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W e were engaged to audit the accom panying general purpose financial statem ents of Hospital 
Service District No. 3, Parish of Allen, State of Louisiana, Allen Parish Hospital (the "District"), a 
com ponent unit of the Arlen Parish Police Jury, as of an for the years ended June 30, 1999, 
1998 and 1997, as listed in the foregoing table of contents. These general purpose financial 
statem ents are the responsibility of the District's managem ent. 

O n three issues, we were unable to satisfy ourselves as to the effects they m ay have on the 
results of operations and the related effect upon the balance sheet. First, the receivable from a 
related party, Evangeline psychiatric Care, Inc. is in dispute. Second, we were unable to obtain 
sufficient inform ation in order to support D/S~ eS~ I&OJ.Lt~J&aL2(Z~)_IssueS required by 
Governm ental Accounting Standards Board Technical Bulletin 98-1. Third, as more fully 
described in Note 17, there is substantial doubt regarding the ability of the Hospital to continue 
as a going concern and the related effects on financial statem ents. 

Since we were unable to satisfy ourselves as to the matters discussed in the preceding 
paragraph, the scope of our work was not sufficient to enable us to express, and we do not 
express, an opinion on these general purpose financial statem ents. 

Certified Public Accountants 

Septem ber 22, 1999 



Assets 
Current assets 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Balance Sheets - Restricted and Unrestricted Funds 

June 30. 1999. 1998. and 1997 

Cash and cash equivalents 
investm ents 
Patient accounts receivable, net of estim ated 
uncollectibles (Note 4) 
Due from related party (Note 16) 
Estim ated M edicare and Medicaid program 
settlements (Note 4) 
Inventory 
Prepaid expenses 
Deposit 

Total current assets 

Property, plant and equipment, net (Note 5) 
Assets limited as to use (Note 7) 
O ther assets 

Total assets 

Liabilities and Fund Balance 
Current liabilities: 

Current maturities of long-term debt (Note 9) 
Accounts payable and accrued expenses 
Estim ated M edicare and M edicaid program 
settlements (Note 4) 

Total current liabilities 

Long-term debt, net of current maturities (Note 9) 

Total liabilities 

Fund balance: 
Unrestricted 
Tem porarily restricted 

Total fund balance 

Total liabilities and fund balance 

~999 ~998 399Z 

$ 564,075 
20,000 

419,347 
798,131 

400,923 
139,468 
17,084 

$ 1,167,672 
20,000 

543,651 
489.948 

-0- 
127,241 
24,018 
6.000 

$ 782,193 
20,000 

684,063 
245.673 

272,735 
127,629 
16,669 

_ __ & .00Q 

2~367,026_ 2.380.53Q _2,~56,962. 

935,020 
125,000 

_ ~ 66 

808,455 
125,000 

~ 694 

850,216 
125,000 

__  ~2,~2.0 

$ 65,052 
1.686.818 

~ 53~8Z(3 

~ 0A ,~ZN. 

~L(Lf6,ZS~ 

1,375,262 

_ 1~375,262, 

$ 3.432.016 

$ 44,052 
1.474.871 

534226 

1~SZ2j ~,9 

__ 23Z,Z2,6 

~ ,809,8ZZ 

1,512,802 
_ __ _  

-0- 

~ 532A02 

See accom panying notes to financial statem ents 

-2- 

$ 22,470 
1.386.775 

__  :-0- 

_ .IAO& 2~  

J  .499.Z26 

1,613,247 
_ 4 Q.62..5 

_ ],65& eZ2 

$ _&.L4.~,.g.~  



Revenue: 
Net patient service revenue 
M aintenance taxes 
Donations 
Other 

Total revenue 

Hospital Serv ice District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Statem ents of O perations - Unrestricted Fund 
Years Ended June 30, 1999. 1998 and 1997 

Expenses: 
Salaries and benefits 
Medical supplies and drugs 
Insurance 
Provision for bad debts 
Depreciation and am ortization 
Interest expense 
O ther expenses 

Total expenses 

Operating income (loss) 

Nonoperating incom e 
Interest incom e 

Excess of revenues over expenses 

399~ $998 1997 

$ 3,856,841 
82,743 

-0- 
_  246:9J~ 

$ 4,458,516 
88 
-0- 

_ ~ 7~444 

4.186,5D3. J.5,28J~SO2 _  4~ _46 J~4~ 

1,892,595 
177,249 
88,487 
245,623 
104,570 
25,859 

~ 816.176 

1,750,227 
173,830 
98,272 
751,543 
92,457 
10,678 

2.538,035 

1,765,564 
221,894 
103,812 
112,241 
91,510 
8,826 

~ .456~3Q3 

~ 3.5(].559 __ 5,435.022 _~, .760:15~ 

(164,056) (126,520) (114,102) 

__  26:516 26,075 13,229 

$~ J3Z.~ ) $.J AQe.d#4) $_ _~ IQOA Z_,I) 

See accom panying notes to financial statem ents 
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Fund balance. June 30.1996 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Statem ents of Changes in Fund Balance 
Years Ended June 30. 1999. 1998 and 1997 

Excess of revenues over expenses 
Unexpended Rural Health Care Transition G rant 

Fund balance, June 30, 1997 

Excess of revenues over expenses 
Am ounts released from restrictions 

Fund balance. June 30. 1998 

Excess of revenues over expenses 

Fund balance. June 30.1999 

LINDES~  DESEDLCZ ED 

$ 1,714,120 $ -0- 

(100,873) 
-

J&-- -0- 
.~ Z625 

1,613,247 40.625 

(100,445) 
-

0" -0- 
~ 0,62_5) 

