduced amount in
settlement of its trade payables. During the year ended September 30, 1999, Management
successlully negotiated discounts totaling $125,161, which 1s presented in the statecments of
revenues and expenses as an extraordinary item.

NOTE R
YEAR 2000 COMPLIANCE (UNAUDITED)

Time and space saving programming decisions made in prior years resulted in two-digit
codes that may not correctly recognize “00” as the year 2000. Scrious processing errors or
system failure could result. To prevent this error, computer systems and equipment must be
reprogrammed or replaced to make them year 2000 compliant.

The Hospital is significantly dependent on computerized systems for essential operations
and 1o provide services to its paticnts. As a continuing process, the Hospital is actively engaged
In making nccessary changes to its systems and equipment to achieve ycar 2000 compliance.
These changes include system upgrades and equipment replacements,

The Hospital has tested its systems and is in the process of upgrading its system. The
completion of testing is not a guarantee, unto itself, that the systems will be year 2000 compliant.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISH 1IOSPITAL

SCHEDULE OF NET PATIENT SERVICE REVENULES

For The Ycars Ended
Scptember 30,

1999 1998
DAILY PATIENT SERVICE REVENUES

Adult and Pediatric $ 693,888 \? 619,731
PCAU Room Revenuc 1,843,474 1,764,699

Total Daily Patient Scrvices 2,537,362 2,384,430

OTHER PROFESSIONAL SERVICES

Opecrating Room 143,608 130,314
Recovery Room 6,695 4,223
Ancsthesia 44,352 45,534
Radiology 832,249 778,877
[.aboratory 681,322 706,658
Blood 20,776 41,658
1V Therapy 632,555 679,801
Respiratory Care 002,348 576,805
LEKG and EEG 119,298 127,252
Medical Supply 432,543 506,526
Pharmacy 1,666,777 1,515,506
PCAU 81,677 70,307
Bramm and Wellness Center - 327,230
EEmergency Room 527,955 652,382
Ambulance 173,234 644,803
Home Health 354325 840,019
Chnics 322,650 507,167

Total Other Professional Services 6,648,424 8,155,182
Gross Patient Service Revenue 9,185,786 10,539,612
I.ess: Contractual Adjustments 3,759,170 4,342,540
Net Patient Service Revenue $ 5,426,616 $ 6,197,072

Secc independent audifor’s report.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISIH HOSPITAL

SCHEDULE OF SALARIES AND BENEFITS

PCAU

For The Yecars EEnded
September 30,

1999

Nursing Services and Administration

Chmics

Iimergency Room

1lome Health

].aboratory

Radiology

General and Administrative
Anesthesiology
Houseckeeping

Dictary and Cafeteria
Operating Room
Ambulance

Pharmacy

Respiratory Therapy
Medical Records

Central Supply

Plant Operations and Maintenance
Brain and Wellness Center

Total Salaries

FICA

Hospital Insurancce

Workers' Compensation Insurance
Retirement

Unemployment ‘T axcs

Vacation and Holidays

Total Benefits

Total Satlaries and Benefits

Sec independent auditor’s report.

896,518
451,337
359,133
351,471
201,340
178,317
134,082
116,199
100,744
08,971
92,233
82,688
80,722
75,643
71,9006
63,021
31,003
24,516

1998

3,409,844

724 470
434,302
554,149
530,015
350,162
175,947
122,167
303,131
101,245
106,422
86,446
78,520
280,732
76,381
70,795
73,438
30,261
19,022
85,835

248,270
298,942
37,828
59,240
28,119

(81,563)

4,203,440

308,208
152,538
92,410
46,506

22.593
62,303

590,842

684,558

$

4,000,686

4,887,998
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JACKSON PARISH 1TOSPITAL SERVICE DISTRICT NO. 1
d/b/a
JACKSON PARISH HOSPITAL
SCHEDULE OF MEDICAL SUPPIIES

