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ROBERT E. HOLLADAY 111, CPA
116 PINECREST DPRIVE
RUSTON, [.LA 71270
MEMBEK Irdependent Auditor'’s Report
AMERICARN INSTITUTE OF CFA'S TELEPHONE
SOCIFEYY OF LOUISIANA CFPA'S I1g-2858.0021

To the Board of Directors

Lincoln General Hospital, Inc.
P. O. Drawer 1368
Ruston, LA 71273-1368

I have audited the accompanying financial statements and combining
financial statements of Linceln General Hospital, Inc. (a nonprofit
corporation) as of and for the eight month period ended December 31, 1996,
and the individual fund balance sheets of the Hospital as of December 31,
1996, and Apxril 30, 1996, and statements of revenues, expenses and changes
in retained earnings and fund balances and cash flows for the eight month
period ended December 31, 1996, as listed in the table of contents. These
financial statements are the responzibility of the Hospital’s management.
My responsibility is to express an opinion on these financial statements
based on my audit.

I conducted mny audit (In accorxrdance with generally accepted auditing
standards and Government Auditing Standards, issued by the Conmptroller
General of the United States. Those standards require that I plan and
perform the audit t¢ obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
exanining, on a test basis, evidence supporting the amountg and disclosures
in the financial statements. An audit also includes assgessing the
accounting principles usied and significant estimates made by managcnent,
as well as evaluating the overall financial statement presentation. |
believe that my audit provides a reasconable bagsis for my opinion.

In my opinion, the financial statements and combining financial statements
referred to above present fairly, in all material respects, the financial
position of Lincoln General Hosplital, Inc., as of December 31, 199¢, and
the resulte of its operations and the cash flows of its proprietary fund
types for the eight month period then ended in conformity with generally
accepted accounting prirciples. 2Also, in my opinion, the individual) fund
financial statements referred to above present fairly, in all material
respaects, the financial position of each of the individual funds of Lincoln
General Hospital, Inc.,, as of December 31, 1996, and April 30, 1996, and
the results of operations of s=uch funds and the cash flows of the
individual proprietary fund types for the eight month period ended Decenmber
31, 1996, in conformity with generally accepted accounting principles.

In accordance with Government Auvditing Standayds, I have also issucd a
report dated February 40, 1997, on my consideration of The Bospital’s
internal control structure and & report dated February 20, 1997, on its

compliance with laws and regulations.
I, CPA

R. E. Hollada

Ruston, Louisiana
February 20, 1997
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EXHIBIT A
LINCOLN GENKRAL HOSPITAL, INC.
COMBINED BALANCE SHEET - ALL FURND TYPES
DECEMBER 31, 1996
Fiduciary
, Proprietary Fund Types Fundg = Totals
Internal Expendable Memorandum
Enterprige _Service  Trust Fund _  Only
ASBETS
Caph 452,671 § 204,448 S 2,098 § 659,217
Investmentyp at Cost 4,448,931 642,871 249,772 5,341,574
Total Cash &
Cash Equivalents 4,901,602 B47,319 251,870 6,000,791
dssets Whose Use is Limited
and are Required for
Current lLiabilities 644,029 644,029
Patient Accounts Receiwvable
' Net of Allowances
of 86,232,800 6,438,688 6,438,6B9
Estimated Third-Party
Payor Settlements 538,771 53B,771
Other Accountsg Receivable 83,148 83,148
Due From Other Funds 342,664 138, 046 480,710
Inventories 1,239,646 1,239,646
Prepald Expenses 311,987 311,997
Investment in Partnexghip 370,200 370,200
Investment in NurseaSource, Inc¢. 81,050 81,050
Marketable Securities 8,177 8,177
Asgets Whoge Use is Limited
by Board for Capital
Improvements 6,848,239 6,848,239
Property & Equipment-Net 8,828,155 8,828,155
Prepaid Pension Cost 1,373,704 1,373,704
Organization Cost 935,220 - 935,220
TOTAL ASBETS $32,485,864 $1,444,792 251,870 £34,182,526

(Ccntinued)

The accompanying notes are an integral

part of thia statement.
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PAGE 4
EXHIBIT A
LINCOLN GENERAL HOSPITAL, TINC.
COMBINIID BALANCE SHEET - ALL FUND TYPES
DECEMBER 31, 19%¢6
Fiduciary
Proprietary Fund Types Funds __Totals
Internal Expendakle Memorandum
Enterprise Service Tyrugt Fund _ Only
LIABILITIES
Accountg Payable $ 1,190,926 § 29,815 S 1,220,741
Estimated Health Claims
Incurred but not Reported 314,646 314,646
Current Installments of
Long-Texrm Debt & Capital
Lease Obligations 443,370 443,370
Accrued Liabillities 1,102,407 17,966 1,120,373
Due to Other Funds 413,710 67,000 | 480,710
Long-Texm Debt & Capital
Leagse Obligations
Eancluding Curreant
Installments 1,010,011 — L - .. 1,010,011
TOTAL LIABILITIES 4,160,424 429,427 4,589,851
FUNI EQUITY
Commmon Stock - No Par Value
1,000 Shares Authorizaed
300 Sharees Issued
and Outptanding £6,530 56,530
Retained Earnings
Reserved for Capital
Improvements 6,848,239 6,848,239
Reégerved for Hesalth
Claims 503,957 503,957
Unreserved 21,420,671 503,231 21,923,902
Net Unrealized Gain on
| Marketable S8ecurities 8,177 8,177
Fund Balance
Reserved for Scholarships L - . 251,870 251,870
TOTAL FUND EQUITY 28,32%,440 1,015,365 251,870 29,592,675
TOTAL LIABILITIES &
FUND EQUITY 532,485,864 $1,444,792 g 251,870 £34,182,526
(Concluded)

The accompanying notes are an integral part of this statement.




LINCOLN GENERAL HOSPITAL, INC.
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE
EXPENDABLE TRUST FUND
MARY B. JARRELL SCHOLARESHIP FUND
EIGHT MCNTH PERIOD ENDED DECEMBER 31, 195896
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EXHIBIT B
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Revanuepg

Income from Investmants

Expenditures
Scholarships Paild S 6,700
Other Expense o B

Total Expenditures
EXCESS OF REVENUEE OVER EXPENDITURES
FUND BALANCE, BEGINNING

FUND BALANCE, ENDING

The accompanying notes are an integral part of this statement.

$ 8,242
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EXHYIBIT C
LINCOLN GENERAL HOSPITAL, INC.
COMBINEKED STATEMENT OF REVENUES, EXPENSES, & CHANGES
IN RETAINED EARNINGS - ALL PROPRIETARY FUND TYPRRG
EIGHT MONTH PERIOD ENDED DECEMBER 31, 19%6
_Proprietary Fund Types ___ _Totals
Internal Memorandum
_Enterprise Service Only
OPERATING REVENUES
Net Patient Service Reavenues £25,000,376 $25,000,376
Other Operating Revenues 307,598 307,599
Income f£rom Partnersh:p $ 260,132 260,132
Health Plan Revenuep - 1,026,878 _ 1,026,878
TOTAL OPERATING REVENUES 25,307,975 1,287,010 26,594,885
OPERATING EXPENSES 23,565,373 997,900 24,563,073
OPERATING INCOME 1,742,602 289,310 2,031,612
NON-OPERATING REVENUES 368,280 L 20,126 388,406
INCOME BEFORE INCOME TAK 2,110,882 309,436 2,420,318
INCOME TAX _ 78,228 78,228
NET INCOME 2,110,882 231,208 2,342,090
INCREASE IN RETAINED EARNINGS
Regervad/Capital Improsvements 607,207 €07,207
Regerved/Health Claims 82,633 82,633
Unreserved 1,503,675 148,575 1,652,250
RETAINED EARNINGE - BEG@INNING
Regarved 6,241,032 421,324 6,662,356
Unreserved 19,916,996 354,656 20,271,652
RETAINED EARNINGS -~ ENDING
Resexrved 6,848,239 503,957 7,352,186
Unreserved 21,420,671 . 503,231 21,823,802
TOTAL RETAINED EARNINGS £28,268,910  $1,007,188 $28,276,098

The accompsnying notes are an integral part ¢f this atatement,
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EXHIBIT D
I.INCOLN GENHERAL HOSPITAL, INC.
| COMBINED STATEMENT OF CASH FLOWS -
ALL PROPRYETARY FUND TYPES
ELGHT MONTH PERIOD ENDED DECEMBER 31, 1996
Internal Totals
Enterprise Service Memorandum
. Funde Funds ___ ... . Only
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income £2,110,882 $£231,208 $2,342,090

Adjustments to Reconcile Net Income to
Net Cash Provided by OJperating hctivities:

Amortization/Organization Cost 1,935
Depreciation 1,176,899
Provisgion for Bad DebtLs 1,858,936

Partnership Net Incoms
Changes in Asspets and Liabilitiles:
(Increapse) Decrease/Assets

Patient Accounts Receivable ( L,355,161)
Accounte Receivable COther ( 15,478)
Third-Party Payor Settlements 69, 986
Inventories 42,820

Dua from Entexpripe Fund
for Plan Contributions

Prepaid Expenses 8,693
Daeferred Income Taxes

Prepald Pension Cosgte { 22,444)
Deposaits 208

Increase_ (Decreage)/Liasbilitiep

Accounte Payable 149,710
Accrued Payroll & Related

Liabilitles ( 405,564)
Othex Accrued Liakbilities 10,719
Due to Employee Group Health &

Life Ing Plan #501 17,412
Daferred Revenue ( 2,925)

Health Claims Payable

Eatimated Health Claims Incurred
but not Reported

Total Adjustments 1,535,746
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES 3,646,628
(Coantinued)

(

{

1,935

1,176,899

1,858,936

( 260,132) ( 260,132)

( 1,35%5,161)

1,262 ( 14,216)
69,986

42,820

17,412) ( 17,412)
28,412 37,1058
2,480 2,490

( 22,444)

208

149,710

{ 405,564)

17,412

{ 2,925)

512) ( 512)
56,400) (____ 56,400)

284,326) 1,251,420

$53.,118) 3,593,510

The accompanying notes are an integral part of this statement.

e
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EXHIRBIT D
LIINCOLN GENERAL ROSPITAL, INC.
COMBINED STATEMENT OF CASH FLOWES -
ALL PROPRIETARY FUND TYPES
EJGHT MONTH PERIOD ENDED DECEMBER 31, 1996
Internal Totals
Enterprise Service Memoy andum
Funds = Funds __Only
CASH FLOWS FROM INVESTING ACTIVITIES
Digtribution from Parinership S 215,000 S 215,000
Loan to NurseSource Home Care ( 103,181) ( 103,181)
Collection on LGG, Inc. Note 35,000 _ e 32,000
NET CASH PROVIDED BY (USED)
FOR INVESTING ACTIVITIES ( . 68,3181) __ 215,000 _ 146,819
CASH FLOWS FROM CAPITAL &
RELATED FINANCING ACTIVITIES
Loan from Lincoln Gensral
Hospital, Inc. 103,181 103,181
Acquisition & Construstion
of Capital Assets ( 1,282,068) { 1,282,068)
(Increase) in Assete Whose
Use is Limited ( 319,152) ( 319,152)
Principal Payments on
Long-Term Debt ( 254,313) ( 254,313)
Payments on Capital Lepase
OCbligations - 26,024) ( 26,024)
Paymentse on Notes Payable ( 35,000) ( 35,000)
Organization Cost ( 562,077) . ( 562,077)
NET CASH (USED) BY CAPITAL &
RELATED FINANCING ACTIVITIES (_2,340,453) (__ 35,000)( 2,375,453)
NE7T INCREASE IN
CABH & CASH EQUIVALENTS 1,237,994 126,882 1,364,876
CASH & CASH EQUIVALENTES -
MAY 1, 1996 3,663,608 720,437 4,384,045
CASH & CASH EQUIVALENTS - |
DECEMBER 31, 1996 $4,901,602 $ 847,319 £5,748,921
Supplemental Dig¢logures of Cash Flow Information
Cash Paid During the Year For
Income Taxes | 45,000 § 45,000
Interest S 68,858 S 4,932 § 74,790

(Concluded)

The accompanying notes are an integral part of thias statement,

T
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LINCOLN GENERAL HOSPITAL, INC.