1,512,802 -0- 

$_1.375.,262 $ -o- 

See accom panying notes to financial statem ents 
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Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Statem ents of Cash Flows - Restricted and Unrestricted Funds 

Years Ended June 30. 1999. 1998 and 1997 

Cash flows from operating activities 
Operating income (loss) 
Interest expense considered capital financing 
activity 
Adjustments to reconcile operating income to net 
cash provided by operating activities 
Depreciation and am ortization 
Provision for bad debts 
M alpractice losses 
Changes in 
Patient accounts receivable 
Due from related party 
Estim ated M edicare and Medicaid program 
settlem ents 
Inventory 
Prepaid expenses 
Accounts payable and accrued expenses 

Net cash used by operating activities 

Cash flow s from  investing activities 
Interest on investm ents 

Net cash provided by investing activities 

Cash flow s from non-capital financing activities 
Net proceeds from unexpended grant 

Net cash provided by non-capital financing 
activities 

1999 39~8 1991_ 

$ (164,056) $ (126,520) $ (114,102) 

25.859 10.678 8.826 

104,570 
245,623 

-0- 

(121,319) 
(308,183) 

(454,149) 
(12,227) 
6.934 

_  211.9dZ 

92,457 
751,543 
100,000 

(611,131) 
(244,275) 

325,961 
388 

(7,349) 
88.096 

91,510 
112,241 

-0~ 

120,508 
(232,940) 

(652) 
10,323 
1,295 

__ _.533A ~0 

__ (465,00J) _~2,79.848 ~ 28.489 

__  26.5~  26~ Z5 

_  _ A & 229 

__ 13,229 

(40,625) _40,625 

$____(49~62,5) $~ 0.62_5 

See accom panying notes to financial statem ents 
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Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Statements of Cash Flows - Restricted and Unrestdcted Funds (Continued) 

Years Ended June 30. 1999, 1998 and 1997 

Cash flows from capital and related financing 
activities 
Principal paym ents on long-term debt 
Interest expense on long-term debt 
Acquisition of capital assets 
Proceeds from certificates of indebtedness 

1999 1998 199Z 

(60,114) 
(25,859) 
(79,139) 

$ (22,171) 
(10,678) 
(46,970) 

_ ~ OO,gO0 

(23,500) 
(8,826) 
(2,264) 

Net cash used by capital and related financing 
activities J .36.5..112 ) 20.181 ~ 0) 

Net increase (decrease) in ca sh and cash 
equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

(603,597) 385,479 547,753 

d ~167~6Z2 

$.~ .&6_4.,g~  

_ _  Z62./93 

$ ../.3_6_7_J~.Z $___.Z.~.?.J~  

The Hospital entered into various capital lease obligations for $148,270 and $84,650 in 1999 and 1998 
respectively. 

See accom panying notes to financial statem ents 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999. 1998 and 1997 

N O TF 1 - O R G A N I7ATIC)N AN D C)PFRATI(hN~ 

Legal O rgan+izatiol] 

The Alien Parish Hospital Service District No. 3 (the "Hospital" or the "District") was created by an 
ordinance of the Allen Parish Police Jury. 

The Hospital is a political subdivision of the Alien Parish Police Jury whose jurors are elected officials. 
The Hospital's com m issioners are appointed by the Allen Parish Police Jury . As the governing authority 
of the Parish, for reporting purposes, the Allen Parish Police Jury is the financial reporting entity for the 
Hospital. Accordingly, the Hospital was determ ined to be a com ponent unit of the Allen Parish Police 
Jury based on statem ent No. 14 of the National Com m ittee on Governm ental Accounting. The 
acce m panying financial statem ents present inform ation only on the funds m aintained by the 
governm ental services provided by that governm ental unit or the other governm ental units that com prise 
the financial reporting entity. 

Natu~e_oIBu~'me, ss 

The District provides outpatient, skilled nursing (through "swing-beds"), acute inpatient and psychiatric 
hospital serv ices. The District began offering hom e health services during the year ended June 30, 
1996+ 

14ospita[J_a~ | 

The land on which the Hospital was built was donated by Powell Lum ber Com pany to Allen Parish 
Hospital Serv ice District No. 3. The donation was made with the restriction that the land is to be used 
prim arily as a site for a public hospital and should the donee or their successors or assignees fail to use 
the land for a public hospital, the title shall revert to Powell Lum ber Com pany. 

NC)TF ? - SUM M ARY C)F ,c;I~ N IFIC, ANT A(':,C:O I INTIN~ P~ I IC:,IF,(q 

F_.~ erpds,e_lEuacl 

Enterprise funds are used to account for operations that are financed and operated in a m anner sim ilar 

to private business enterprises - where the intent of the governing body is that the costs (expenses, 
including depreciation) of providing goods or services to the general public on a continuing basis be 
financed or recovered prim arily through user charges. 

-7- 



NC}TF ? - ~IIM M ARY O F 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999. 1998 and 1997 

The Hospital uses the accrual m ethod of accounting. Revenue is recorded when earned and expenses 
are recorded when incurred. Hospital accountin0and reporting procedures also conform to the 
requirem ents of Louisiana Revised Statute 24:514 and to the guide set forth in the Louisiana 
Governm ental Audit G uide. the AICPA Audit and Accountine G uide - 
published by the Am erican Institute of Certified Public Accountants, and standards set by the 
Governmental Accounting Standards Board (GASB), which is the accepted standard-setting body for 
establishing governm ental accounting and financial reporting principles. 

