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Hospital Service District No. 1
Of the Parish of Franklin, State of Louisiana
Franklin Medical Center

Management’s Discussion and Analysis

This section of the annual financial report for Hospital Service District No. 1 of Franklin Parish, State of
Louisiana d/b/a Franklin Medical Center (the “Medical Center”) provides background information and
management’s analysis of the Medical Center’s financial performance for the fiscal years that ended April 30,
2019, 2018, and 2017. Please read it in conjunction with the financial statements beginning on page 4 and
notes to the financial statements beginning on page 8 in this report.

Financial Highlights

Current assets increased by $1,038,901 or 15.6% for the year ending April 30, 2019 due to an increase in cash
and short-term investments.

Current liabilities decreased 15.2% to $4,174,756, due to a decrease in accounts payable. Long-term debt
decreased by $292,071 or 5.3% in FY 2019 to $5,201,209 due to payments on long-term debt and only one (1)
addition to capital leases compared to FY 2018 where the Medical Center added $404,492 to the revenue
bonds and added three capital leases.

The net position increased by $1,077,995, 13.8%, which is the excess of revenues over expenses for the year
ending April 30, 2019. Net position as of April 30, 2019 was $8,898,225, up from $7,820,230 as of April 30,
2018.

Net patient revenue for FY 2019 increased by $734,453 or 2.59%, from $28,380,193 in FY 2018 due to an
increase of inpatient days and addition of outpatient physical therapy services. Overall patient days increased
by 110 days to 3,767 for the year ending April 30, 2019. While outpatient service revenues did increase in the
current year, total contractual allowance adjustments increased and charity care/policy discounts decreased.

Expenses for the year ending April 30, 2019 increased by $779,378 or 2.48%. Total expenses for the year
ending April 30, 2019 were $32,183,014, up from $31,403,636 as of April 30, 2018. The increase was related
to increases in 340B drug cost and professional fees for Physical Therapy and Ortho Clinic.

Using this Annual Report

The Medical Center’s financial statements consist of three statements: a statement of net position, a statement
of revenues, expenses, and changes in net position, and a statement of cash flows. These statements provide
information about the Medical Center’s activities including resources held by the Medical Center.

The Statement of Net Position and Statement of Revenues, Expenses and Changes in Net Position

Both statements report information about the Medical Center’s resources and its activities that describe the
financial results of the fiscal year and the Medical Center’s financial position as of the end of the year. They
report the Medical Center’s net position and changes in them.

Net position is the difference between assets and liabilities. Over time, increases or decreases in the Medical
Center’s net position is one indicator of whether its financial health is improving or deteriorating. You will need
to consider other nonfinancial factors, however, such as changes in the Medical Center’s patient base,
measure of the quality of services provided, and local, state, and federal economic factors to assess the overall
health of Franklin Medical Center.



Hospital Service District No. 1
Of the Parish of Franklin, State of Louisiana
Franklin Medical Center

Management’s Discussion and Analysis (continued)

Using this Annual Report (Continued)
The Statement of Cash Flows

The statement reports cash receipts, cash payments, and net changes in cash resulting from operating,
investing and capital and non-capital financing activities. It describes sources of cash, uses of cash, and the
change in cash balance during the fiscal year.

Franklin Medical Center’s Net Position

The Medical Center’s net position is the difference between assets and liabilities reported in the balance sheet.
As discussed under the financial highlights section, the Medical Center’s net position (inclusive of donated
assets) increased by $1,077,995. The financial highlights section also discusses the changes in assets and
liabilities as are shown in the following table.

TABLE 1
Condensed Statements of Net Position
Years Ended

April 30,
2019 2018 2017 2016
Total current assets $ 7,707,939 $ 6,669,038 $ 5,032,691 $ 5,594,657
Nondepreciable capital assets 753,000 657,500 4,982,288 4,303,935
Depreciable capital assets, net 9,096,767 9,935,536 6,027,192 3,539,729
Limited use assets 583,201 816,375 812,635 810,194
Other non-current assets 133,283 158,869 228,359 1,317,032
Total assets $18,274,190 $18,237,318 $17,083,165 $15,565,547
Total current liabilities $ 4,174,756 $ 4,923,808 $ 5,571,703 $ 3,458,729
Long-term debt, net of current maturities 5,201,209 5,493,280 5,243,598 3,159,687
Total liabilities 9,375,965 10,417,088 10,815,301 6,618,416
Net position
Invested in capital assets, net of related
debt 3,527,370 4,014,113 4,764,818 3,781,877
Restricted 200,490 200,490 200,490 200,490
Unrestricted 5,170,365 3,605,627 1,302,556 4,964,764
Total liabilities and net position $18,274,190 $18,237,318 $17,083,165 $15,565,547

Required Financial Statements

The Basic Financial Statements of the Hospital report information about the Hospital using Governmental
Accounting Standards Board (GASB) accounting principles. These statements offer short-term and long-term
financial information about its activities.