MOTES TO FINANCIAL STATEMENTS
DECEMBEKR 31, 198996

[T L] " F = il R T —

The following Notes to Financial Statements are an integral part of the
Hogpital’s Financilal Report.

1. SUMMARY OF SIGNIVICANT ACCOUNTING POLICIES

A.

Organization - Financial Reporting Entity

Lincoln General Hospital, Inc. was incorporated in 1862 as a
not - for-prof:.t general short-term hosgpital,

As required by generally accepted accounting principles, the
financial statements of the Hospital inc¢lude those of Lincoln
General Hosepltal, Inc., LGG, Inc., and NurpeSource Home Care,
Inc. The financial gtatements of LGE, Inc. and NurseSource Home
Care, Inc. &re blended with the Hosgpital’ps financial report
because of the signifiicance of their operational and financial
relationships with the Hospital.

L.GG, Inc., &n entity legally separate from the Hospital, is
organized on a nongtock basis with membership available to
nonprofit general acute care licensed hospltals located and
operating in Lincoln Parish, Louisiana with Lincoln General
Hospital, Inc¢. ag the only member of the corporation, LGG, Inc,
is governed ry a three to seven member board elected annually by
the member corporation, Lincoln General Hospital, Inc.

On January 4th, 1991, LGE, Inc. entered into a partnership,
Ruston Outpatient Physical Therapy Services, with Phycor of
Rupton, Inc. on a 50/50 basis. On January 7th, 1991, Ruston

Outpatient Physical Therapy Services executed an agreement for
profepsional services with Lincoln General Hosepital, Inc. to
provide phys:ical therapy services to Lincoln General Hoepital.

On January 5, 1994, LGG, Inc. acgquired NurseSource Home Care,
Inc., &an entilty legally separate from the hoppital.

On January 5, 19894, NurseSource Home Care, Inc. executed an

agreement for professional services with Lincoln General
Hospital, Inc¢. to provide home care medical services and hospice
to patients,

Bapig of Prepsentation - Fund Accounting

The accounts of Lincoln General Hospital, Inc. are organized on
the basis o0f funde, each of which 1is considered a separate
accounting entity. The Hospital has created two types of fundas.
Each fund is accounted for by a separate set of self-balancing
accounts that comprispe 1lts asgets, liabllities, retained
ocarnings or jiund balance, revenues and expenditures/expenses.
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LINCOLN GENERAL HOSPITAL, INC.

NOTEE TD FINANCIAI, STATEMENTS (CONTINUED)
DECEMBER 31, 1996

M il — il Pl i S S S bk e

SUMMARY OF SIGNIF)CANT ACCOUNTING POLICIES (CONT’D)

*

Bapig of Preggntation - Fund Accounting {(¢cont’'d)

The individuel funds eccount for the Hosgpital’s resources
allocated to them for the purpose of carrying on specific

activities ir. accordance with laws, regulations, or other
regtrictions.

Proprietary Fungd Typeg - Thesge funds account for operatione that
are organized to be self-spupporting through user charges. The

funds included in this category are the Enterprise Funde and
Internal Service Funds.

Entenrprisgse Funds - These funde are established to account for
operations that are financed and operated in a manneyx g#imilar
to private business enterpriges, where the intent is that
coata of providing goods oxr services to the general public on

a continuing basis be financed or recovered primarily through
user c¢hargas.

Intexnal feyvice ¥Funds - These funds are established to
account fo:r the financing of services provided by one fund to

another fund or to employees of other funds of the Hospital
on a contributory or cost reimbursement basais.

Fiduciaxy Fund Types - Thege funds account for asmgets held by

the Hospital ag a trustee for individuals. These funds are as
follows.

Expendable_ Trust Fund -+ This fund is used to account for

funds tha': are to be wused for nureing scholarships as
speclfied by the donor.

Baglsg of Actounting - The accounta of the Hospital are
maintained on the accrual basie in accordance with the system of
accounts prepcribed by the American Hospplital Aspsgociation.

Budgets and Budgetaxry Agcounting

Formal budgetary accounting is employed as & management control
for the Enterprise fundse of the Hospital. The Hospital is not

legally ragquired to adopt a budget and no budgetary information
is presented in this financial report.

Aggsets Whose Use Is Limited

Aepets whose use ig Jlimited include: assete set apide by the
Board of Directors for future capital improvements, over which

the Board retains control and may at its discretion subsequently
use for other purposes.
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LINCOLN GENERAL HOSPITAL, INC.
NOTES T2 FINANCIAIL, STATEMENTS (CONTINUED)
DECEMBER 31, 1996
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SUMMARY OF SIGNIFJ.CANT ACCOUNTING POLICIES (CONT’D)

E.

I.

Egtimates

The preparation o¢f these financial statements recuires the
Hogpital to miake estimates and assumptions that affect certain
reported amounts and disclosures., Accordingly, actual results
may differ from those estimates.

Net Patient Service Revenue

Nat patient service revenue is reported at the estimated net
realizable amounts from patients, third-party payors, and others

fox gervicees rendered, including estimated retrocactive
adjuptments vnder reimbursement agreements with third-party
payoxe. Retroactive adjustmenta are accrued on an estimated

hasis in the period the related pervices are rendered and
adjusted in future periodes ap final settlements are determined.

Investments and Investment Income

Investment Management Accounts are authorized by the Board of
PDirectors anld are invested in Trust for U.8. Treasury
Obligatione by the Hogpital’s agents at wvarious financial

institutions. The carrying amounts are at cost which
approximates fair value,

Marketable securities sre classified as availlable for asale.
Securitiles claseified an available for sale are carried in the
financial statements at fair value. Realized gains and losses,
datermined uting the €first-in, first-out (FIF0O) method, are
included in earnings; unrealized holding gains and lossases are
reported as a separate component of fund equity.

Investment ircome of all funds ies reported as non-operating
reavenue.

Due to and Due from Othex Funds

Interfund receivables and payables arise from interfund
transgactions and are recorded by all funds affected in the
perjiod in which transactions are executed.

Inventorlies

Inventories o©f drugs and other supplies are gtated at cost
(fEdiret-in, first-out) which approximates market.
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LINCOLN GENERAL HOSPITAL, INC.
NOTES 0 FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 1996
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

J.

Property angd Equipment

Property and equipment are recorded at cost, or if donated, at
fair value on the date of receipt. Depreciation of exhaustible
fixed assets used by proprietary funds is charged as an expense
againgt operationg, and accumulated depreciation ias repoxted on
the proprieteary fund’g balance gheets. Depreciation has been
provided over the eatimated useful lives using the straight-line
method of derreciation.

Copte ©of Borrowing

Interest cost incurred on bhorrowed funde during the period of
conestruction of capital assets is capitalized as a component of
the cost of eccquiring those assets.

Income Taxes

Lincoln General Hospital, Inc. is a not-for-profit corporation
as described in Section 501(¢) (3) of the Internal Revenue code
and 1ls exempt £from federal income taxes on related income
pursuant to flection 501 (a) of the Code. The exempt status wan

granted by Lletter from the Internal Revenue 8ervice dated
November 18, 1963.

The Hospital is also exempt from Louisiana Income Tax since it

ig organized as a non-profit corporation under the laws of the
Etate of Lou:siana.

Beginning with the year ended April 30, 1994, LGG, Inc. filegd
conpolidated Federal Income Tax returns with its wholly owned
subspidiary, NurseSource Home Care, Inc. LGG, Inc, and

NurseScurce lJlome Care, Inc. fille separate Louisiana Income Tax
Returnsa,

Income taxes on LGG, Inc. and NurseSource Home Care, Inc. are
provided for the tax effects of transactions reported in the
financlal statements and consiat of taxes currently due plus
cdleferred tares (benefits). Deferred taxes (benefits) are
recognirzed f{fior deductible temporary differences and relate
primarily to a contribution carryover. Deferred taxes are also

1recognized for operating losses that are available to offset

future taxable income. Valuation allowances are provided to

reduce deferred tax appets to the amount that is more likely
than not to ne remlized,




- & - il w

— — — — e— e— —

PAGE 14

LINCOLN GENERAL HOSPITAL, INC.
NOTES 'TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 1996
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

M. Cash and Casli Equivalents

Cash and cash eguivalents include amounts in demand depoeits and
investments in highly licquid debt instruments with a maturity of
three monthe or less, excluding amounts whose use is limited by
board designation.

N. Accounts Recaivable

All receivables are reported at their grosg value and, where
appropriate, are reduced by the estimated portion that is
expected to be uncollectible., Bad debts are provided on the
allowance mathod based on hisptorical experience and managemeni‘’s
evaluation of patient accounts receivable.

O. Fund Equily

Unreserved Retained Earnings and Fund Balances represent the net
assats available for future operatione. Resexyved Retained
Earnings and Fund Balances represent the net assets that have
been identif:ed for epeacific purposes.

P. Memorandum Only Total Columng & Comparative Data

The Combined Financlal fitatements include total columns that are
describad as memoranda only. Data in these columns do not
present finarcial pogition, repulte of operations, or cash flows
in conformity with generally accepted accounting principles,.
Interfund transactiong have not been eliminated from the total
column of each financial statement.

Comparative cata for the prior period has been presented in the
sccompanying financisl statements i1in order to provide an
understanding of changes in the Hospital’s financial position.
S8ince this report covers a short periocd of only eight months,
comparative income statements are not presented.

Q. Reclaspificai:ions

Coertaln prioi period amounts have been raclassified in orderx to
conform with current year presentation.

NET PATIENT SERV.ICE REVENUE

The Bogspital haa agreements with third-party payors that provide for
reimbursement to the Hospital at amounts different from 1its
eptablished ratos. Contractual adjustments under third-party
rejimbureement programs represent the difference b»etween the

Hoapital’s estab.lished ratee for gservices and amounts reimbursed by
third-party payoirs.
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NET PATIENT SERVIJE REVENUE (CONT’D)

A psummary o©of the basis of reimbursement with major third.party
payors follows:

Medicare

Inpatient acute care services rendered to Medicare program
beneficiaries are paid on a prospective payment basgis known as DRGs
or Diagnosisg Related Groups. Payment rates vary according to each
patient’s acuity which is based on clinical, diagnostic and othexr
related factores,

Inpatient skilled nursing sgorvices are paid on a cost based system
subject to xoutine cost Jimite and ancillary limits.

ODutpatient gervices are paid on & cost based system subject to fee
schedules and blended rates.

For Medicare cost reaeimbursgsable items, the Hospital is paid an
estimated or interim amount during the year. After the Hospital
submite its annual cost yeport and the Medicare fiscal intermediary
reviews and/or aulits it, a final settlement i1s reached.

Medicaid

Inpatient acute carxe sgservices rendered to Medicaid program
beneficiaries are paid on a per dlem basis.

Outpatient smervicee are reimbursed under a cost based methodcolegy
subject to cost reaductions and/or fee schedules and limits.

For Medicaild cost relmbursable items, the Hoepital is paid an
estimated or interim amount during the year. After the Hospital

submite ite annua. cost report and the Medicare fiscal intermediary
reviewsg and/or auiite it, a final grettlement is reached.