Net P~ti~.nt ~~.rvi~.~_ RAv~nII~.. 

Net patient service revenue is reported at the estim ated net realizable am ounts from patients, third-party 
payors and others for services rendered, including estimated retroactive adjustments under 
reimbursement agreements with third-party payors. Retroactive adjustments are accrued on an 
estimated basis in the period the related services are rendered and adjusted in future 
periods as finar settlem ents are determ ined. 

Cash and cash equivalents consist prim arily of deposits in checking, m oney m arket accounts and 
certificates of deposit w ith original m aturities of 90 days or less. Certificates of deposit with original 
m aturities of m ore than 90 days are classified as investm ents. Cash and cash equivalents are stated at 
cost, which approxim ates m arket value. The caption "cash and cash equivalents" does not include 
am ounts w hose use is lim ited or tem porary cash investm ents. 

The District provides m edical care prim arily to Allen Parish residents and grants credit to patients 
substantially all of whom are local residents. 

The Hospital's estim ate of collectibility is based on evaluation of historical collections com pared to gross 
charges and an analysis of aged accounts receivable to establish an allowance for uncollectible 
accounts. 

The Hospital has an econom ic dependence on a sm all num ber of staff physicians who adm it over 90% 
of the hospital's patients. 

-8 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999. 1998 and 1997 

Contractual agreem ents with governm ental agencies provide for reim bursem ent based on a fixed price 
per patient stay based upon the patient's prim ary diagnosis for M edicare inpatient serv ices and on a 
fixed price per patient day for Medicaid inpatient services. M edicare and Medicaid outpatient and hom e 
health services are reimbursed based upon the lesser of reasonable cost (subject to certain limits) or 
charges to patients. These reimbursements are subject to audit and retroactive adjustments by each 
payor. 

~ ye, ato~  

nventories are stated at the lower of cost, determ ined by the first-in, first-out m ethod, or m arket basis 

Lrtco m e T~3xe~s 

The entity is a political subdivision and exem pt from taxation 

Property, plant and equipm ent is recorded at cost for purchased assets or at fair m arket value on the 
date of any donation. The Hospital uses straight-line depreciation for financial reporting and third party 
reim bursem ent. The following estim ated useful lives are generally used. 

Buildings 
M achinery and Equipm ent 
Furniture and Fixtures 

12 to 40 years 
3 to 20 years 
3 to 20 years 

Expenditures for additions, major renewals and betterments are capitalized and expenditures for 
m aintenance and repairs are charged to operations as incurred. 

The cost of assets retired or otherw ise disposed of and related accum ulated depreciation are elim inated 
from the accounts in the year of disposal. Gains or losses resulting from property disposals are credited 
or charged to operations currently. 

The classification of certain prior year am ounts have been changed to reflect consistent reporting when 
com pared to current year balances. The financial statem ent form at has been changed to reflect 
changes in the &LCE'AA ud.Eand~&ccountirZgJSuLde -J dealth Care OrganizatioJls. issued May 1, 1998 

-9- 



NC)TF 3 - N F:PC)~1T.q 

Hospital Service District No. 3 
O f the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30, 1999, 1998 and 1997 

Included in cash and cash equivalents, investm ents and assets w hose use is lim ited are cash on hand 
deposits with the depository banks for m oney m arket accounts, checking accounts and certificates of 
deposit. For all deposits, the market value and carrying value are the sam e. The deposits are insured 
by the FDIC and collateral herd by the pledging financial institution's trust departm ents in the District's 
nam e, 

NC)TF 4 - A (;Q C)tJNT~ R I=C EIVARI E 

A sum m ary of accounts receivable is presented below: 

Net patient accounts receivable 
O ther receivables 

Estim ated uncollectibles 

Total 

J999 J996 1997 

$ 563.345 $ 774,696 $ 896,429 
_ _  3.509 

566.854 

(147,50Z) 

$~  

_  4,69Z 
779.593 

~ 5.942) 

$._..5_4.~ ;S5/ 

899.593 

(21 r~53~)) 

$..__6_~4.063 

The Hospital generated a substantial portion of its charges from Medicare and Medicaid program s at 
discounted rates. The following is a sum m ary of gross M edicare and Medicaid patient charges: 

M edicare patients 
M edicaid patients 

Total 

Percent of all patients 

3_999 _1_996 J99Z 

$ 2,533,652 
_3~935.60Q 

$~  

73~/. 

$ 4,114,686 
~Z.299.925 

$.% ~  

78% 

$ 3,922,748 
_ J.605./62 

$.~5..,t2Z .&3 Q 

Medicaid disproportionate share payments in the amount of $290,199, $176,562, and $92,598 have 
been included in net revenues for the periods ended June 30, 1999, 1998 and 1997, respectively. 
Calculations are based upon oral interpretations by Louisiana Medicaid officials of existing Medicaid 
regulations. Final interpretations and audit determ inations could result in changes. 

-10- 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999. 1998 and 1997 

NQ TE S -PRQ PFRTY P|ANT AN D FQ [JIPM ENT 

The following is a sum m ary of property, plant and equipm ent and related accum ulated depreciation for 
the year ended June 30, 1999. 