Hospital Service District No. 1
Of the Parish of Franklin, State of Louisiana
Franklin Medical Center

Management’s Discussion and Analysis (continued)

Required Financial Statements (Continued)

The Statement of Net Position includes all of the Hospital's assets and liabilities and provides information
about the nature and amounts of investments in resources (assets) and the obligations to Hospital creditors
(liabilities). It also provides the basis for computing rate of return, evaluating the capital structure of the
Hospital and assessing the liquidity and financial flexibility of the Hospital. All of the current year's revenues
and expenses are accounted for in the Statement of Revenues, Expenses and Changes in Net Position. This
statement measures improvements in the Hospital's operations over the past three years and can be used to
determine whether the Hospital has been able to recover all of its costs through its patient service revenue and
other revenue sources. The final required financial statement is the Statement of Cash Flows. The primary
purpose of this statement is to provide information about the Hospital's cash from operations, investing and
financing activities, and to provide answers to such questions as where did cash come from, what was cash
used for and what was the change in cash balance during the reporting period.

Financial Analysis of the Hospital

The Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net Position report
information about the Hospital’s activities. These two statements report the net position of the Hospital and
changes in them. Increases or decreases in the Hospital’s net position are one indicator of whether its
financial health is improving or deteriorating. However, other financial factors such as changes in the
healthcare industry, changes in Medicare and Medicaid regulations, and changes in managed care contracting
should also be considered.
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Management'’s Discussion and Analysis (continued)

Summary of Revenues, Expenses and Changes in Net Position

TABLE 2
Condensed Statements of Revenues, Expenses and Changes in Net Position
Years Ended
April 30,
2019 2018 2017 2016
Net patient service revenue $29,114,646 $28,380,193 $24,465,327 $23,174,726
Other revenue 4,335,800 4,781,666 2,863,853 3,207,560
Total operating revenue 33,450,446 33,161,859 27,329,180 26,382,286
Salaries and employee benefits 16,180,822 16,309,630 16,141,651 14,909,751
Supplies and other 2,772,266 2,307,115 1,847,920 1,760,428
Professional, mgt. and consulting fees 6,039,228 5,420,085 4,983,027 5,115,397
Other expense 5,358,205 5,509,694 5,306,657 3,832,362
Insurance 486,544 454,288 419,876 405,751
Depreciation and amortization 1,345,949 1,402,824 1,130,007 1,098,786
Total operating expenses 32,183,014 31,403,636 29,829,138 27,122 475
Operating income (loss) 1,267,432 1,758,223 (2,499,958) (740,189)
Nonoperating income (189,437) (205,857) (179,309) 162,667
Changes in net position 1,077,995 1,552,366 (2,679,267) (577,522)
Net position - beginning of year 7,820,230 6,267,864 8,947,131 9,524,653
Net position - end of year $ 8,898,225 § 7,820,230 $ 6,267,864 $ 8,947,131

Sources of Revenue
Operating Revenue

During fiscal year 2019, the Hospital derived the majority of its total revenue from patient service revenue.
Patient service revenue includes revenue from the Medicare and Medicaid programs and patients, or their
third-party payors, who receive care in the Hospital's facilities. Reimbursement for the Medicare and Medicaid
programs and the third-party payors is based upon established contracts.

A 13 mill property tax was approved for a period of twenty-five years, beginning with the year 2014 and ending
with the year 2039, to be dedicated and used for operating, maintaining, renovating, and improving emergency
medical services.
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Management’s Discussion and Analysis (continued)

Table 3 presents the relative percentages of gross charges billed for patient services for Medicare and
Medicaid for the fiscal years ended April 30, 2019, 2018, 2017 and 2016.