Cost. Reports

Medicare and Medicaild cost reports for the Hospital have been
audited/reviewed by the Medicare fipcal intermediary foxr all periods
through April 30, 1995,

Charity. Care

Sfervices provided by the Hospital will be made available to patients
asking for and qualifying for uncompengated c¢are. DHEW’s poverty
income guidelines are used in determining the patient’s eligibility
and the individual amount of uncompensated care to be given. The
amount charged to Charity wae $346,900 for the eight month period
ended December 31, 1996. This amount was deducted in arriving at
Net Patient Servize Revenue.
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Investment Management Accountg are summarized as follows:

December 31 April) 390
1. 32 2 6 1 9 96
Lincoln General {ospital, Inc.
| current Assets
Investment Management Accounts S 4,448,931 S 3,550,507
Limited for Capital Improvements
Invagtment Management Accounts 7.492,268 7,173,116
Employee Group Haalth & Life
Insurance Plan #5031
Investment Management Account 602,637 632,385
Mary B. Jarrell Scholaxrghip Fund
Investinent Management Account N 249,772 246,530
TOTAlL $12,793,608 $11,602,538

The investment management accounts are clasasified as to credit rigk
Ly the category degceribed below:

Categoxy 1 - Insured or registered, or securities held by the
Hospital ox its agent in the Hospital‘s name.

Carrying Fair
Degcoxiption _Category 1 Value _ — _Value

Invegtment Management Accountsg
Securities Money Market Fund § 397,928 $ 397,928 $ 397,928

Government Money Market Fund 4,051,003 4,051,003 4,051,003
Financial S8qguare Treamsury Fund 1,615,509 1,615,509 1,615,509
Financial Square Treasury Fund 1,742,618 1,742,618 1,742,618
Financial Sguare Treasury Fund 4,134,141 4,134,141 4,134,141
Government Money Market Fund 602,637 602,637 602,637
Financial Sgquare Treasury Fund. 249,772 249,772 249,772
Total £i2,793,608 £12,793,608 £12,793,608
Marketable Equity Securitieg are pummarized as follows:
Neat
Employee Group Health & Unrealized Fair
Life Insurance Plan #501 Copt Gain __Value

Available for Sale
Guarantee Life Companies, Inc.
442 S8haraes Common Stock -0~ & 8,177 S 8,177
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4. OTHER AQCOUNTS RECEIVABLE

Other accounts rec-eivable at Decembexr 31, 19%6 and April 30, 1966,
are pummarizaed as follows:

December 31 April 30
1 9 9 6 X 2 8 6
Lincoln General Hpspital, Inc¢.
Accounte Receivable-Returned Checks S 964 S 2,480
Accounts Receivable-Miscellaneous 14,787 64,490
Employee Travel Advances 189 700
LA Hospital Assn Workerse’ Comp Fund 67,198 e
TOTAL S 83,148 $ 67,670
LGEG, IncC.
Federal & LA Income Tax
Claims Receivable ~0- [ 1,262

As of December 31, 1996, interfund receivables and payables that
resulted from varxious interfund transactions were as follows:

Due From Due to
Other Funds Other Funds
Lincoln Genexal Hospiltal, Inc. & 342,664 s 115,120
L@@, Inc, 67,000
NurseSource Home Care, Inc. 298,580

Employea Grotvp Health

& Life Insurance Plan #501 138,046 ) S
Totalse S 480,710 S 480,710

%. EBTIMATED THIRD-FARTY PAYOR SETTLEMENTS

Eetimated Third-Party Payor Settlements at December 31, 199%6, are
summarized below.

Lincoln General lHospital, IXnc.

R e B

Receivableg Medicare Medicaid _ _Total
Eight Months Ended 12/31/96 49,799 $ 23,572 $ 373,371
Inpatient Bad Debts for the

Eight Months Ended 12/31/96 44,800 44,809
Year Ended 4:-30-96 24,831 24,831
Year Ended 4-30-95 55,371 5,371
Year Ended 4:-30-94 37,901 ... 37,8012

Totals $394,608 $141,675 $ 536,283

NurgaeSource Home Care, Ing.,
Receivablep

Year Ended 4-30-96 S 2488 §_.2,488
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ASSETS WHOSE USE IS LIMITED

Aesete whome usgn isg limited that are reguired for obligations
clappified ag current liabilities are reported in current assets.
The composition of assete whose use is limited at December 31, 1996
& April)l 30, 1996, is set forth below.

December 31 April 30
I S S 1 9 36
By Board for Cupital Improvements
Investmant Maunagement Accounts S 7,492,268 8 7,173,116

PROPERTY & EQUIPHENT

A summary of property and equipment at December 31, 1996 and April
310, 1986 follows:

Lin¢oln General Hospital, Inc,

December 31 April 30
1 9 9 6 1 9 9 6
Usaed in Operations
Land’ § 136,944 $§ 136,544
Land Inprovenents 172,282 172,282
Building Impirovement g 5,979,511 5,846,353
Equipment 12,792,081 12,092,316
Equipment Uncler Capital Leases 257,226 25%,226
Computex Sofiware . 844,674 ... 738,751
Total 20,182,718 19,243,872
Lees Accumuliated Depreciation (_131,439,762) (_10,339,425)
Congtruction in Progress 33,650 e
Total Used in Operations 8,776,606 8,904,447
Not Used in Operations
Green Clinic Building & Lot? 1,382,000 1,382,000
Less Accumulated Depreciation (1,335,933 ( 1,262,226)
Net Not Used in Operations 46,067 119,774
Property & Equipment - Net S 8,822,673 $ 9,024,221

1 Includes donated value of $24,950

¢ Includes donsted value of $1,382,000
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PROPERTY & EQUIPMENT (CONT‘I)

L

Additions to property and eguipment totaled £974,5b53 for the eight
month period ended Decembexy 31, 1896, Depreciation expense for thims
period wasg $1,176,101.

NurseSource Homs Jare, Inhc.

TETEHE B e

Decenbey 31 April 30
1.9 9 6 1 3 8 6 __
Used in Opeyations
Equipment S 8,825 g 7,726
Less Accumulated Depreciation ( 3,343) (. _2,545)
Net Usied in Operationg g 5,482 $ .. 5,181

additions to NursaSource property and equipment totaled §1,099 for

the eight month period ended December 31, 19586. Depreciation
expense for thig period was $798.

LONG-TERM DEBT & <APITAL LEASES

A summary o©of long-term debt and capital leases at December 31, 1996
and at April 30, 1896 follows:

Decembor 31 April 30
1.9 9 6 1.9 96

Long-Term Debt

General Electric Capital Corporation
Revenue Note/Lincoln General Hos-
pital Series 198, imaued January
6, 1995, by the liocuisjiana Public
Faclilities Authorrity in the amount
of £$2,021,260. The note 1s due
£39,030 monthly iInc¢luding interest
at $.95%, final payment due January
6, 2000, sgeacured by X-ray equipment
with a net book walue of £1,058,503
& $1,154,006 at December 31, 1996 &
April 30, 1996, :iraeppectively and
Escrow Funde in -he amount of

$125,711 at April 30, 1996. $ 1,316,402 $ 1,570,715

Less Current Ingi:allments of
Long-Term Debt 400,844 385,283

Long-Term Debt E:ixcluding

Current Installimnents S 315,558 § 1,185,422
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LLONG-TERM. DEBT & CAPITAL LEASES (CONT’D)

December 31 April 30
A 3. 9. 6 .1 9 8 6
Capital lLeases
Capital Lease Obligationa at 6.0% &
13,090% imputed Jinterest rates
collataeralized ky leased equipment
with an amortized coat of £143,411
& §162,848 at Decembexy 31, 1986 and
April 30, 1996, resmpectively. $ 136,979 S 163,003
Less current installments of
Capital) Lease Obligations 42,526 39,716
Capital lLease Obligations
excluding current installments $ 94,453 $ 123,287

Scheduled principal repaymentg on long-term debt and payments on
capital lease obligations as cof December 31, 1996, are ap follows:

. Obligations
: Period Ended Long-Term Under
September 0 ____Dbebt Capital Leapes
199%7 S 288,391 $ 44,498
1598 419,091 51,001
1999 444,718 42,660
2000 ___ 154,202 30,314
Total $1,316,402 $ 168,473
Lesp Amount Representing Interest
Obligat:ions Undex Capital Leases ( 31,484)
Total $ 136,979
See aleo Note 12 regarding Hospital Revenue Bonds.

-

Interest costs included in Lincoln General Hospital,

inc.

expenses

for the eight month period ended December 31, 159926 was $68,881,
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PENSION PLAN

The Hospital has a defined benefit pension plan covering eligible
employees who elect to make member contributions. The benefite are
based on years of service and the employees’ compengation during the
five consecutive Plan Years ¢f highest earnings during the last ten
congecutive Plan Years of employment ending immediately before the
earlier of retirement date or termination of employment,

The Hospital makes contrilbutions to the plan which are carried in
the financial stiatements af net periodic pension cost or prepaid
pension cost in accordance with SFAS 87. Employees also contribute
3% of total earn:ings during each month of a Plan Year. Contrxibu-
tionsg are intended to provide not only for benefite attributed to
service to date but also for those expected to be earned in the
future.

The actuarially zomputed not periodic pengion cost for the eight
month period ended Daecembexr 31, 1996, includes the following
components

Degcription __Amount

Service Cost Benefite Earned

During the Period S 211,579
Interest Cogt on Projected

Benefit Obligation 543,897
Actual Return on Plan Asgets ( 586,071)
Net Amortization and Deferral 62,078
Net Periliodic Penpion costs $ 238,483

rasumptions Used in the Accounting for
Nat Period.c Pension Costs Ware:

Disgcount Rates 7.5%
Rates of Increase in Compen- |

sation Levele 4.0%
Expected Long-Term Rate of

Return on Aspetn 8§.0%
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PENSION PLAN (COMT’D)

- ll——

The following table setsg forth ths plan’s funded status of amounts
recognized in the Hospital’'s financial statements at December 31,
1996 and April 3, 1996,

December 31 April 30
1 9 9 6 .9 9 6
Actuarial Preseni. Valua of
Benefit Okhligations:
Vested Benef: t Obligations $ 9,049,726 £ 9,123,389
Nonvested Benaefit Obligation 352,278 196,560
Accumulated Benefiit Obligation 9,402,004 9,319,949
Effact of Projected Future
Compengation Levels 1,358,284 1,240,629
Estimated FProjecli.ed Benefit
Obligation i0,760, 288 10,560,569
Plan Asgetg at Fair Value 10,795,954 10,299, B55

Funded Btatue--P.ian Assets in Excesasg

{(Deficiency) oI Projected
Benefit Obligation 35,666 ( 260,714)

Unrecognized Net Gain from Past
Experlience Dif:ilerent from that

Aspumed ( 86,931) ( 134,696)
Prior Service Coit Not Yet
Racognized in Nat Perilodic Copts | 496,328 569,003

Unrecognized Net (Gain) or Losas

Occurring During the Period 928,641 . 3,177,667
Prepald Pension (Costs $ 1,373,704 $ 1,351,260

COMPENSATED ABSENCES

Paid Time Off Plan

Effective Novembor 1, 1989, the Hospital established a Paid Time Off
Plan which combir.es traditional days off such as vacation, holidays,
funeral leave and short illnepsg into one program offering the
amployee more flexibility.

Paid Time Off is a plan that provides more time for the employee’s
personal uge. The Paid Time Off (PTO) Plan covers both full time
and part-time exployees on a prorata basils. Part-time employees
working less than 87 hours per month are not eligible for PTO
benefites.
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COMPENBSATEID) ABSENYCEB (CONT’D)

PTO ig earned in hours each month. PTO may be accrued to a maximum
of twice the arnual benefit allowed. It covers virtually any
abgence including holidays, vacation, personal leave, illness of
family members, funeral leave, mental health days and employee’s own
short texrm illness, etc.