Land 
Land im provem ents 
Buildings 
Fixed equipm ent 
Major movahle equipment 
Construction in progress 

Tota 

Land im provem ents 
Buildings 
Fixed equipm ent 

Major movable equipment 

Tota 

June 30 
JL9~8 

$ 19,550 
29,002 

1,300,233 
58,519 

1,101,972 
_  __ 5238 

ASSET C~  

Add it Lo_&.~ 13.e~  

$ -0- $ -0- 
1,615 -0- 

82,487 -0- 
-0- -0- 

149,045 -0- 
__

-~ - ____ 5.73.3~ 

June 30 
1999 

$~  $._..~33.14Z $ 5.738 $_2.~.g:2.,.~  

AC C U M U L ATJEDJ3F_.PJ:{EC/ATION 
June 30, 
1998 Additions Deductions 

$ 838 $ 
35,407 
2,670 

_ __ 63+929 

-0- 
-0- 
-0- 

June 30 
:1999 

The following is a sum m ary of property, plant and equipm ent and related accum ulated depreciation for 
the year ended June 30, 1998. 

Land 
Land im provem ents 
Buildings 
Fixed equipm ent 

Major movable equipment 
Construction in progress 

Total 

June 30 
1997 

~ T 

AdditioJ:ts. ~eductiols 

$ -0- $ -0- 
-0- -0- 
-0- -0- 
-0- -0- 

41.232 -0- 
5.738 

June 30 
El_99& 

- 11- 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999. 1998 and 1997 

Land im provem ents 
Buildings 
Fixed equipm ent 
Major movable equipment 

Tota 

AC.Q U M IJI ATFI-) r31:PR F~ IATIO N 

June 30, 
J~gz AddifioJ~  

$ 25,558 
679,890 
38,897 

_ _  873.483 

$ 1,926 
33,388 
2,670 
51.647 

DAd u ct ioL'[$ 

$ -0- 
-0- 
-0- 

June 30 
]998 

The ~ llowing is a sum m a~  ofpropedy, plantand equipm entand related accum ulated depreciation ~ r 
the year ended June 30,1997. 

Land 
Land im provem ents 
Buildings 
Fixed equipm ent 
Major movable equipment 

Tota 

Land im provem ents 
Buildings 
Fixed equipm ent 
Major movable equipment 

Tota 

June 30 
_1996 

$ 19,550 
29,002 

1,300,233 
58,519 

_  ~Z3~826 

ASSET C~Z)JS]Z 

Deductions 

$ -o- $ -0- 
-0- -0- 
-o- -o- 
-0- -0- 

__ .6~~914 J -- - 

June 30 
1L9,9~  

Ar.Q llM t! ATFD D FPR Fr.IATIO N 

June 30, 
A9_96_ Additions 

$ 1,573 
33,388 
2,670 

__ 50.153 

DeductioJ~s 

$ -O- 
-O- 
-O- 

June 30 
J 99Z  

$ 25,558 
679,890 
38,897 

$~  $ 87.784 $~  $.jS 17.82~ 

- 12- 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30, 1999, 1998 and 1997 

A sum m ary of assets held under capital leases, which are included in property, plant and equipm ent, at 
June 30 follows: 

Equipm ent 
Accum ulated depreciation 

Tota 

NO TE 6 - C)R ~ A N I?ATIO NA I C'.O ~TS 

19~9 19~8 Jg~~ 

$ 271,603 
~ Z2J26) 

$ 123,333 
_ _ (39~673) 

$ 128,433 
~ 21,379) 

O rganizational costs represent expenditures, less am ortization, related to the start-up of the 
hom e health services. Straight-line am ortization over 60 m onths began in Novem ber 1995, upon 
inception of the new serv ices. 

N O TF 7 - A ~ ~F'I'~ I li'~ l'l-FI-) A ~ TO  II~ F 

Assets w hose use is lim ited that are required for obligations classified as current liabilities are reported 
in current assets. The com position of assets whose use is lim ited is sum m arized in the following table 
Investm ents are stated at cost that approxim ates m arket. 

1999 1998 /9~Z 

Under m alpractice funding arrangem ent - 
held by trustee: 
Certificates of deposit $ 125.00Q $__ /125.000 $ 125~  

NO TF ,R - AC:.C'.R IIFf3 FXPFN ~F~ 

A sum m ary of accrued expenses follows 

Salaries 
Payroll taxes 
O ther 

Tota 

- 13- 

1999 ~  3997 

$ 73,346 
611 
44_.4 

$ 72,516 
2,503 

__ _  320 

$ 64,675 
846 

__ _ 2~4 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999. 1998 and 1997 

ELO~J~.~  -_ J_OJ'J G - T E R M DEBT 

A sum m ary of long-term debt, including capital lease obligations, at June 30, 1999, 1998 and 1997 
follows: 

~L9~9 ~&98 L99Z 
5.05 percent Certificates of Indebtedness, Series 
1998, due M arch 1, 2007, collateralized by a 
pledge of tax revenues $ 91,000 $ 100,000 $ -0- 

9.00 percent note payable due Septem ber 30 
2011, unsecured 

Total long-term debt 

Less current m aturities of long-term debl 

Long-term debt, net of current m aturities 

Capital lease obligations, at vary ing rates of 
im puted interest from 9.25 percent to 24.60 
percent collateralized by leased equipm ent with a 
book value of $89,684 at June 30, 1998 