TABLE 3
Medicare & Medicaid Patient Revenue

Years ended April 30,

2019 2018 2017 2016
Medicare and Medicaid patient charges $62,665,896 $60,673,509 $52,597,312 $46,867,763
Contractual adjustments 40,219,129 38,735,552 31,012,726 32,189,491
Net Medicare and Medicaid revenue $22,446,767 $21,937,957 $21,584,586 $ 14,678,272
Percent of total patient gross charges 73% 74% 70% 63%
Percent of total net patient revenues 77% 77% 88% 63%

Operating and Financial Performance
TABLE 4
Patient Statistics

Years ended April 30,

2019 2018 2017 2016

Number of patient days

Medicare acute and rehab care 2,308 2,182 1,244 1,092
Swingbed 398 407 159 126
Medicaid acute and rehab care 455 481 507 182
Other acute and rehab care 606 587 540 644
Total 3,767 3,657 2,450 2,044
Number of patient discharges

Medicare acute and rehab care 495 484 371 338
Swingbed 66 59 23 28
Medicaid acute and rehab care 117 121 150 72
Other acute and rehab care 36 58 64 217
Total 714 722 608 655
Average length of patient stay

Medicare acute and rehab care 4.7 45 3.4 3.2
Swingbed 6.0 6.9 6.9 4.5
Medicaid acute and rehab care 3.9 4.0 3.4 2.5
Other acute and rehab care 16.8 10.1 8.4 3.0
Average length of stay for acute care 5.2 4.9 3.9 3.1
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Management’s Discussion and Analysis (continued)

Capital Assets

TABLE §

Land and Depreciable Capital Assets, net

April 30
2019 2018 2017 2016

Nondepreciable Capital Assets

Land $ 657500 $ 657,500 $ 657,500 $ 657,500

Construction in Progress 95,500 -0- 4,324,788 3,646,435
Total Nondepreciable Capital Assets $ 753,000 $ 657,500 $ 4,982,288 $ 4,303,935
Depreciable Capital Assets

Building & Equipment $21,953,292 $21,498,838 $16,311,377 $ 14,239,915

Leasehold Improvements 2,714,431 2,714,431 2,702,231 2,702,231

Intangibles 1,239,591 1,239,591 1,239,591 -0-

Subtotal 25,907,314 25,452,860 20,253,199 16,942,146
Less Accumulated Depr. & Amort. 16,810,547 15,517,324 14,226,007 13,402,417

Total Depreciable Capital Assets, net $ 9,096,767 $ 9,935536 $ 6,027,192 $ 3,539,729

Long-Term Debt

Long-term debt at year end consists of two (2) revenue bonds and five (5) capital leases. During FY 2019, the
Hospital made payments of $422,045 to pay down revenue bonds and capital leases. Long-term debt
decreased by $292,071 or 5.3% in 2019, due to payments on long-term debt and only one (1) addition to

capital leases.

Contacting the Hospital’s Financial Manager

This financial report is designed to provide our citizens, customers, and creditors with a general overview of the
Hospital's finances and to demonstrate the Hospital's accountability for the money it receives. If you have
questions about this report or need additional financial information, contact Hospital administration.

Vi
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Independent Auditors’ Report

To the Board of Commissioners
Hospital Service District No. 1

Parish of Franklin, State of Louisiana
Winnsboro, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of Hospital Service District No. 1, Parish of Franklin,
State of Louisiana, Franklin Medical Center (the “Hospital”), a component unit of the Franklin Parish Police
Jury, as of and for the years ended April 30, 2019, 2018, and 2017, and the related notes to the financial
statements, which collectively comprise the Hospital’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.
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Page Two

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Hospital, as of April 30, 2019, 2018, and 2017, and the changes in its financial position and cash
flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the financial information of the Hospital and do
not purport to, and do not, present fairly the financial position of Franklin Parish Police Jury as of April 30,
2019, 2018, and 2017, the changes in its financial position, or its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America. Our opinion is not
modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages “i” through “vi" be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. The

supplementary information listed in the table of contents is presented for purposes of additional analysis and is
not a required part of the basic financial statements.
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The supplementary information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the supplementary information is fairly stated in all
material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 16, 2019,
on our consideration of the Hospital's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Hospital's
internal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Hospital’s internal control over financial
reporting and compliance.