FFor The Years Ended
September 30,
1999 1998

Pharmacy $ 343,107 $ 308,424
I.aboratory and 13lood 119,722 150,922
Nursing Scrvices 69,158 55,154
Radiology 47,227 40,250
Respiratory Therapy 24,580 20,882
Emergency Room 19,491 16,299
Opcrating Room 17,216 12,042
Central Supply 14,831 17,829
Clinics 14,430 23,177
Ambulance 11,870 19,458
PCAU 8,978 8,085
1lome Health 4,428 12,517
Brain and Wellness Center - 1,090

Total Medical Supplies § 695,044 $ 686,729

Sce independent auditor’s report.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISH HOSPITAL
SCHEDULE OF PROFESSIONAL FEES

For The Years Iinded
September 30,

1999 1998

Emecrgency Room $ 164,067 $ 68,574
Radiology 132,257 67,245
Laboratory 50,500 68,053
PCAU 30,353 1,449
1EKG and EIXG 25,571 24,843
Ancsthesiology 13,572 25,254
Respiratory 3,805 9,837
Pharmacy 2,223 -

Total Professional Fees $ 422.408 $ 265,255

Sce independent auditor’s report.
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
KINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITII
GOVERNMENT AUDTING STANDARDS

Board of Commuissioners
Jackson Parish Hospital Service Hospital No. 1
Jonesboro, Louisiana

We have audited the general purpose financial statements of JACKSON PARISII JT1OSPITAL
SERVICE DISTRICT No. 1 (Hospital) for the year ended Sceptember 30, 1999, and have issucd our
report thercon dated January 27, 2000, We conducted our audit in accordance with gencrally accepted
anditing standards and the standards applicable 10 financial audits comtaimmed in Government Auditing
Standards, 1ssued by the Comptroller General of the United States.

Compliance

As part of obtaining rcasonable assurance about whether the Hospital’s financial statements arc
frce of material misstatements, we performed tests of its compliance with certain provisions of laws,
rcgulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance that would be required to be reporied
herein under Governiment Auditing Standards.

Inicrnal Control Over Financial Reporting

In planning and performing our audit, we considered the Hospital’s internal control over
financial reporing in order to determine our auditing procedurcs for the purpose of expressing our
opinion on the general purpose financial statements and not to provide assurance on infernal control.
However, we noted certain matters mvolving internal control over financial reporting and its operation
that wc consider to be reportable conditions. Reportable conditions involve matilers coming 1o our
attention relating to significant deficiencices in the design or operation of the internal control over {inancial
reporting that, in our judgment, could adverscly affcct the Hospital’s ability to rccord, process,
summarize and report financial data consistent with the asscrtions of management in the gencral purposc
financial statements. Reportable conditions are described in the accompanying schedule of findings.

A Professional Accounting Corporation
SO0 Two Lakeway Center 3850 N Causeway Blvd, Mcetairic, LA 70002 (504) 835-5522 PAX (504) 835-5535
724 . Boston Strect, Covington, LA 70433 (504) 892-5850 FAX (504) 892-5036
E-Mail Address: aporte@laporte.com  Internet Address: httpy://www Japorte.com/

Membaer ol AICPA Division for CPA Firms-Private Companies Practice Section and SEC Practice Section
Intermationst] Affiliation with Accounung I'irms Associated, Inc.



A material weakness is a condition in which the design or operation of one or more of the internal control
components does nof reduce 1o a relatively low level the risk that misstatements 1 amounts that would be
matcrial in relation to the gencral purpose financial statements being audited may occur and not be

detected within a timely period by employees in the normal course of performing their assigned functions.
Our consideration of the internal control over financial reporting would not necessarily disclose all

maticrs in the internal control that might be reportable conditions and, accordingly, would not nccessarily

disclose all reportable conditions that are also considered to be material weaknesses as defined above.
However, the reportable condition described 1s not considered to be a material weakness,

This report is infended for the information of the Board of Commissioncrs, management and the
l.cgislative Auditor of the State of 1.ouisiana, and is not intended 1o be and should not be used by anyone

other than those specified parties.
. 7
Aoyl t, g o Mol

A Professional Accounting Corporation

January 27, 2000



JACKSON PARISH HOSPITAL SERVICE DISTRICT NO, 1

d/b/a
JACKSON PARISH HOSPITAL
REPORTABLE CONDITIONS
For the Year Ended September 30, 1999