Less current portion of capital lease obligations 

Capital lease obligations, excluding current portion 

- 14- 

89,209 

180,209 

13.139 

$._3.6ZJZT~ 

$ 189,727 

_ ~ 5% 933 

$=~ L3Z% 1A 

__  100.0.QQ 

200,000 

20.122 

$~  

L __ J -- 

-0- 

$~  

39_,96 J99~7 

$ 81,780 

$__ 57~85~ 

$ 103,951 

__ 22.470 

$L ~8~.L48 t 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999. 1998 and 1997 

BLO'[E=9~- J.OELG-~JF_i~J~ DEBT (CQntinued) 

Scheduled principal repaym ents on long-term and paym ents on capital obligations for the next five years 
are as follows: 

Year Ending 
_ _ Juar, A O 

2000 
2001 
2002 
2003 
2004 

Thereafter 

Long-Term 
_ __ De.,bL _ _  

$ 13,139 
14,527 
14,952 
16,417 
17,925 

~tg32.A9 
$_.1.&g,2~  

Less am ount representing interest on capital lease obligations 

Tota 

Capital Lease 

~ os_ 

$ 70,240 
64,733 
43,433 
36,712 
15,556 

-0- 
230.674 

_~ J3,gA 7 

$.]..6.9.727 

The assets and liabilities under capital leases are recorded at ti~.e fair value of the asset. The assets are 
depreciated over their estim ated productive lives. Depreciation of assets under capital leases is 
included in depreciation expense. 

N O TF 11"1 - C)PFRATIN G I FASES 

Leases that do not m eet the criteria for capitalization are classified as operating leases w ith related 
rental charged to operations as incurred. The following is a schedule by year of future m inim um lease 
paym ents under operating leases as of June 30, 1998, that have initial or rem aining lease term s in 
excess of one year. 

2000 

Total m inim um lease paym ents 

N,q TF 11 - O..C~M PFN .~ATFf3 AR,'~FN O, F~ 

$ 15,430 

Em ployees of the Hospital are entitled to paid days off and sick days depending on length of serv ice. 
The Hospital charged operations for accrued paid days off and vested sick pay of $34,964, $33,912 and 
$39,555 in 1999, 1998 and 1997, respectively. It is impracticable to estimate the amount of 
com pensation for future unvested sick pay and, accordingly, no liability has been recorded in the 
accom panying financial statem ents. The Hospital's policy is to recognize the cost of unvested sick pay 
when actually paid to em ployees. 

- 15- 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30. 1999, 1998 and 1997 

The District participates in the Louisiana Patient's Com pensation Fund established by the State of 
Louisiana to provide m edical professional liability coverage to healthcare providers. The fund provides 
for $400,000 in coverage per occurrence above the first $100,000 per occurrence for which the District 
is at risk. The fund places no lim itation on the num ber of occurrences covered. In connection with the 

establishment of the Patient's Compensation Fund ("PCF"), the State of Louisiana enacted legislation 
limiting the amount of healthcare provider settlement for professional liability to $100,000 per occurrence 
and lim ited the PCF's exposure to $400,000 per occurrence. 

The District has acquired additional coverage for professional m edical m alpractice liability through a 
private insurance carrier by purchasing a claim s-m ade policy. 

NO T,= 13 - CO NTING ENC IES 

The District evaluates contingencies based upon the best available evidence. The District believes that 
no allowances for loss contingencies are considered necessary. To the extent that resolution of 
contingencies result in am ounts which vary from the District's estimates, future earnings will be charged 
or credited. 

The principal contingencies are described below: 

Governmental Third Party Reimbursement Programs (Note 4) - The District is contingently liable 
for retroactive adjustments made by the Medicare and Medicaid programs as the result of their 
exam inations as well as retroactive changes in interpretations applying statutes, regulations and 
general instructions of those program s. Of particular significance are large M edicaid 
disproportionate payments which have been received, but are subject to change based upon audit 
results and regulatory interpretations. The amount of such adjustments cannot be determined. 

Further, in order to continue receiving reim bursem ent from the M edicare program s, the District 
entered into an agreem ent with a governm ent agent allowing the agent access to the District 
M edicare patient m edical records for purposes of m aking m edical necessity and appropriate level 
of care determ ination. The agent has the ability to deny reim bursem ent for M edicare patient 
claim s which have already been paid to the District. 

Professional Liability Risk (Note 12) - The District is contingently liable for losses from professional 
liability not underw ritten by the Louisiana Patient's Com pensation Fund. 

Litigation and Other M atters - Various claim s in the ordinary course of business are pending 
against the District. In the opinion of m anagem ent and counsel, insurance is sufficient to cover 
adverse legal determ inations in those cases where a liability can be m easured. 

- 16- 
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Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30, 1999, 1998 and 1997 

The District m aintains records to identify and m onitor the level of charity care it provides. These records 
include the am ount of charges foregone for services and supplies furnished under its charity care policy, 
the estim ated cost of those services and supplies and equivalent service statistics. The following 
inform ation measures the level of charity care provided. 

Charges foregone, based on established rates 

Estim ated costs and expenses incurred to provide 
charity care 
Equivalent percentage of charity care patients to 
all patients serv ed 

NC)TF 15 - ~ RA NT~ 

1999 

$_..___ ._.~  

$ -Q- 

J99~ 

$..____ :~  

3997 

$______:~- 

The District received a federal grant for $50,000 commencing September 1996 and ending September 
i~97. The grant was for the Partial Hospitalization Program . 