Lo Wl Ll

Certified Public Accountants
Alexandria, Louisiana

October 16, 2019




FRANKLIN MEDICAL CENTER
STATEMENTS OF NET POSITION

APRIL 30,
2019 2018 2017
ASSETS
Current Assets
Cash and cash equivalents (Note 3) 1,839,544 $ 1,338,684 $ 657,990
Short-term investments (Note 3) 1,040,405 1,026,936 622,414
Accounts receivable, net of allowances for
uncollectibles (Note 4) 2,638,437 2,539,700 2,338,603
Estimated third-party payor settlements 1,166,804 855,504 745,510
Other receivables 26,530 25,731 25,130
Inventories 843,950 728,112 567,047
Prepaid expenses 152,269 154,371 75,997
Total Current Assets 7,707,939 6,669,038 5,032,691
Non-Current Assets
Nondepreciable capital assets (Note 5) 753,000 657,500 4,982,288
Depreciable capital assets, net (Note 5 and 6) 9,096,767 9,935,536 6,027,192
Notes receivable 62,155 52,177 121,667
Physician practice acquisition 71,128 106,692 106,692
Limited use assets (Note 7) 583,201 816,375 812,635
Total Assets 18,274,190 18,237,318 $ 17,083,165
LIABILITIES AND NET POSITION
Current Liabilities
Accounts payable 1,062,949 1,271,273 $ 1,764,474
Accrued salary and payroll taxes 743,740 959,925 837,374
Accrued paid time off (Note 8) 456,667 507,694 652,599
Estimated third-party payor settlements 1,447,712 1,756,773 1,973,692
Current portion of long-term debt (Note 9) 463,688 428,143 343,564
Total Current Liabilities 4,174,756 4,923,808 5,671,703
Long-term debt, net of current maturities (Note 9) 5,201,209 5,493,280 5,243,598
Total Liabilities 9,375,965 10,417,088 10,815,301
Net Position
Invested in capital assets, net of related debt 3,527,370 4,014,113 4,764,818
Restricted 200,490 200,490 200,490
Unrestricted 5,170,365 3,605,627 1,302,556
Total Net Position 8,898,225 7,820,230 6,267,864
Total Liabilities and Net Position $ 18,274,190 $ 18,237,318 $ 17,083,165

See accompanying notes to financial statements.
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STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FRANKLIN MEDICAL CENTER

YEARS ENDED APRIL 30,

2019 2018 2017
Revenues
Net patient service revenues (Note 10) $ 29114646 $ 28,380,193 $ 24,465,327
Non-restricted contributions -0- 9,883 -0-
Operating grants 71,447 197,533 92,687
Intergovernmental transfer grants 1,845,921 2,584,519 1,286,123
Maintenance taxes 1,326,673 1,237,299 1,200,398
Other operating revenues 1,091,759 752,432 284,645
Total Revenues 33,450,446 33,161,859 27,329,180
Expenses
Salaries 13,776,831 13,428,866 12,891,778
Benefits and payroll taxes 2,403,991 2,880,764 3,249,873
Supplies and drugs 2,772,266 2,307,115 1,847,920
Professional fees 6,039,228 5,420,085 4,983,027
Other expenses 5,358,205 5,509,694 5,306,657
Insurance 486,544 454,288 419,876
Depreciation and amortization 1,345,949 1,402,824 1,130,007
Total Expenses 32,183,014 31,403,636 29,829,138
Operating Income (Loss) 1,267,432 1,758,223 (2,499,958)
Nonoperating Revenues (Expenses) .
Gain (loss) on sale of assets -0- -0- 1,326
interest income 25,614 13,014 11,497
Interest expense (215,051) (218,871) (192,132)
Changes in Net Position 1,077,995 1,552,366 (2,679,267)
Beginning Net Position 7,820,230 6,267,864 8,947,131
Ending Net Position $ 8,808225 $ 7,820,230 $ 6,267,864

See accompanying notes to financial statements.

-5-




FRANKLIN MEDICAL CENTER
STATEMENTS OF CASH FLOWS
YEARS ENDED APRIL 30,

Cash flows from operating activities:
Cash received from patients and third-party payors
Other receipts from operations
Cash payments to employees and for employee-
related cost
Cash payments for other operating expenses

Net cash provided (used) by operating activities

Cash flows from investing activities:
Purchase of certificates of deposit
Proceeds from certificates of deposit
Loan to physicians
Cash paid for software fees
Interest income

Net cash provided (used) by investing activities

Cash flows from capital and related financing activities:
Acquisition of capital assets
Interest expense
Proceeds from sales of capital assets
Proceeds from revenue bonds
Principal payments on long-term debt

Net cash provided (used) by capital and related
financing activities

Net increase (decrease) in cash and cash equivalents
Beginning cash and cash equivalents