Compensated absences undexr the Paid Time Off Plan do vest and
accumulate with the appropriate accrual therefor recorded in the
accounts, The total liability at December 31, 18396 and April 30,
1996, wam $648,896 and $£737,421, respectively.

g — - T

Also effective November 1, 1989, the Hospital established an
Extended Illness Days (EID) Plan which represents a form of short
term digability insurance for the employee when he/she is off work
because of his/her own illnesgs. The first five work days (40 work
hours) ©f an iliness are not covered by this plan which ie only
avajilable for f£full time employees and weekend option employeesn.

Unlike PTO, EID’s are paid only if the employee ig ill for more than
five consecutive work daye. EID’s are accrued at the rate of 2

hours peéer month, or 52 hours per year. Thege may accrue to a
maximum of 480 hours.

Compensated absences under the Extended Illneps Days Plan do vest
and accumulate, but ne accrual therefore i1is recorded in the
accounts.

LEASE COMMITMENTS

yrmpr iy

The Lincoln Parionh Police Jury leased the Hogpital to Lincoln Public
Benefit Corporation (LPBC) who in turn subleased the Hospital to
Lincoln General liospital, Inc. for operation. Thig lease terminated
Daecembey 31, 1996, on which date the Polilicy Jury sold itse interest

in hospital aggei:s to Lincoln Health Systems, Inc. See note numbers
12 and 22.
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The following is a schedule by year ¢f future minimum lease paymentse
under operating leases as of December 31, 1996, that have initial) or
remaining lease ferms in excees of one year,

Minimum
Period Ending Lease
September 30 _ Payments
11297 $ 56,555
1298 58,705
13999 38,790
2000 20,790
2001 . 10,500
Total S 185,340

Total rental expense for all operating leames for the eight month
pericd ended Decamber 31, 1996, was as followa:

Rantal
Payments
Lincoln Public¢ Benefit
Corporation Lease Payments S 722,600
Other Rental Payments 85,071
Total 811,671

L.eapas that do not meet the c¢criteria for capitalization are
clagsified as operating leases with related rentals charged to
operationg ag inasurred.

HOSPITAL REVENUE BONDS

On .July 27, 1993, the Lincoln Parish Police Jury, owner of the
Hospital, adoptel a resolutlon to issue $7,000,000 of fifteen (15)
year Hospital Revenue Bonds to finance the acguisition, construction
and equipping of improvements, renovations, additiona and expansiones
to the Hospital. The bonde were gold on August 24, 1993, with an
interest rate of 4.61% for the firmt five years. The interest rate

will be adjusted for the subseguent second and third five vyear
periods.
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HOSPITAL REVENUE 30NDS (CONT’'D)

The Bonds are payable as to principal and interest sclely from a
dedication and pledge of the net income and revenues derived or to
be dexived f£rom the operation of the Hospital subject to the prior
pledge of the income and revenues of the Hospital for the payment of
the reaponable and necessary expenses of operating and maintaining
the Hospital as defined in the Bond Resolution.

Interespt is payalbile semlannually on January 1 and July 1 of each
vear, and commenced on January 1, 1994.

Principal shall mature in installments in the following amounts and
on the following dates:

Annual

Maturity Date Principal Installments
July 1, 19987 through 1898 S 733,333
July 1L, 19989 through 2008 333,333

RELATED PARTY TRANSACTIONS

At December 31, 1296, the Due to Lincoln General Hospital, Inc. from
1.GB, Inc., included promissory notes 1n the amount of §$67,000,
payable on demanc. with interegt at 8% per annum. Accrued interest
receivable at Dacasmber 31, 1996 was §-0-. Interest income from LGG,

In¢. for the eight month period ended December 31, 19596 was $4,932,

The Hospltal expensed Phyalcal Therapy feesa to Ruston Outpatient
Phyeical Therapy Services in the amount of $162,B36 for the eight
month period ended December 31, 1996. Included in accountpg payable
at December 31, 19%6, i1is $21,225 of the above expenses. Rental
payments receivecl from Ruston Outpatient Physical Therapy Services
for uvse of the Haspital’s facilities for outpatient procedures wae
$2,%940 for the oight month pericd ended December 31, 1996, and
ceased in August, 19896.
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RELATED PARTY TRANSACTIONS (CONT’D)

LGG, Inc. expensed management fees to the Hospiltal in the amount of
$21,500 for the eight month period ended December 31, 1896,

At December 31, 1696, the Due to Lincoln General Hospital, Inc. from
NurseSource Home Care, Inc. included promissory notes in the amount
of $275,664 pavyesble on demand with interest at 8% per annum,
Accrued interest receivable included in the above note was $13,513
for the eight month period ended December 31, 1996,

NurpeSource Home (lare, Inc. expensed management fees to the Hospital

in the amount of $16,000 for the eight month period ended December
31}' 1995-

INCOME_TAXES

For the eight month period ended December 31, 19%6, LGGE, 1nc.
raecorded a deferraed Federal & Louisgiana Income Tax of £2.490 and a
currxent tax provision of £75,738. The deferred tax and change in
deferred tax assget computed at the statutory rate is due primarily
to the deductibility of a contribution carryover.

The following isg a reconciliation of book income and taxable income
for LGG, Inc., NurseSource Home Care, Inc. and Consolidated Income.

Louigiana Louigiana Federal
LGGE, NurseS8ource Consolidated
R &+ o Home Care, Inc. . Income
Net Income {Losgg) Before
Provigion for Vederal
& LA Income Ta: $ 226,803 (S 24,900) $ 201,503
Nondeductible Expenses 62 25 87
Partnerahip K-1
Adjustments 27,471 27,471
Contributicon Carriyover ( 9,301) ( 9,301)
¥Yederal Income Tax { 64,877)
LGG Louisiana Income Tax o ( 10,861)

Taxable Income (Lese) § 180,158 ($ 24,875) .. 209,299




—_ —_  —_— —_— —_— - —_  ———— = = — — = T T T LT/ Tl ==

PAGE 27

LINCOLN GENERAL HOSPITAL, INC,

NOTES TO FINANCIAL STATEMNMENTS (CONTINUED)
DECEMBER 31, 1856

— —— w2 o n e p— e hm e B H A ie— — L L

14, INCOME TAXES (CONT’D)

NurseSource Home Care, Inc. hag a Loulsiana Net Operating Loss
Carxryover of $151,846 which expires in 2009 to 2012. It may be
of feot againast future Louiligiana taxable income. Deferred Louisiana
income tax benefits of $6,074 (computed at the statutory rate of 4%)
net of a valuation allowance of $6,074 would be -0~ for the eight
month period ended December 31, 1996.

15. LITIGATION
The Hospital is involved in litigation arising from claims that have
been asserted acgainst the Heospital and are currently in variocus
stages of litigation, the outcome of which is uncertain at the
pregent time.,

16. EMPLOYEE GROUP HIALTH AND LIFE INSURAMCE PLAN #5031

DESCRIPTION OF THE PLAN

The following description of the Lincoln General Hoapiltal (Hospital)
Employee Group Health & Life Ineurance Plan #501 (Plan) provides
only general information. Participants should refer to the Plan
Document for a more complete description of the Plan’s provisions.

A. Geanexral

The Plan provides medical and life insurance benefitse covering
substantially all employees of the Hospital., It 1s subject to

the provisione of the Employee Retirement Income Security Act of
1974 (ERISA) .

B. Benefitp

The Plan provides madical, life, and accidental death and
dismemberment insurance benefite covering employeses of the
Hoppital working not less than 24 hoursa per week. The Plan also
provides medical benefits to employee dependents if the employee
elects to make the required contribution, The Plan provides
continuation of coverage to terminated employees and dependents
who elect continuation of coverage and make the required
contributions. The Group Life and Accidental Death and
Dismemberment Insurance isg fully ingured. Life and Accidental
Death and Iismemberméent Insurance benefitg, not to exceed
$100,000 or legs than §15,000, are determined from base
earnings. MNMsdical benefits and administrative costs are self-
funded by ths hospital.
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16. EMPLOYEE GROUP HIALTH AND LIFE INSURANCE PLAN #501_(CONT'D)

C. Contributions

The Plan Document provides that the Plan is entirely voluntary
on the part of the Employer, Linc¢oln General Hospital, Inc., and
may be terminated by the employer at any time. The Plan
Supervisor, Employee Benefit Services, Inc., makes periodic
recommendations to the Hoppital Board of Directors, concerning
monthly deposit rates for employees covered and rates foxr those
employenes electing to make the required contribution for
dependent and ceontinuing coverage.

Depositas are calculated monthly based on these rates and
payments are made to the Plan Account to cover the Plan‘s
financial obligations.

Employee con:ributions represent amounts withheld from or paild
| by employees ox former employees for dependent or continuing
coverage and are paid to the Plan account.

D, Adminjgtrativse Expenses

All expenses of administering the Plan shall be paid by the Plan
J or from the general assate ©f the Hospital. The Hospital
absorbrn significant costs of the Plan’s operating expenses,

E. Estimateg - epnefit Obligations
i Plan Liabiliiies for health claims incurred but not reported as
of Decamber 31, 1996 and April 30, 1996, are estimated by the
Plan Superviior, Employee Benefit Bervices, Inc. Such estimated
amounts are reported in the accompanying statemants.

i F. Plan Amendments
Effective Soptember 1, 1995, the effective date of non-

contributory coverage will be the eligibility date unless such
coverage is waived. -

| Effective September 1, 1995, evidence of good health is required
j.f an employee waives the right to non-contributory coverage and
then requests coverage at a later date.

Effective January 1, 1996, the plan will pay 70%, after the
deductible, For outpatient surgical procedureg if performed at
i Lincoln General Hospital, Inc. or in a phyeician’s office.
Outpatient sargical procedures performed at any other facility
will be paid at 50%, after the deductible.
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16. EMPLOYEE GROUP HIZALTH AND LIFE INSURANCE PLAN #501 (CONT’D)

17,

F. Plan Amendmentsg
Effective January 1, 1997, the definition of beneficiary /
participant vas changed to include a child born to or adopted by
the covered employes during a period of COBRA continuation
coverage to be considered a qualified beneficiary upon proper
notification to the employex.

Effective January 1, 1897, Article III, Consolidated Omnibus
Budget Reconciliation Act (COBRA) continuation of coverage was
entirely restated to reflect the above definition.

G. Excess Riesk, Life, Accidental Death and Digmembexment
Ingurance Contracts

Lincoln General Hospital, Xnc. has contracted with Guarantee
Life Companies, Inc. for aggregate and speciflc excessa risk
insurance an<d life insurance. The Hogpital has alsgo contracted
with Continental Casualty Company for Acclidental Death and
Disgmembermeni: Insurance.

H. Income Tax Siatue
A recent determination letter has not been obtained from the
Internal Revenue Service, However, the Plan Administration
believes thal. the Plan 18 currently designed and being operated

in complianco with the applicable requiremente of the Internal
Revenue Cocde,

FUND EQUITY

Repervatione of Retained earnings and fund balances are created to
indicate that a portion ox all the balance 1is spegregated for a
specific future use. Following ig a list of all reserves used and
a description of each.

Reperved for Cap:ital YImprovementg - An account used to segregate a
portion of retained earnings for capital expenditures in future
years.

Reserved for Hea.lth Claimg - An account used to segregate retained
earnings for Health Claims payable for employees and beneficiaries
in future years.

Reserved for Scaclarghips - An acceount used to segregate fund
balance for Nurs:ing Scholarsghips in future years.




18,

19.

-eEm m A e e = = = = - o m o e —_ e = = - = - =

PAGE 30
LINCOLN GENERAL HOSPITAIL, INC.
NOTES 70 FINANCIAL STATEMENTS (CONTINUED)
-~ DECEMBER 31, 1996
CONCENTRATIONS OF CREDIT RISK
The Hospital has concentrated 1its credit risk for cash by

maintaining deposits in banke located within the same geographic
region. The maximum loses that would have resulted from that risk
totalled $378,094 as of December 31, 1996, for the excess ¢of the

deposit liabilities reported by the banks over the amounts that
would have bean covered by federal insurance.