On April 1, 1995, the District entered into a joint venture with Evangeline Psychiatric Care, Inc. (EPC). 
As an equity interest, the District contributed the use of all of its assets and related liabilities as of March 
31, 1995. EPC agreed to establish a line of credit for $375,000 for its equity interest in the joint venture. 
The net profits and losses will be split 60/40 to EPC and the District, respectively. 

The Hospital had the following transactions and balances with EPC 

Beginning amount due from (to) EPC 

EPC's 60% share of (profits) or losses 

1999 

$ 489,948 

206.309 

1998 

$ 245,673 

/99.7 

$ 12,733 

150.665 151,309 

Direct expenses incurred by EPC and payable by 
the District (138,126) (156,390) (158,369) 

Paym ents by the District to EPC 

Ending amount due from (to) EPC 

-17- 

$~  

_ ~ .5Q,9~~) 

$.~ L~.,~J~ 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Notes to Financial Statem ents 

Years Ended June 30, 1999, 1998 and 1997 

N O TF 17 - ~ (blNl~ r, O N (",,FR N 

There are conditions or events that, when considered in the aggregate, indicate there could be 
substantial doubt about the District's ability to continue as a going concern for a reasonable period of 
time. These conditions or events include, but are not limited to the following: (1) losses from operations 
of $137,540, $126,520 and $114,102 in 1999, 1998 and 1997 respectively (2) low patient utilization of 
the Hospital (3) future possible reductions in Medicare reimbursement due to the Balanced Budget Act 
of 1997 and (4) excess denials of claims by Medicare and Medicaid intermediaries. 

M anagem ent's plans for dealing with the adverse effects of the conditions or events identified in the 
previous paragraph include, but are not lim ited to, the continued efforts to attract physicians to increase 
patient utilization of the hospital, expansion of the healthcare serv ices, such as an outpatient 
rehabilitation program , wound m anagem ent care and various procedures, and increased efforts to 
obtain grants for current and new program s. 

- 18- 
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Routine services 
Adult and pediatric 
Psychiatric 
Sw ing-bed 

Total routine serv ices 

Other professional serv ices 
Radiology 
Nuclear m edicine 
Laboratory 
Blood 
Respiratory therapy 
Electrocardiology 
Central supply 
Intravenous therapy 
Pharm acy 
Partial day psychiatric 
Em ergency room 
Em ergency room physician 
Hyperbaric 
O bserv ation room 
Contract physician 
Hom e health visits 

Hospital Serv ice District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Net Patient Serv ice Revenue 

Years Ended June 30, 1999, 1998 and 1997 

Kid re ed 

Total other professional services 

G ross patient service revenues 

Contractual adjustments 
M edicaid disproportionate share paym ents 
Discounts 

Total deductions from revenue 

Net patient serv ice revenue 

-20- 

134,850 
3,156,549 

124.925 173.665 
3,422.047 

_ 6.8_85 
2,689,239 

__  ~1.755 

__ 3,2954969 ~ 53.857 ~2.8&4~659 

188,393 
136,112 
499,998 
5,008 
55,902 
65,140 
158,230 
60.050 
497,493 
614.227 

-0- 
-0- 

52,350 
8,620 

189,954 
330,040 

__ 2.A O~ 

_ 2L8~3.920 

~ ..:159~ 69 

2.513,064 

(290,199) 
&Q j 83 

$..~  

268,797 
25,551 
676,999 
17,933 
51,644 
58,580 
229,903 
58.550 
388,463 

1,257.299 
-0- 
-0- 
-0- 

4,230 
216,063 

1,408,200 
__ _ ~3~6EZ 

4~665,669 

_ ~ 219.746 

3,372,198 
(176,562) 

_ _  _62~542 

~3jLS~ J~ 

$~  

289,661 
28,019 
597,775 
15.288 
73.246 
64,640 
259,700 
64,270 
301,612 
437.139 
5,400 
5,700 

-0- 
11,510 
341,959 

1,631.080 
__ 1.6~5 

_ 4.128.68# 

~ 6.993,343 

2,594,307 
(92,596) 
33.~1~ 

_ 2,534,82~ 



M eals 

Hospital Service District No. 3 
Of the Parish of Allen. State of Louisiana 

Allen Parish Hospital 
O ther O perating Revenue 

Years Ended June 30, 1999. 1998 and 1997 

M edical records transcript fees 
M iscellaneous rental 
Related party 60% loss (income) share 
Supplies sold to em ployees 
Drugs sold to em ployees 
Other income 

Total other operating revenue 

-21- 

J999 J_998 :1.9~9Z 

$ 8,709 
1,646 
10.255 

206,309 
-0- 
5O 

7,648 $ 
2,198 
7,800 

150,665 
-0- 
701 

9,606 
2,409 
7,800 

151,309 
364 
844 

-- ~  __  73.1Z5 _  15.1A2 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Schedule of O perating Expenses - Salaries and Benefits 

Years Ended June 30, 1999, 1998 and 1997 

Adm inistration 
Ptant operations and m aintenance 
Housekeeping 
Dietary and cafeteria 
Central supply 
Pharm acy 
M edical records 
Nursing services, acute care 
Psychiatric unit 
Radiology 
Laboratory 
Partial day psychiatric 
Hom e health 
Contract physician 