Ending cash and cash equivalents $

2019

201

2017

$ 28,395,548 $ 27,852,183 $ 25,610,720

4,335,001 4,781,065 2,965,021
(16,448,034)  (16,331,984)  (15,769,253)
(14,978,303)  (14,423,822)  (11,814,603)

1,304,212 1,877,442 991,885

(13,469) (404,522) (2,441)
233,174 (3,740) 299,273
(27,140) (42,184) (52,000)
-0- -0- (405,335)
25,614 13,014 11,497
218,179 (437,432) (149,006)
(384,435) (582,184) (2,606,857)
(215,051) (218,871) (192,132)
-0- -0- 1,820

-0- 404,492 3,565,909
(422,045) (362,753) (1,526,486)
(1,021,531) (759,316) (757,746)
500,860 680,694 85,133
1,338,684 657,990 572,857
1,839,544 $ 1,338,684 $ 657,990

See accompanying notes to financial statements.

-6-



FRANKLIN MEDICAL CENTER
STATEMENTS OF CASH FLOWS (Continued)

YEARS ENDED APRIL 30,
2019 2018 2017
Supplemental disclosures of cash flow information:
Cash paid during the period for interest $ 217,965 $ 220,199 $ 184,502
Equipment acquired through capital lease
agreements $ 165,519 $ 292,522 $ 143,452
Reconciliation of income from operations to net
cash provided (used) by operating activities:
Operating income (loss) $ 1,267,432 $ 1,758,223 $ (2,499,958)
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation and amortization 1,345,949 1,402,824 1,130,007
Changes in current assets (increase) decrease:
Accounts receivable (98,737) (201,097) 450,792
Estimated third-party payor settlements (311,300) (109,994) (114,158)
Other receivables (799) (601) 101,168
Inventories (115,838) (161,065) (100,130)
Prepaid expenses 2,102 (78,374) 10,154
Changes in current liabilities increase (decrease):
Accounts payable (208,324) (493,201) 832,853
Accrued salary and payroll taxes (216,185) 122,551 424,405
Accrued paid time off (51,027) (144,905) (52,007)
Estimated third-party payor settlements (309,061) (216,919) 808,759
Net cash provided (used) by operating activities $ 1304212 $§ 1,877,442 § 991,885

See accompanying notes to financial statements.
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FRANKLIN MEDICAL CENTER
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED APRIL 30, 2019, 2018 AND 2017

NOTE 1 - ORGANIZATION AND OPERATIONS

Legal Organization

Franklin Parish Hospital Service District No. 1 (the Hospital or the District) was created by an ordinance of the
Franklin Parish Police Jury on November 2, 1965.

The District is a political subdivision of the Franklin Parish Police Jury whose jurors are elected officials. The
Hospital’'s commissioners are appointed by the Franklin Parish Police Jury. As the governing authority of the
Parish, for reporting purposes, the Franklin Parish Police Jury is the financial reporting entity for the Hospital.
Accordingly, the Hospital was determined to be a component unit of the Franklin Parish Police Jury based on
Statement No. 14 of the National Committee on Governmental Accounting. The accompanying financial
statements present information only on the funds maintained by the governmental services provided by that
governmental unit or the other governmental units that comprise the financial reporting entity.

The hospital facility was originally built by the Franklin Parish Police Jury which issued ad valorem tax bonds to
finance its construction. The District leases the hospital facility and some equipment from the Police Jury as
explained further in Note 6. All transactions related to the original bonds sold to finance the facility, the related
interest expense, and tax revenues for the payment of the bonds are reflected in the financial statements of
Franklin Parish Police Jury. The final bond redemption was made during April 1986, thereby eliminating the
Police Jury bond indebtedness related to the District.

Nature of Business

The District provides outpatient, skilled nursing (through "swing-beds"), emergency, inpatient acute hospital
services, and four rural health clinics.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Enterprise Fund

Enterprise funds are used to account for operations that are financed and operated in a manner similar to
private business enterprises - where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges.

Basis of Accounting

The Hospital uses enterprise fund accounting. Revenues and expenses are recognized on the accrual basis
using the economic measurement focus.

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of deposits in checking and money market accounts and
certificates of deposit with original maturities of ninety (90) days or less. Certificates of deposit with original
maturities over 90 days are classified as short-term investments. Cash and cash equivalents and short-term
investments are stated at cost, which approximates market value. The caption “cash and cash equivalents”
does not include amounts whose use is limited or temporary cash investments.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Credit Risk

The District provides medical care primarily to Franklin Parish residents and grants credit to patients,
substantially all of whom are local residents.