The Hoapital is located in Ruston, Lincoln Parish, Louisilana. The
Hospital grants credit without collateral to its patients, most of
whom are Jlocal area residents who are insured under third-party
payor agreaments,. Revenues from patientes and third-party payors
were $24,600,538 for the eight month period ended December 31, 1996.

BOARD MEMBER COMPENSATION

Ne compensation wapg paid to any member of the boards of directors.

Board members wlho served during the eight month period ended
December 3], 1996, are liested below.

Membex of Board

Lincoln NurseSource

Board Memberx Genaral LGG, Inc. _Home Care Conpensation
Mr. John Bugke X None
Mr. Wilbert Ellis X X X None
Mr. Don Faust X X X None
Mr. Charlesg M. Fuller X None
Ma, Deloreg Harries X None
Mr. Paul Hogan X None
Mr. Dan Hollingsworth X None
Mr, David Lewis X X None
Mr. Ted McKinney X None
Dr. Randy McWorter X None
Dr. Larry Neal X None
Mr. Wayne Parkern X None
Mx. Thomasp W. RoOogers X X None
Mr. Reagan Sutton X X None
My . Jogeph R. Thomas, Jr. x X None
Ex-Officio

Mr. Jack PBeard X None
Dr. Nancy Smith X None

e
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ILINCOLN GENERAL HOSPITAL, INC,
NOTES rOo FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 19836
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20. SEGMENT INFORMATION - ENTERPRISE FUND

The Hospital maintaine two funds which are intended to be self-
supporting through ueer charges for goods and services provided to
the general public for Hospital & Home Care. Financial segment
information not presented in the financial statements is presented
below for the eight month periocd ended December 31, 1356.

Nursefource Lincoln General
_Home Care, Inc. _ _Hospital, Inc.
Property & Equipment
hdditions 5 1,099 S 074,553
Dispesitions 2,056
Net Working Capital (8 106,756) S 11,456,889

2:. OTHER COMMITMENTS

I T T T T

The Hosgpital had outstanding commitmants for the purchase of
equipment in the amount of $£140,623 and constrxuction commitments of
£153,925 ap of Dacember 31, 189%96.

22. REORGANIZATION

On July 8, 1996, Lincoln General Hoepital, Inc. and the Lincoln
Parieh Police Jury executed a Definitive Agreement to create Lincoln
Health System, Iric., a congortium made up of the following members,

_Hospiial Location
Lincoln Gene)xal Hosapital, Inc. Ruston
Glenwood Reg:onal Medical Center West Monroe
St. Francie ledical Center Monroe
Willig-Knighton Medical Center Shreveport

The agreement provided that the three ocut-of-town memberas will pay
the Lincoln Parish Police Jury $10,000,000 for their entire interest
in Lincoln Genersl Bospital property and equipment for which they
will receive a 4(% interest in Lincoln Health B8ystem, Inc. Lincoln
General Hospital, Inc. will transfer all o¢f its assets net of
liabilitiers to Lincoln Health System, Inc. for which it will acquire
a 60% interest to be hald by Lincoln Health Foundation, Inc., an
entity c¢reated by Lincoln Health System, Inc. The proposed
conportium agreement wapg approved by the voters of Lincoln Parish by
ballot on September 21, 1996,

Ag of December 31, 19%6, Lincoln General Hospital, Inc., had
incurred 1legal and accounting fees in connection with the
reorganization in the amount of $929,416, which was capitalized as
organization cont. The out-of-town partners have agreed to
reimburse Lincoln General Hospital, Inc., for three-fourths of the
total organization cosat.
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Enterprise Funds

Enterprine funds are uged to account for operations that are financed
and operated in a manner similar to private business enterprises - where
the intent of the Hoapital’s Board i1s that the costs of providing goods
or services to the general public¢c on a continuing basis be financed or
recovered primarily through user charges.

Lincoln General Hospitktal, Inc,

This fund is usped to account for the operations of the Hospital.

AW S Sl s wll B B RSP el —r

Thie fund is used toc account fox the operations of NurseSource Home
Care, Ing,




e — — — - _— —_— —_—  —_—  —_— —_— — — = e e — — — — — —

LINCOLN GENERAL HOSPITAL, INC.
ENTERPRIEE FUND

COMBINING BALANCE SHEET
DECEMBER 31, 1996

WITH COMPARATIVE T'OTALS FOR APRIL 30D,

—— L . i ——

1996

LINCOLN
GENERAL

HOSPITAL, INC.

ASSETS

CURRENT ASSETS

Cash
Investment Securities

Total Cash & Cash Equivalents

Asgets Whoge Use isa Limited and are
Regquired for Current Liabilities

Patient Accounts Receivable, less
Allowance for Doubtful Accounts
12/31/96-$3,555,100 & 04/30/96-53,542,%900
Allowance/Medicare & Medicaid Adjustmentsa
12/31/96-$2,6%77,700 & 04/30/96-$2,971,300

Cther Accountse Receivable
Due from LGG, Inc.
Due from NurseSource Home Care, Inc.

Estimated Third-Party Payor Settlements

Inventories ®@ Cost (FIFO)
Prepaid Expenses

Total Current Assgets

ABSETS WHOSE USE IE LIMITED
By Board for Capital Improvements
Inveatment Securities

Less Asseteg Whose Use is Limited and
That are Reguired for Curxrent Liabillities

Nonturrent Aspetb Whoee Use is Liimited

PROPERTY & EQUIPMENT, NET OF ACCUMULATED
DEPRECIATION (12/31/96 - $12,779,038 &
04/30/86 - $11,604,196)

OTHER ASSETS

Prepaid Pengion Costs
Organization Cost - Net
Depopits

Total Othar Asgsets

TOTAL ASSETS

(Continued)

$ 438,037
2,448,931
4,886,968

644,025

6,232,723
83,148
67,000

275,664
536,283
1,237,595
309,527

14,272,937

8,822,673

1,373,704
825,416

.y L - -

2,303,120

$32,246,969

The accompanying notes are an integral part of thies statament.
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LINCOLN GENERAL HOSPITAL, INC.
ENTERPRISE FUND

COMBINING BALANCE SHEET
DECEMBER 31, 19586
WITH COMPARATIVE TOTALS FOR APRIL 30, 1996
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LINCOLN
GENERAL
_HOGPITAL, INC,

LIABILITIES & FUND EQUITY

CURRENT LIABILITIES

Accounts Pavyable $ 1,177,266
Current Insgtallments of Long-Term Debt 400, 844
Current Insptallments of Capital Lease

Obligations 42,526
Accrued Payroll & Helated Liabilitles 1,002,154
Other Accrued Liabilities 78,138

Estimated Third-Party Payor Bettlements
Due to Lincoln General Hogpital, Inc.

Due to Employee Group Health & Life

Insurance pPlan #5401 115,120
Deferred Revenue
Total Current Liabllities 2,816,048
LONG-TERM DERBT, EXCLUDING CURRENT
INSTALLMENTS ‘ 915,558
CAPITAL LEASE OBLIGATIONS EXCLUDING
CURRENT INSTALLMENT'S 94,4523
Total Lisbilities _..3,826,055

JFUND EQUITY

Common Stock - No Jl'ar Value
1,000 Shareg Authorized
300 Shares Issued & Outstending

Retained Earnings [Deficit)

| . Wl e e W i b 2 —k

Reporved for Cap:tal Improvements 5,848,239
Unreserved 21,572,671
Total Retained Earnings (Deficit) 28,420,910
TOTAL FUND EQUITY (DEFICIT) 28,420,210

Commitments & Contingent Liabjlities
(Notea 2, 8, o, 10. 11, 12, 15, 18, 21 & 22)

T B e ————

TOTAL LIABILITIES & JFUND EQUITY $32,246,969

{Concluded)
The accompanying notes are an integral part of this statement.
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NURSESOURCE
HOME

CARE, INC,

S 13,660

22,115

27%,664

22,926

334,365

334,365

56,530

(___152,000)
(. 152,000)

( 95,470)

g 238,885

1 9 9 6

e FOTALS
December 31

$ 1,190,926
400,844

42,526
1,024,269
78,138

275,664

138, 046

TR Rl vl pf——— ey ————

3,150,413
915,558

94,453

4,160,424
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EXHIBIT E-1

56,530

6,848,239
21,420,671

28,268,910

28,325,440

$32,485,864

$ 1,347,632
385,283

39,716
1,429,833
67,419
8,913
172,483

120,634
. ..2,925

3,574,848

1,185,422

26,530

6,241,032
19,816,996

26,15B,028

26,214,558
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LINCOLN GENERAL HOSPITAL,

ENTERPRISE FUND
COMBINING STATEMENT OF REVENUES,

EXPENSES,

B, L B Bl P sk

LINCOLN
GENERAL

HOSPITAL,

OPERATING REVENUES

Net Patient Service Revenuesp

Other Operating Revenues
Total Operating Revenues

QPERATING EXPENSES

Salarios

Employee Benafits

Payroll Taxes

Workmen’s Comp Insgurance
Drugs, Food & Supplies
Outeide Services & Expense
Profeasnional Feeas

Leaseg & Rentals

Equip Service Contrracts/Repalrs

Utilitierm

Telephone

Laegal, Audit & Conizulting
Insurance
Taxes

Other Expense
Provigion for
Depreciation

Bad Debtsd

Total Operating Txpenses

Income (Loas) fxom Operations

Nonoperating Revenue’s (Expenseor)

NET INCOME (LOSS)

(Increase) in Retainsd Earninge Reserved

for Capital Ymprovaments (

& CHANGES IN RETAINED
EXGHT MONTH PERIOD ENDED DECEMBER 31,

PAGE 36
EXHIBIT E-2

INC.

EARNINGS

INC.

e 307,509
24,908,137

8,184,9
1,029,1
659,6
58,0

15
68
96
35

4,428,845

968,5
1,060,4
811,6
658,5
465, 8
49,6
97,2
329,6
2,2
373,5
1,857,7
1,102,3

S0
23
71
56
g9
06
8°%7
30
54
80
36
S4

1,769,9
365,8

23,138,195

42
40

2,135,7

607, 2

82

07)

Net Change in Unregerved Retained

Earnings for the Ysaar

RETAINED EARNINGS (DEFICIT) -
UNRESERVED, BEGINNING

RETAINED EARNINGS (DEFICIT) -
UNRESERVED, ENDING

1,528,5

75

20,044,096

$21,572,671

1996
NURSESOURCE
HOME
CARE, INC, .. TOTAL_
¢ 399,838 $25,000,376
__ 307,599
399,838 25,307,875
243,999 9,428,914
22,044 1,051,212
18,713 678,409
58,035
18,194 4,447,039
10,2100 978,690
1,060,423
23,642 835,313
76 658,632
3,535 469,344
2,420 52,026
23,700 120, 987
3,458 333,088
2,25%4
5,299 428,879
1,200 1,858,936
_ 788 1,103,192
_..4927,178 _23,565,373
{ 27.,340) 1,742,602
2,440 368,280
( 24,900) 2,110,882
807,207
{ 24,900) 1,503,675

(__127,100) 19,916,996

(¢ 152,000}

The accompanying notes are an integral part of this statement.
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EXHIBIT E-3

LINCOLN GENERAL HOSPITAL,
ENTERFPRISE FUND
COMBINING STATEMENT O CAGI PFLOWS

INC.