Total salaries 

Payroll taxes 

Tota~ salaries and benefits 

-22- 

1999 3998 J99Z 

171,546 $ 179,691 
49,557 
38,763 
85,574 
8,856 
14,052 
29,O93 
254,985 
539,552 
63,641 

-0- 
74,795 
199,610 

_ J~764,712 

~ 7.883 

$ 1.892.595 

50,001 
36,420 
77,835 
13,507 
11,728 
30,826 
231,770 
561,319 
57,458 

-0- 
86,979 
71,405 

_ 220.469 

_A ,629A 0~ 

~ 20.819 

$__t,Z.,592.~  

$ 181,212 
51,034 
35,965 
77,531 
16,846 
11,143 
33,200 
275,028 
591,811 
59,509 
23,424 
43,067 

-0- 
_ ~ _~2L42.399 

1,642,369 

123,39~5 

$ 1.76_5.56~ 



 

Hospital Service District No. 3 
Of the Parish of Allen, State of Louisiana 

Allen Parish Hospital 
Schedule of O perating Expenses - Other Expenses 

Years Ended June 30, 1999, 1998 and 1997 

Professional fees 
M anagem ent fees 
M iscellaneous serv ice fees 
Legal and accounting 
Supplies 
Repairs and m aintenance 
Telephone 
Utilities 
Travel 
Rentals 
Dues and subscriptions 
Governing board 
M iscellaneous 

Total other expenses 

-23- 

3999 19~6 199Z 

$ 464,394 
513,014 
52,657 
73,496 
325,717 
41,713 
55,162 
67,637 
59,170 
78,315 
29,387 
1,480 

$ 1,243,934 
401,318 
44,559 
71,267 
334,051 
36,227 
56,147 
65,254 
53,811 
76,941 
16,131 
1,920 

~ 2L6A 55 

$ 1,419,202 
302,293 
30,567 
77,176 
334,358 
34,343 
53,925 
70,587 
32,146 
69,207 
14,216 
2,280 

__ _ _ 16~Q03 

$ 1.816.1~  $_.~  $ 2.A56.303 



Board M em bers 

M r 
M r 
M r 
M r 
M r 
M r 
M r 

E. O . Alexander 
Jim m y Savoie 
Cecil Ashford 
Johnny Savant 
Charles Buck 
Danny Taylor 
Alvin Klein 

Tota 

Hospital Service District No. 3 
Of the Parish of Allen. State of Louisiana 

Allen Parish Hospital 
Schedule of Per Diem and 

O ther Com pensation Paid to Board M em bers 
Years Ended June 30. 1999, 1998 and 1997 

-24- 

1999 399~ Jg~Z 

$ 36O 
360 
360 
N/A 
40 
-0- 
-J]:- 

36O 
32O 
360 
280 
200 
-0- 

440 
320 
360 
320 
40 
-0- 

_  
-0- __  3_60 



Bobby O. Lester, CPA 
John S. W eBs, CPA 
Robert G. M iller, CPA 
Paul A. Delaney. CPA 

Paul G. M athews, CPA 
M elanie I. Sarver, CPA 

LESTER , M ILLER  & W ELLS 
A CORPORATION  OF CERTIFIED PUBLIC ACCOUNTANTS 

3600 BAYOU RAPIDES ROAD 

ALEXANDRIA, LOUISIANA 71303 

Telephone (318) 48%1450 

Facsimile (318) 445-1184 

M embers 

American Institute of CPA's 
Society of Louisiana CPA's 

M ailing Address: 
P.O, Box 8758 

Alexandria, LA 71306-1758 

I:~FPO RT O N C O M PI lAN CE AN[') O N INTER NAl C O NTRO l O V FR FIN AN CIAL 
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Board of Conqm issioners 
Hospital Service District No. 3 
Parish of Allen, State of Louisiana 
Kinder. Louisiana 

W e were engaged to audit the general purpose financial statem ents of the Allen parish Hospital Serv ice 
District No. 3 (the "District"), as of and for the years ended June 30, 1999, 1998 and 1997, and we were 
not able to express, and do not express an opinion. 

Com pliaace 

As part of obtaining reasonable assurance about whether the District's genera! purpose financial 
statem ents are free of m aterial m isstatem ent, we perform ed tests of its com pliance with certain 
provisions of laws, regulations, contracts and grants, noncom pliance with which could have a direct and 
m aterial effect on the determ ination of financial statem ent 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 test disclosed no instances of noncom pliance that are required to be 
reported under Governm ent Auditing Standards. 

lat 

In planning and perform ing our audit, we considered the District's internal control over financial reporting 
in order to determ ine our auditing procedures for the purpose of expressing our opinion on the general 
purpose financial statem ents and not to provide assurance On the internal control over financial 
reporting. O ur consideration of the internal control over financial reporting would not necessarily 
disclose all m atters in the internal control over financial reporting that m ight be material weaknesses. A 
m aterial weakness is a condition in which the design or operation of one or more of the internal control 
com ponents does not reduce to a relatively low level the risk that m isstatements in amounts that would 
be m aterial in relation to the general purpose financial statem ents being audited m ay occur and not be 
detected within a tim ely period by em ployees in the norm al course of perform ing their assigned 
functions. W e noted no m atters involving the internal control over financial reporting and its operation 
that we consider to be m aterial weaknesses. However, we noted other m atters involving the internal 
control over financial reporting that we have reported to managem ent of the District, in a separate letter 
dated Septem ber 22, 1999. 