Maintenance of Payroll Files/Verifying Payroll Registers

In testing the internal controls over the payroll function, we noted instances where the personnel
files were not consistently updated so that the file contained the current wage rate. We also noted that
there were slight discrepancies between the time card and the actual pay per the pay register. Iixamples
include paying an individual for 80 hours when their time card indicated 76.43 hours, with no time
allocated 10 vacation and a time card for 77.87 hours with the pay register at 77.67 hours. The cause of
the discrepancies is the lack of somcone having the availability to check the register to the time cards
prior to the release of the payroll.

We recommend that the Hospital consider having an individual assigned to the review of time
cards against the payroll register prior 1o the release of the payroll to the employees.

The Hospital’s management has concurred with this finding and has appointed onc individual to

organize and update all payroll files. Also, an individual, independent of the payroll function, will review
time cards and the payroll register for accuracy,
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1
| d/b/a
JACKSON PARISH HOSPITAL
STATUS OF PRIOR YEAR AUDIT FINDINGS
For the Year Ended September 30, 1998

Clinic Accounts Receivable |
Condition: Clinic revenues were not fully recorded on the gencral ledger.

Resolution: Has been resolved.

Physician Performance Controls
Condition: The Hospital employed scveral new physicians during 1996 and 1997. Thesc
physicians were guarantced certain salarics which were not contingent on meceting any
performance standards,

Resolution: Has been resolved.

Medical Denials

Condition: The Medicaid Program denied a large number of psychiatric unit claims during fiscal
year 1997, At ycar-end, the Medicare/Medicaid allowance for contractual adjustments included
approximaicly $830,000 for uncollectible Medicaid psychiatric receivables. These accounts were
written off subsequent to Septembes 30, 1997,

Resolution: Has been resolved.

Home Health Receivable

Condition: lMome Health accounts receivable are recorded at a net value on the balance sheet
without detailing the allowances which reduced these receivables 1o net value,

Resolution: 1as been resolved.

Routine Revenucs
Condition: Routine revenue was not reconciled to medical record days.

Resolution: llas been resolved.

Capital Assct Sysiem
Condition: A lotus sprecadsheet 1s being utilized to record and depreciate assets. With personnel
turnover, the assets were not being depreciated consistently each year.

Resolution: The spreadsheet is still being utilized; however, the continuity of stafl has ensured
that all asscts arc depreciated on a consistent. Matler is considered resolved,

Scgregation of Duties
Condition: Due {o a limited number of available employees, there 1s not a compleie segregation
of duties in all accounting, recording and custody functions.

Resolution: Management recognizes that it is not practicable or cost effective 1o achieve {otal

segregation of dutics with the total number of available employees. To minimize its risk,
management supervises and reviews activities on a recgular basis. Matter is considered resolved.
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JACKSON PARISH HOSPITAL SERVICE DISTRICT NO. 1

d/b/a
JACKSON PARISH HOSYPITAL
STATUS OF PRIOR YEAR AUDIT FINDINGS
For the Year Ended September 30, 1998

8.  Consistency in Recording
Condition: Numerous reclassification entries were needed to correct the general ledger. Medical

supply charges were not being consistently recorded.
Resolution: This matter has been resolved.

9.  Medicare and Medicaid Logs
Condition: Medicare and Medicaid logs were not maintained.

Resolution: This matter has been resolved.

10. Accounting Policies and Procedures Manual
Condition: An Accounting Policies and Procedurcs manual did not exist.

Recommendation: A complete and current accounting policics and procedurcs manual and chart
of accounts nceds to be established and maintained.

Response: The Hospital has established the chart of accounts and is updating 1t regularly. The
Hospital is still in the process of completing its policics and procedures manual.

11. Capital l.cases
Condition: In 1995, the Hospital had {ive capital leases which had no documentation in the board
minutes of appraoval by the state bond commission. Duaring 1996, the Hospital entered into two

new capital leases. The Louisiana Revised Statutes require that any incurrence of debt over 90
days must be approved by the commission if certain non-appropriation clauses are not met.