EXGHT MONTH PERIOD ENDED DECEMBER 31, 1996
LINCOLN NURSESOURCE
GENERAL HOME
HOSPITAL, INC, _CARE, INC. _TOTAL _
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (Losg) £2,135,782 ($ 24,900) $2,115,882
Adjustments to Reconcile Net. Income (Lossg) to
Net Cash Provided by Operamting Activities:
Depreciation 1,176,101 798 1,176,899
Amortization o:
Organization Cost 1,935 1.835
Provisgion for 13ad Debts 1,857,736 1,200 1,858,936
Changes in Assets & Liabilities:
(Increase) Decrense/Ageeils
Patient Accoun’:s Receivable ( 1,264,314) ( 950,847) ( 1,355,161)
Accounts Receivvable Otharx ( 15,478) ( 15,478)
Third-Party Pavor
Settlemente 76,323 { 6,337) 69,986
Inventories 13,962 1,142) 42,820
Prepaid Expensas 11,163 ( 2,470) B,693
Prepaid Pension Costse { 22,444) ( 22,444)
Deposgits 208 208
Increage (Decreane)/Liabilities
Accounts Payable 140,969 B,741 14%,710
Accrued Payroll &
Relatecd Liabilities ( 395,581) ( g,983) ( 405,564)
Other Accrued Liabilitiee 10,719 10,7189
Due to Employes Group Health &
Life Inspuran:ze Plan #501 ¢ 3,094) 20,506 17,412
Deferred Revanae { 2,9825) (__  2,825)
Total Adjustmentes 1,613,137 (__"77,391) 1,535,746
NET CASH PROVIDED (USED) /[
BY OPERATING ACTIVITIES 3,748,919 (_102,291) 3,646,628

(Continued)
The accompanying notess are an integral part of this ptatemant,
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LINCOLN GENERAL HOSPITAL, INC.
ENTERPRISE FUND
COMBINING STATEMENT OF CASH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 1996

o rm — r — ~ 'Y i M

-

LINCOLN NURSESOURCE
GENERAL HOME
HOSPITAL, INC, CARE, INC. __TOTAL

CASH FLOWS FROM INVESTING ACTIVITIES

Collection on LGG, Inc. Note $ 35,000 S 35,000
Loan to NursaSource Home Care 103,181) e (__103,181)
NET CASH (USED) BY
INVESTING ACTIVITIIES ( 68,181) - ( 68B,181)
CASH FLOWES FROM CAPI'TAL &
RELATED FINANCING ACTIVITIES
Loan from Lincoln (Generxral Hospital 103,181 103,181
Acguigition & Conse:iruction of
Capital Asnets ( 1,280,969) { 1,099) ( 1,282,068)
(Increase) in Aspete Whose Use
is Limited ( 319,152) { 318,152)
Organization Cosat ( 562,077) ( £62,077)
Principal Payments on
Long-Term Debt ( 254,313) ( 254,313)
Payments on Capital
Leape Obligations (__ . 26,0249) _ { 26,024)

NET CASH PROVIDED (USED) BY CAPITAL &
RELATED FINANCING ACTIVITIES ( 2,442,535) 102,082 (_2,340,453)

NET INCREASE (DECREAZE) IN CASH
& CASH EQUIVALENTS 1,238,203 ( 209) 1,237,994

CASH & CASH EQUIVALENTS
AT BEGINNING OF YEAR 3,648,765 14,843 3,663,608

CABH & CASH EQUIVALENTS

AT END OF YEAR 54,886,968 S 14,634 $4,901,602

Supplemental Disclosures of Cash Flow Information

Cash Paid During the Year
For Interept S 69,858 S £9, 858

(Concluded)

The accompanying notes are an integral part of this statement.
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EXHIBIT F-1
LINCOLN GENERAL HOSPITAL, INC.
ENTERPRISE FUND
LINCOLN GENERAL HOSPITAL, INC,
COMPARATIVE BALANCE SHEETS
DECEMBER 31, 1996 & APRIL 30, 1886
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December 31 Aprild 30
1 9 9 6 1.9 9 6 _
ASSETE
CURRENT ASSETS
Cash $ 138,037 S 88,258
Investment Beacurities 4,448,931 3,550,507

Total Cash & Cash Equivalents 4,886,968 3,648,765
Anssets Whose Use is Limited and are

Rogquired for Current Liabilities 644,029 932,084
Patient Accountg Receivable, less

Allowance for Douvbtful Accountsas

12/31/96 - $£3,548,000 &

04/30/96 - $£3,538,000

Allowance/Medicare & Medicaid Adjustments

12/31/96 - $2,620,000 &

04/30/96 - $2,92%,000 6,232,723 6,826,145
Other Accounts Receivable 83,148 67,670
Due from LGG, Inc. 67,000 102,000
Due from NursgseSource Home Care, Inc, 275,664 172,483
Estimated Third-Party Payor Settlements 536,283 612,606
Inventories @ Cost (FIFOD) 1,237,595 1,281,557
Prepald Expenses e 309,527 _ 320,690

Total Currxrent Astcets 14,272,937 13,964,000

ASSETS WHOSE USE IS LIMITED

- o i T

Investment Securities 7,492,268 7,173,116

Lese Asgsets Whose Use is Limited
and That are Rejuired for

Current Liabilities ( 644, 029) ( $32,084)
Noncurrent Assets Whosgse Use
ig Limited 6,848,239 __ 6,241,032

PROPERTY & EQUIPMENT, NET OF ACCUMULATED
DEPRECIATION (12/331/96 - $12,775,695 &

04/30/%6 - §11,601,651) 8,822,673 9,024,221
OTHER ASSETS
Prepaid Pension Conts 1,373,704 1,351,260
Organjzation Cost _ 929,416 367,339
Total Other Assei.s 2,303,120 1,718,599
TOTAL ASSETS $32,246,969 $30,947,B52

(Continuead)

The accompanying notes are an integral part of this statement.
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EXHIBIT F-1

LINCOLN GENERAL HOSPITAL, INC,.

ENTERPRISE FUND
LINCOLN GENERAL HOSPITAL, INC,.

COMPARATIVE BALANCE SHEETS

B il I - [~ S —ryeiLE — ] [

LIABILITIES & FUND EQUITY

CURRENT LIABILITIES

Accounts Pavable

e L e bl e A

* DECEMBER 31,1996 & APRIL 30, 1596

Dacember 31
1 9 9 6

April 30
l 9 9 6

Ll e TR T N L el ——

$ 1,342,713

Current Installments of Long-Term Dabt 400, 844 385,293
Current Installments of Capital Lease
Obligations 42,526 39,716
Accrued Payroll & Related Liabilities 1,002,154 1,397,735
Other Accrued Liabilities 78,138 67,419
Due to Employae Group Health & Life
Insurance Plan #501 115,120 118,214
Daferred Revenue ~ _ 24925
Total Current Liabilities 2,816,048 3,354,015
LONG-TERM DEBT, EXCLUDING CURRENT
INSTALLMENTS 915,558 1,185,422
CAPITAL LEASE OBLIGA'IONS EXCLUDING
CURRENT INSTALLMENTS 94,453 123,287
Total Liabilities 3,826,059 4,662,724
¥UND EQUITY
Retained Earnings
Reperved for Capital Improvements 6,848,239 6,241,032

Unreserved
Total Fund Equicy
Commitments & (Contingent Liabilities
(Notes 2, 8, 9, 10, 11, 12, 1%,
18, 21 & 22)

TOTAL LIABILITIES & FUND EQUITY

(Concludad)

21,572,671

28,420,910

[N —

32,246,969

20,044,096

26,285,128

- Py P arr— -

$30,947,8%52

The accompanying notes are an integral part of thieg statement.

et .
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EXHIBIT F-2

LINCOLN GENERAL HOSPITAL, INC.

ENTERPRISE FUND
LINCOLN GENERAL HOSPITAL, INC,

STATEMENT OF REVENUES, EXPENSES

& CHANGES IN RETAINED EARNINGS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 31936

- - i

b

OPERATING REVENUES

. Net Patient Service Revenues $24,600,538
: Othexy Operating Revenues 307,599
‘ Total Operating Revenuesg £24,908,137
OPERATING EXPENSES
Salariles 9,184,915
Employee Benefits 1,029,168
Payroll Taxes 659,696
Workmen’s Comp Insurance 58,035
Druge, Food & Suppl..les 4,428,845
Outgide Services & Expense 968,590
Profesasional Fees 1,060,423
Leasgsefs & Rentals 811,671
Equip Service Contiacts/Repairs 658,556
Utilities 465,809
Telephone 49,606
Legal, Audit, & Consulting 97,287
Insurance 329,630
Taxesn 2,254
' Other Expense 373,580
Provigion for Bad Debts 1,857,736
Depreciation _ 1,102,394
Total Operating lixpenses 23,138,185
Income f£rom Operations 1,769,942
Nonoperating Revenuei {(Expenses) 365,840
NET INCOME 2,135,782
(Increase) in Retained Earnings
Reserved for Capitial Improvements ( 607,207)
Net Change in Unreserved Retained
Earnings for the Yonar 1,528,575
RETAINEDR EARNINGS - "WNRESERVED, BEGINNING 20,044,096
RETAINED EARNINGS -~ 'JNRESERVED, ENDING §21t572£ 671

The accompanying notes are an integral part of this statement.
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EXHIBIT F-23

LINCOLN dENERAL HOSPITAL, INC.
ENTERPRISE FUND
LINCOLN GENERAL HOSPITAL, INC.
STATEMENT OF CASH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 1996

- - - - - —_— - — r—— - ' A ol F B - ALY o g

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income $ 2,135,782

Adjustments to Reconcile Net Income to
Net Cash Provided by Opsrating Activities:

Deprecilation S 1,176,101
Provision foy Bad Debts 1,857,736

Changes in Assets & Liabllities:
(Increase) Decrease/Apsets

Patient Accountg Receivable {( 1,264,314)
Accounts Receivable Other ( 15,478)
Third-Party Payor Settlements 76,323
Inventories 43,962
Prepaid Expenses 11,163
Prepaid Pension Costs ( 22 ,444)
Increase (Decrease)/Liabilities
Accounts Payable 140,969
Accrued Payroll &
Related Liabilities ( 395,581)
Other Accrued Liabilitiean 10,719
Due to Employes Group Health & Life
Insurance Plan #501 ( 3,094)
Deferred Revenue (_ _  2,925)
Total Adjustments 1,613,137
NET CASH PROVIDED BY OPERATING ACTIVITIES £ .3,748,919
(Continued)

The accompanying notss are an integral part of this statement.
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! EXHIBIT F-3

LINCOLN GENERAL HOSPITAL, INC.

ENTERPRISE FUND
LTINCOLN GENERAYL HOSPITAL, INC.
STATEMENT OF CABH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 19%6
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CASH FLOWS FROM INVESTING ACTIVITIES

Collection on LGG, Inc. Note S 35,000
Loan to Nursefource Home Care, Inc. ( 103,181)
WET CASH (USED) BY INVESTING ACTIVITIES (5 68,181 )

CASH _FLOWS FROM CAPITAL &
RELATED FINANCING ACTIVITIES

Acquisition and Construction of

Capital Asegets ( 1,280,969)

(Increase) in Apsets Whose Usge is Limited ( 319,152)

Principal Payments on Long-Term Debt ( 2%4,313)

Payments on Capital Lease Obligations ( 26,024)

Organization Cost ( 562,077)
NET CASH (USED) BY CAPITAL & RELATED

FINANCING ACTIVITIES (2,442,535)
NET INCREASE IN CASH & CASH EQUIVALENTS 1,238,203
CASH & CASH EQUXIVALENTS AT BEGINNING OF YEAR 3,648,765
CASH & CASH EQUIVALENTS AT END OF YEAR $4,886,968

Supplemental Disclogures of Cash Flow Information
Cagh Paid During tlke Year For
Interegt S 69,858

(Concluded)
The accompanying notesg are an integral part of this statement.
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ENTERPRISE FUND
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COMPARATIVE BALANCE SHEETS
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EXHIBIT G-1

ASSETS
CURRENT ASSETS

Cash

Patient Accountse Receivable, Lees
Allowance for Medicare, Medicald
and Other Adjustments

(12/31/96 - $63,800; 04/30/96 - $51,200)

Eastimated Third-Party Payor
Sattlements

Inventoriesg at Cost (FIFQO)

Prepaid Insurance

Total Current Aassets

PROPERTY AND EQUIPMENT, NET OF
ACCUMULATED DEPRECIATION
(12/31/96 - $3,343; 04/30/96 - $2,545)

QTHER ASJETS

Organization Costs - Net
Depopits

TOTAL ASBETS

LIABILITIES & FUND EQUITY
CURRENT LIABILITIES

Accountse Pavable

Accrued Payroll & Related Liabilities

Estimated Third-Party Payor Settlements

Due to Employee Grcup Health & Life
Insurance Plan #501

Due to Lincoln General Hospiltal, Inc.