Board of Com m issioners 
Hospital Service District No. 3 
Parish of Allen, State of Louisiana 
Page Two 

This report is intended for the inform ation of the Board of Com m issioners, m anagem ent and the office of 
the Legislative Auditor of the State of Louisiana. However, this report is a m atter of public record and its 
distribution is not lim ited. 

Certified Public Accountants 

Septem ber 22, 1999 

LESTER, M ILLER & W ELLS 
A CORPORATION OF CER77FIED PUBLIC ACCOUNTANT~ 
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Allen Parish Hospital 
Auditors' Com m ents and Recom m endations 

Year ended June 30, 1999 

EJo.dJng: Over half of the Medicare partial day psychiatric claims filed as of year end have been 
denied by the M edicare interm ediary. 

l~ ~om rne, ndation: W e recom m end the District establish an effective utilization review to reduce 
future denials. W e also recom m end contacting legal counsel about m anagem ent com pany 
services and the partial day psychiatric program operation. 

[~#_,sp~nse: Consultants have been hired to establish an effective utilization program for the partia 
day program . The hospital has notified the managem ent com pany of intent to explore options in 
the contract regarding denials. 

ResoJutJo~: This m atter has been resolved 

Ei~ : For the past two years we have recommended the appeal of Medicaid denied claims 
based on m edical inappropriateness. W e have also recom m ended establishing an effective 
utilization review to reduce future claim s from becom ing denied. The District is still experiencing a 
m aterial num ber of claim s being denied based on m edical inappropriateness. 

E{ecom m endation: W e recom m end continued efforts on the appeals and establishing an effective 
utilization review . 

}?,P_,~l&ons~: The facility's attorney is pursuing the appeals process regarding denied claim s. 
Facility em ployees have been trained on m ore effective utilization review and w ill continue to 
follow the appropriate procedures for the review and appeal process. 

l?~es_oJutiou: This m atter has been partially resolved. The denied claim s have been appealed and 
collected. The Hospital is still incurring a huge amount of denied M edicaid claim s. 
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Allen Parish Hospital 
Auditors' Comments and Recommendations (Continued) 

Year Ended June 30. 1999 

EJl3dJng: During our test of expenses, we requested various contracts in which management was 
unable to provide. 

Re_com m endation: W e recom m end that m anagem ent review all contracts to insure that the 
am ounts paid by the District agree with the contractual term s. 

l?~,spons~: The District is working to obtain current copies of all existing contracts 

Resolution: This m atter has been resolved 

F_~ tc[iE~g: M edicare and Medicaid denied charges are listed as covered charges on the District's 
logs which are used in accum ulating data for M edicare and M edicaid cost reporting. 

~ m eadalJoa: W e recom m end the District report denied charges as noncovered charges by 
departm ent on the logs. 

~ sj:zoJ'[se: Facility em ployees have been instructed to report denied (;harges as noncovered 
charges on the logs. 

~ soJutEoJ3: This m atter has not been resolved 

Finding: The District is making excessive payments to Evangeline Psychiatric Care, Inc. ("EPC") 
based on the joint venture agreement as presented in Note 16. 

~ cLom m e~ at[oJ3: W e recom m end the District decrease paym ents to EPC to agree with the 
history of direct expenses incurred by EPC and collect the am ount due to the District and/or re- 
negotiate the terms of the joint venture. 

I~ S~: Due to unresolved issues in the joint venture agreement, management will negotiate 
an addendum to the agreem ent between the tw o parties. 

]~__,soJut]~ : This m atter has not been resolved 
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Allen Parish Hospital 
Auditors' Com m ents and Recom m endations 

Year Ended June 30, 1999 

E~ding: Allen Parish Hospital reim burses Evangeline Psychiatric Care, Inc. for the adm inistrator's 
salary. The agreem ent to reim burse the adm inistrator's salary  did not specify any tim e keeping 
requirem ents. 

Re~ m mendation: W e recommend that time records be maintained to support the expenditure 

Respond : An activity log will be m aintained 

~ : The District entered into a capital lease agreement without obtaining either a non- 
appropriation clause or State Bond Com m ission approval. 

Recom mendation: W e recom mend obtaining a non-appropriation clause on all new capital lease 
agreem ents or State Bond Com m ission approval. 

E~ spons~: Managem ent will obtain a non-appropriation clause for the capital lease agreement 
and m onitor new agreem ents to ensure the clause is present. 

EJ[qding: M edica re requires vendor payables to be liquidated within one year of the balance sheet 
date, unless the provider can obtain an exception from the interm ediary. During the year ended 
June 30, 1999, we noticed that the District has delayed paym ents to som e vendor accounts. 

Recom m endation: W e recom m end paying vendors tim ely or obtain a written exception for 
payables that cannot be paid within one year of the balance sheet date. 

Resp~:~3se: The balances owed to vendors are being negotiated for tim ely settlem ent. 

Finding: As m ore fully described in Note 17 of the financial statem ents, there is substantial doubt 
regarding the ability of the hospital to continue as a going concern. 

~ c,~J3~aP.~ daJJ~3: W e recom m end continued efforts 
expanding services that contribute to a profit m argin 
reductions in cost. 

n increasing patient utilization and 
If this is not obtainable, we suggest further 

Response: M anagem ent will continue its efforts to attract physicians to increase patient utilization 
of the Hospital, expansion of healthcare serv ices and increased efforts to obtain grants. 