Resolution: All new leases include the appropriate non-appropriation clauses.

12.  Corporate Compliance Plan
Condition: In an open letter to Medicare and Medicaid providers in numerous public statements,
the U.S. Health and Human Services Inspector General and others in her office have madc 1t clear

that such providers should (but are not required 10) establish corporatec compliance programs.

Resolution: The Hospital has developed and implemented its compliance plan.
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January 24, 2000

Board of Dircclors
Jackson Parish Hospital Scrvice District No. 1
d/b/a Jackson Parish Haospital

In planning and performing our audit of the financial statements of JACKSON PARISHI HOSPITAL
SERVICE DISTRICT NO. 1, D/B/A JACKSON FPARISH HOSPITAL for the ycar ended September
30, 1999, we considered its internal control structure to determine our auditing procedures for the purpose
of expressing an opinion on the financial statcments and not to provide assurance on the internal control
structure. However, as we noted in the prior year, there were certain matiers involving the internal control
structure and its operation that we consider to be reportable conditions under standards established by the
American Institute of Certified Public Accountants. Reportable conditions involve maticrs coming to our
attention relating to significant deficiencics in the design or operation of the internal control structure that,
in our judgment, could adversely affect the Hospital’s ability to record, process, summarize, and report
financial data consistent with the assertions of management in the {inancial statements.

PAYROILL

Maintenance of Payroll Files/Verifying Time Cards to Payroll Registers

In testing the internal controls over the payroll function, we noted instances where the personncl
files were not consistently updated so that the {file contained the current wage rate. We also noted that
there were slight discrepancies between the time card and the actual pay per the pay register. Examples
include paying an individual for 80 hours when their time card indicated 76.43 hours, with no time
allocated 1o vacation and a time card for 77.87 hours with the pay registier at 77.67 hours. The cause of
the discrepancies is the lack of someone having the availability to check the register to the time cards
prior to the relcase of the payroll.

We reccommend that the Hospital consider having an individual assigned to the review of time
cards against the payroll register prior to the release of the payroll 1o the employees.

The Hospital’s management has concurred with this finding and has appointed one individual to
organize and update all payroll files. Also, an individual, independent of the payroll function, will
review time cards and the payroll register for accuracy.

A Professional Accounting Cosporation
800 Two Lakeway Center 3850 N, Causeway Blvd, Metairie, LA 70002 (504) 835-5522 FAX (504) 835-5535
724 1. Boston Street, Covington, LA 70433 (504) 892-5850 FAX (504) 892-5950
E-Mail Address: laporte@laporte.com  Internet Address: htip://www Japorte.com/

AMember of AICPA Division for CPA Firms-Private Companics Practice Section and SEC Practice Section
Internationat Affiliation with Accounting ¥irms Associated, Inc.



Board of Directors
Jackson Parish Hospital
Page 2

A material weakness is a reportable condition 1n which the design or operation of onc or more of the
intcrnal control structure clements docs not reduce to a relatively low level the risk that errors or
irrcgularitics in amounts that would be material 1n relation to the financial statements being audited may
occur and not be detecied within a timely period by employees in the normal course of performing their
assigned functions.

Our consideration of the internal contro! structure would not necessarily disclose all matters in the internal
contro! structure that might be reportable conditions and, accordingly, would not nccessarily disclose all
reportable conditions that arc also considered to be material weaknesses as defined above. However, the
reportable condition described above is not believed to be a material weakness.

This report is intended solely for the information and use of the audit committee, management, and others
within the organization.

Wce appreciate the confidence you have placed in us by allowing us to serve JACKSON PARISH
HOSPITAL SERVICE DISTRICT NO. 1, D/B/A JAKSON PARISH HOSPYTAL. If we can assist you
in any way with the above, please do not hesitate to contact us.

Very truly yours,

LaPORTE, SEHRT, ROMIG & HAND

oy

Donald U. Frutiger, Jr.
Certificd Public Accountant