Total Liabilitiesn

FUND EQUITY

Common £tock - No Far Value
1,000 Bhares Autlorized
300 Shares JYssued and Outstanding
Retained Earnings (Deficit)
Unreserved

Total Fund Equity (Deficit)

TOTAL LIABILITIES & FUND EQUITY

Dacambeay 31

1.9 9 6

S 14,634

205,966

2,488
2,051

227,609

$ 13,660
22,115

22,926
—— 15,664

334,365

56,530
152,000

2,470

85,470
£ 238,835

116,329

5,064
303

——— a4 — —_— - -

137,135
5,181

1,739
208

————ra= ey .

£ 150,263

S 4,919
32,098
8,913

2,420
172,483

220,833

2 127,3100)

——

.70,570)

Bover 3200283

The accompanying notes are an integral part of this statement.
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LINCOLN GENERAL HOSPITAL, INC,.
ENTERPRISE FUND
NORSESOURCE HOME CARE, INC.
STATEMENTS8 OF REVENUES, EXPENSES, &
CHANGES IN RETAINED EARNINGS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 1986

— e e i iy il v - [ L] o . il il B Rt L —— -—

OPERATING REVENUES

! Net Patient Service Revenuag $ 399,838

OPERATING EXPENSES

Salaries S 243,959
Employee Benefits 22,044
Payroll Taxes 18,713
Suppliles 18,194
Outpide Services & Expense 10,100
Leapes & Rentals 23,642
Equip Service Contracte/Repairs 76
Utilitiles 3,535
Telephone 2,420
Legal, Audit & Consulting 23,700
Insurance 3,458
Other Expense 55,299
Proviesion for Bad Tebts 1,200
Depreciation . "T98
Total Operating Expenses 427,178
(Loes) from Operations ( 27,340)
Non-Operating Revenuas 2,440
NET (LOSSE) ( 24,900)
RETAINED EARNINGS (DEFICIT) -
UNRESERVED, BEGINNING | (__127,100)
RETAINED EARNINGS (DEFICIT) -
UNRESERVED, ENDING (___.152,000)

The accompanying notes are an integral part of this statement.
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LINCOLN GENERAL HOSPITAL, INC.

ENTERPRISE FUND
NURSESOURCE HOME CARE,

INC.

STATEMENT OF CASH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 19936
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Net (lLog#g)

Adjustments to Reconcile Net (Loss) to
Net Cash Provided by Operating Activities:

Depraciation

Provision for Bad Debts
Amortization/Organization Cost

Changes in Assets & Liabilities:

(Increasge) Decroeapes/Assets
Patient Accounts Receivable

Third-Party Fayor Settlements

(
(
Inventoxies {
Prepaid Insurance (

Deposits

Increase (Decrense)/Liabilitiesn
Accounts Paysble
Accrued Payrcll & Related Liabilitier(

Due to Employee Group Health & Life
Ingurance ¥lan #501

Total Acjustments
NET CASH (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL &
RELATED FINANCING 2CTIVITIESR

Loan from Lincolr. General Hospital, Inc.
Acguisition of Cspital Assets (

NET CAS8H PROVIDED BY CAPITAL &
RELATED FINANCING 2CTIVITIES

NET INCREASE (DECREASE) IN CASH &
CASH EQUIVALENTS

CASH & CASH EQUIVALENTS-AT BEGYINNING OF YEAR

CASH & CASH EQUIVALENTS - AT END OF YEAR

$ 798
1,200
1,935

8,741
9,983)

20,506

103,181
1,099)

($ 24,900)

- — _—

The accompanying notesg are an integral part of this statement.
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PROPRIETARY FUNDS

Internal Service Funds

Internal Bervice Funcls account for the financing of services provided by
one fund to another fund or to employees of other funds of the Hospita)
on a contributory or cost reimburpsement basisg,

Employee Group Health and Life Insurance Plan #501

This fund accumulates resources to finance medical benefits to employeesg
of the Hospital,

1.3, Inc.

LGG, Inc¢, is a speparate legal entity that hag entered into a partnership
with Ruston Outpatient Physical Therapy Services, to provide physical
therapy services to lLincoln General Hospltal, Inc.
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LINCOLN GENERAL HOSPITAL, INC.
INTERNAL SERVICE FUND
COMBINING STATEMENT OF REVENUES,
EXPENSES, & CHANGES IN RETAINED EARNINGS
EXGHT MONTH PERIOD ENDED DECEMBER 31, 1996

e — — Y, - P e AT T P A — r b, L.

Employeeé
Group Health
& Life Ins
HBEE, Inc, Plan #501 = __TOTAL

OPERATING REVENUES

Iincome from Partnership 5§ 260,132 S 260,132

Health Plan Revenue _ $1,026,878 1,026,878
TOTAL OPERATING REVENUES 260,132 1,026,878 1,287,010
OPERATING EXPENSES — 31,698 866,002 997,700
GPERATING INCOMK 228,434 60,876 289,310

Interest Income 1,619 21,708 23,327

Dividend Income 49 49

Contributions (___ 3,250) o 3.250)
INCOME BEFORE INCOME TAX 226,803 82,633 309,436
FEDERAL, & LA INCOME 'TAX .. 78,228 S 78,228
MET INCOME ..148,57h _B2,633 231,208
INCREASE IN RETAIRED EARNINGS

Reperved 82,633 B2,633

Unreserved 148,575 148,575
RETAINED EARNINGS - BEGINNING

Reserved - 421,324 421,324

Unreperved 354,656 _ — 354,656
RETAINED EARNINGS - ENDING

Regerved 503,957 503,957

Unreserved 503,231 _ 503,231
TOTAL RETAINED EARNINGS 8 503,231 g 503,957 5 1,007,188

The accompanying notes are an integral part of this statement.
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LINCOLN GENERAL HOSPITAL,
INTERNAL SERVICE FUND

INC.

COMBRINING STATEMENT OF CASH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 1996

Y wlla® el e g bt ey b A R P gl - BT ek

it

LGG, Inc,

AT
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Enplovaee
Group Health
& Life Ins

CASH FLOWS FROM OPERATING ACTIVITIES

Net Incgome £148,575
Adjusgtments to Recolncile Net
Income to Net Cash Provided
by Operating Activities:
Partnership Net Income ( 260,132)
Changes in Assets & Liabilitiesn:
{Increase) Decrease/Aspatn
Accounts Receivable 1,262
Due from Otheir Funda
Prepald Expanties 28,412
Deferred Tax 2,490

Increase (Decreanse)/Liabilities

hAcerved Liabilities 17,966
Health Claims Payable

Estimated Health Claims
Incurred but not

Reported _
Total Adijuptments (_210,002)

HET CASH PROVIDED (ULED) BY
OPERATING ACTIVITIES (__61,427)

CASH FLOWS FROM INVESTING ACTIVITIES
Distyibution from Partnership 215,000

HET CASH PROVIDED BY
INVESTING ACTIVITIEES 215,000

(Continued)

Plan #5031
$ 82,633
( 17.,412)
( 512)
(__56,400)
( 74,324)
8,309

__TOTAlL

{ 260,132)

1,262

( 17,412)
28,412
2,490

( 512)

215,000

The accompanying notes are an integral part of this gtatement.
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LINCOLN GENERAL HOSPITAL, INC.
INTERNAL SERVICE FUND
COMBINING STATEMERNT OF CASH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 3], 19896

| Ty - S— [ oLl JR N Y

o .

Employee
Group Health
& Lifa Insa

L In ___Plan #501 TOTAL

CASH FLOWE FROM CAPITAL &

RELATED FINANCING 2 CTIVITIES

Payment on Note Payable ($ 35,000) L _ ($ 35,000)
NET CASH PROVIDED BY

FINANCING ACTIVITIES (__35,000) 3 (___35%,.000)
NET INCREASE IN CASH &

CASH EQUIVALENTS 118,573 $ 8,309 126,882
CASH & CASH EQUIVALEMNTS

AT BEGINNING OF YEIR 18,374 702,063 _720,437
CASH & CASH EQUIVALENTS

AT END OF YEAR $136,947 S 710,372 $847,319

1

fupplemental Dipclosuvres of Casgh Flow Information
Cash pald during tle year

for Income Taxes S 45,000 $ 45,000
Cagh paid during tle year
for Interest S 4,932 S 4,932
(Concluded)

The accompanving notas are an integral part of this statement.
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EXHIBIT I-1

LINCOLN GENERAL HOSPITAL, INC.

INTERNAL SERVICE FUND
LGGE, INC,

COMPARATIVE BALANCE SHEETS
DECEMBER 31, 1996 & APRIL 30, 1996

e pe———— - PN e WAl Ak —k Ry o g — L

December 31 Aprill 30
1.3 3.6 2. 8.9 6
ASSETS
CURRENT ASSETS
Cash & 96,713 $ 16,374
Certificate of Depoazit .40,234 e e
Total Cash & Cash Equivalent.s 136,947 18,374
Prepaid Federal Income Tax 24,719
Prepaid Louvisiana Income Tax 3,693
Income Tax Claim 1,262
Daferred Income Tax e .. 2,490
Total Current Agsoets 136,547 .. 50,538
INVESTMENTS
Investmment in ROPTS8 Partnership 370,200 325,068
Investment in Nursgei3ource Home Care, Inc. . 81,05D _ 81,050
Total Investments 451,250 406,118
TOTAL ASSETS S 588,197 §_ 456,656
LIABILITIES & FUND EQUITY
CURRENT LIABILITIES
Accruaed Liabilities S 17,966
Due to Lincoln Gene:al Hoapitsl, Inc. 67,000 S 102,000
Total Liabilities 84,966 102,000
FUND EQUITY
Retained Earnings - Unreserved 503,231 354,656
TOTAL LIABILITIES & FUND EQUITY S 588,197 $ 456,656

The accompanying notes are an integral part of this statement,.
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EXHIBIT I-2

LINCOLN GENERAL HOSPITAL, INC.
INTERNAL SERVICE FUND
LGG, INC.
STATEMENT OF REVENUES, EXPENSES,
& CHANGES IN RETAINED EARNINGS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 1896
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REVENUES
Income from Partnership £ 260,132

OPERATING EXPENSES

Audit s 3,600
Interest 4,932
Management Fees 21,500
Taxes B33
Travel. ‘ 8§33

Total Operating Expense 31,698
Income from Operations 228,434
NONOPERATING REVENUEfl (EXPENSES)

Interest Income 1,619
Ceontributions ( 3,250)

Total Nonoperating Revenues (Expenses) { 1,631)
INCOME EEFORE INCOME TAX 226,803
INCOME TAXES

Current Year 75,738

Deferxred Tax _ 2,490
Total Income Tax 18,228
NET INCOME 148,575
RETAINED EARNINGS -« UNRESERVED, BEGINNING 354,656
RETAINERD EARNINGS: - UNRESERVED, ENDING § 503,231

The accompanying notas are an integral part of this statement.
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EXHIBIT I-3

LINCOLN GENERAL HOSPITAL, INC.

INTERNAYL, SERVICE FUND
rLag, INC.

STATEMENT OF CAGH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 1996

I TYEA’ BB - [r— T T T —— W e | e s— g -

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income S 148,575

Adjustments to Reconcile Net Income to Net
Cash Provided by Operating Activities:

Partnership Net Income ($ 260,132)

Changes jin Assete & Liabilities:
(IncreaBe) Decroase/Assets

Account.g Receivable 1,262
Prepald Federal & LA Income Tax 28,412
Deforred Tax 2,450
Increase (Decreuse)/Liabilities
Accrued Liabilities 17,966
Total Adjustments (210,002)
NET CASH (USED) BY OPERATING ACTIVITIES { 6),427)
CASH_FLOWS FROM INVESTING ACTIVITIES
Digtribution from Partnerghip 215,000
NET CASH PROVIDED BY INVESTING ACTIVITIES 21%,000

CASH. FLOWS FROM CAPIUAL &
RELATED FINANCING ACTIVITIER

Payment. on Note Pavable ( 35,000)

WET CASH (USED) BY FINANCING ACTIVITIES (____35,000)
NET INCREASE IN CASH &

CASH EQUIVALENTS 118,573
CABH & CABH EQUIVALENTS AT BEGINNING OF YEAR 18,374
CASH & CASH EQUIVALENTS AT END OF YEAR § 136,947
Supplemental Disclosures of Cagh Flow Information

Cash paid for Income Taxes S 45,000

Cash paid for Interest S 4,932

the accompanying notes are an integral part of this statement.
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LINCOLN GENERAL HOSPITAL, INC,

INTERNAL SERVICE FUNP
EMPLOYEE GROUP HEALTH & LYFE INSURANCE PLAN #5001

COMPARATIVE BALANCE SHEETS
DLECEMBER 31, 1986 & APRIY 30, 1996

_ASBSSETS _

CURRENT ASSETS

Cash
Investmant Management Account

: Total Cash and Cash Eguivalents
@ Due from Lincoln General Hospital, Inc.
Due from NuraeSource Home Care, Inc.

TOTAL CURRENT AEGSETS

INVESTMENTS

Marketable Securitieas

TOTAL ASSETS

CURRENT LIABILITIES

Health Claims Pavable

Estimated Health Claims Incurred
But Not Reported

TOTAL LIABILITIES

FUND EQUITY

Retained Earnings Reserved for
Health Claims

Net Untealized Gain on
Marketable Securitieg

Total Fund Equity

TOTAL LIABILITIES & FUND EQUITY

Decembexr 31

1 9 9 6

¢ 107,735
_ 602,637
710, 372
115,120
22,926

848,418

8177
856,595

§ 29,815

314,646

344,461

503,957

8,177

12,134

5 B56, 595
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$ 69,678
...632,385
702,063
118,214
. 2,420

822,697

ALl - — - T Sre—r— o , am

2. 822,697

S 30,327

~.371,046

- L T

421,324

L, - —r—

La2),324

$§ 822,697

The accompanying notes are an integral part of this statement.
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EXHIBIT J-2

LINCOLN GENERAL HOSPITAL, INC.
INTERNAL SERVICE FUND
EMPLOYEE GROUP HEALTH & LIFE INSURANCE PLAN #501
STATEMENT OF REVENUES, EXPENSES
& CHANGES JN RETAINED EARNINGS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 19586

- — gt A . - ey Wy Py 4 . ey i om—

QPERATING REVENUES

Employer Contributions $ 785,022
Enployee Contryxibutions 167,235
| Refunds on Clalms Paid 10,222
; Specific Loss Reimbursement 64,399
- Total Operating Revenues $ 1,026,878

Payments for

Health Claims 875,911
Excess Risk Inpurance Premiums 81,080
Life Insurance Pramiums 17,625 :
Accidental YInsuraace Premiumsg 3,134 ;

Additionpg to (DPeductiona From) Liabilities For

Health Claims { 56,912)
Administrative Expenses
Administrative Feas 27,739
Precertification tees 5,284
Other Administrative Expensnes 2,141
Total Operating Expenses %66 ,002
CPERATING INCOME 60,876
NONOPERATING REVENUES
Interest Income 21,708
Dividend Income 49
NET INCCNMNE B2,6323
RETAINED EARNINGS - RESERVED, BEGINNING 421,324
RETAINED EARNINGS - RESERVED, ENDING § 503,957

The accompanying notesg are an integral part of this statement.
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EXHIBIT J-3

LINCOLN GENERAL HOSPITAL, INC.
INTERNAL SERVICE FUND
EMPLOYEE GROUP HEALTH & LIFE INSURANCE PLAN #501
STATEMENT OF CASH FLOWS
EIGHT MONTH PERIOD ENDED DECEMBER 31, 1996

— epre——— Y —-—— — o

CASH FLOWS_FROM OPERATING ACTIVITIES

Net Income S B2,6323

Adjustments to Reconcile Net Income to Net
Cash Provided by Operating Activities:

Changeg in Agsets & Liabilitien:

(Increase) Decraase/Agpets
Pue from Lincoln General Hospital, Inc.
for Plan Contributions $ 3,094

Due from Nursegource Home Care, Inc.
foxr Plan Contributions { 20,506)

Increage (Decreipe)/Liabilities
Health Claims Payable ( 512)

Estimated Health Claims Incurred
but not Reported (__56,400)

74,324) !

Total Adjustments (.

NET CASH PROVIDED BY OPERATING ACTIVITIES . ...8,30%

NET INCREASE IN CASH & CASH EQUIVALENTS 8,308

CASH & CASH EQUIVALENTS AT BEGINNYNG OF YEAR 702,063

CASH & CASH EQUIVALENTS AT END OF YEAR S 710,372

The accompanying notes are an integral part of this statement.
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FIDUCIARY FUNDS

Expendable Trugt Funds

Fixpendable Trust Funcs are used to account for funds that are to be used
for purposes ppecified by the donor.

Mary B. Jarrell Scholarship Fund

Thig fund is used to account for funds that are to be used for nursing
scholarshipe as specified by the donor,




LINCOLN GENERAL HOSPITAL,

MARY B.

DECEMBER 31,

CURRENT ASSE

Cash

Inveatment Securities

TOTAL ASSETS

FUND BALANCE

Reservad for Scholarshi

... JONL e

INC.
EXPENDABLE TRUST FUND
JARRELL SCHOLARSHIP FUND
COMPARATIVE BALANCE SHEETS

1996 & APRIL 30, 1996

- - Bl Smpulr ™ T - P ——
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EXHIRIT K-1

nllaer

Decembear 31
9 9 6

5 2,098
249,772

P8 s 251,870

Apxil 30
L9 8.6

——a

$ 3,806
246,530

2. 250,336

The accompanying notes are an integral part of this statement.
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INDEPENDERT AUDITOR’S REPORT ON INTERNAIL CONTROL

STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS




AMERICAN INSTITUTE OF CFA'S
EOCIETY OF LOUISIANA CPA'E

ROBERT E. HOLLADAY 111, CPA

116 PINECREST DRIVE
RUSTON, LA 71270

MEMBER

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
STRUCTURE BASEE ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMERNT AUDITING STANDARDS

To the Board of Directors
Lincoln General Hospital, Inc.
Ruston, Louisiana

I have audited the financial statements and the combining and
individual fund financial statements of Lincoln General Hospital,
Inc. for the eight month period ended December 31, 1996, and have
issued my report thereon dated February 20, 1997,

I conducted my audit in accordance with generally accepted auditing
standards and Governnment Audit Standards, issued by the Comptroller
General of the United 5States. Those standards require that I plan
and perform the audit o obtain reasonable assurance about whether

the financial statements are free of material migstatement.

The management of Lincoln General Hospital, Inc. is responsible for
establishing and maintaining an internal control structure. In
fulfilling this responsibility, estimates and Jjudgments by
ranagement are required to assess the expected benefits and related
coste ©f internal control structure policies and procedures. The
objectives of an internal control structure are to provide
managenent with reasonable, but not absolute, assurance that assets
are safeguarded against loss from unauthorized use or disposition
and that transactions are executed in accordance with management’s
authorization and reccrded properly to permit the preparation of
financial statements in accordance with ¢generally accepted

E_xcccrunting principles. Because of inherent limitations in any
internal control structure, errors or irregularities may

nevertheless occur and not be detected. BAlso, projection of any
evaluation of the structure to future periods is subject to the
risk that procedures nay become inadeguate because of changes in
conditions or that the effectiveness of the design and operation of
policies and procedures may deteriorate.

TELEFPHONLE
J18.255.0821
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To the Board of Directors
I.incoln General Hospital, Inc.

Fuston, Louigsiana

In planning and performing my audit of the financial statements and
the combining and individual fund financial statements of Lincoln
General Hospital, Inc., for the eight month pericd ended December
33, 1996, I obtained an understanding of the internal control
structure. With respect to the internal control structure, 1
obtained an understarding of the design of relevant policies and
procedures and whether they have been placed in operation, and 1
assessed control risk in order to determine my auditing procedures
for the purpose of expressing ny opinion on the financilal
statements and the combining and individual fund financial
gstatements and not to provide an opinion on the internal control
structure. Accordingly, I do not exXpress such an opinion,

My consideration of the internal contrel structure would not
necessarily disclose all matters in the internal control structure
that might be materiezl weaknesges under standards established by
the American Institute of Certified Public Accountants. A material
weakness is a condition in which the design or operation of one or
more of the internal control structure elements does not reduce to
a relatively low level the risk that errors and irregularities in
amounts that would be material in relation to the financial
statements beling audited may occur and not be detected within a
tinely period by emplcyees in the normal course of performing their
assigned functions. I noted no matters involving the internal
control structure and its operations that I consider to be material
weaknesses ag defined above.

This report 1is intended for the information of the Board of
Directors, management, and state and federal audit agencies. This
restriction is not intended to limit the distribution of +this
report, which is a matter of puklic record.

KA N
kK. E. Holladay I&I, CPA

Ruston, lLouisiana
February 20, 1997
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INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE WITH LAWS AND REGULATIONS BASED ON AN AUDIT OF
FINANCIAL Y4TATEMENTES PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS
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ROBERT E. HOLLADAY III, CPA

116 PINECREST DRIVE
RUSTON, LA 71270 .

MEMBER
AMERICAN INSTITUTE OF CFA'S TELEFHONE
SQUCIETY OF LOUISIARA CFA’S M318-255.082]

INDEPENDENT AULITOR’S REPORT ON COMPLIANCE WITH LAWS
AND REGULATIONS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCOEDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Direc:tors
Lincoln General Hospi:tal, Inc.
Ruston, Louisliana

I have audited the financial statements and the combining and
individual fund financial statements of Lincoln General Hospital,
Inc., as of and for the eight month period ended December 31, 1996,
and have issued my report thereon dated February 20, 1997.

I conducted my audit in accordance with generally accepted auditing
standarde and Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require
that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material
misstatement.

Compliance with laws, regulations and contracts, applicable 1to
Lincoln General Hospital, Inc., ig the responsibility of the
Hospital’s management. As part of obtaining reasonable assurance
about whether the financial statements are free of material
misstatement, I perforrmed tests of the Hospital’s compliance with
certain provisions of laws, regulations and contracte. However,
the objective of my audit of the financial statements was not to
provide an opinion ©a overall conmpliance with such provisions.
Accordingly, I 4o not express such an opinijion.

The results of my tests disclosed no instances of nnncnmpllance
that are regquired to be reported herein under Gaveznmgnt Auditing

Standards.

This report is intended for the information of the Board of
Directors, management, and state and federal audit agencies. This
restriction is not intended to limit the distribution of this
report, which is a matter of puklic recorad.

/()5 e
R. E. Holladay 45%52?

Ruston, Loulsiana
February 20, 1997