The Hospital’'s estimate of collectability is based on evaluation of historical collections compared to gross
charges and an analysis of aged accounts receivable to establish an allowance for uncollectible accounts.

Significant Concentration of Economic Dependence

The District has an economic dependence on a small number of staff physicians. These physicians admit over
90% of the Hospital's patients. The Hospital also has an economic dependence on Medicare and Medicaid as
sources of payments as shown in the table in Note 10. Changes in federal or state legislation or interpretations
of rules have a significant impact on the Hospital.

Net Patient Service Revenues

The District has entered into agreements with third-party payors, including government programs, health
insurance companies, and managed care health plans, under which the Hospital is paid based upon
established charges, the cost of providing services, predetermined rates per diagnosis, fixed per diem rates, or
discounts from established charges.

Revenues are recorded at estimated amounts due from patients and third-party payors for the Hospital
services provided. Settlements under reimbursement agreements with third-party payors are estimated and
recorded in the period the related services are rendered and are adjusted in future periods as final settlements
are determined.

Patient Accounts Receivable

Patient accounts receivable are carried at a net amount determined by the original charges for the services
provided, less an estimate made for contractual adjustments or discounts provided to the third-party payors,
less any payments received and less an estimated allowance for doubtful accounts. Management determines
the allowance for doubtful accounts by utilizing a historical experience applied to an aging of accounts. Patient
accounts receivable are written off as bad debt expense when deemed uncollectible. Recoveries of
receivables previously written off as bad debt expense are recorded as a reduction of bad debt expense when
received.

Inventories
Inventories are stated at the lower of cost determined by the first-in, first-out, or market basis.
Income Taxes

The District is a political subdivision and exempt from taxation.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Assets

Capital assets are recorded at cost for purchased assets or at fair market value on the date of any donation.
The Hospital uses straight-line method of determining depreciation for financial reporting and third-party
reimbursement. The following estimated useful lives are generally used.

Buildings and Improvements 5 to 40 years
Machinery and Equipment 3 to 20 years
Furniture and Fixtures 3 to 20 years

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

The cost of assets retired or otherwise disposed of and the related accumulated depreciation are eliminated
from the accounts in the year of disposal. Gains or losses resulting from property disposal are credited or
charged to operations currently.

Net Position

The Hospital classifies net position into three components: invested in capital assets, net of related debt;
restricted and unrestricted. Invested in capital assets, net of related debt consists of capital assets net of
accumulated depreciation and reduced by the current balances of any outstanding borrowings used to finance
the purchase or construction of those assets. Restricted consists of assets that have constraints that are
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations
of other governments or constraints imposed by law through constitutional provisions or enabling legislation.
Unrestricted are remaining net assets that do not meet the definition of invested in capital assets net of related
debt or restricted.

Revenue and Expenses

The Hospital’s statement of revenues, expenses and changes in net assets distinguish between operating and
nonoperating revenues and expenses. Operating revenues result from exchange transactions associated with
providing health care services — the Hospital’s principal activity. Nonexchange revenues are reported as
nonoperating revenues. Operating expenses are all expenses incurred to provide health care services, other
than financing costs.

Restricted Revenues

When both restricted and unrestricted resources are available for use, it is the Hospital’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Grants and Contributions

From time to time, the Hospital receives grants and contributions from the State of Louisiana, individuals, or
private and public organizations. Revenues from grants and contributions (including contributions of capital
assets) are recognized when all eligibility requirements, including time requirements, are met. Grants and
contributions may be restricted for either a specific operating purpose or for capital purposes.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Grants and Contributions (Continued)

Amounts that are unrestricted or that are restricted to a specific operating purpose are reported as
nonoperating revenues. Amounts restricted to capital acquisitions are reported after nonoperating revenues
and expenses.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Actual results could differ from those estimates.

Charity Care

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

Risk Management

The District is exposed to various risks of loss from torts; theft of, damage to, and destruction of assets;
business interruption; errors and omissions; employee injuries and illnesses; natural disasters; medical
malpractice; and employee health, dental, and accident benefits. Commercial insurance coverage is
purchased for claims arising from such matters. Settled claims have not exceeded this commercial coverage
in any of the three preceding years.

Environmental Matters

The Hospital is subject to laws and regulations relating to the protection of the environment. The Hospital’s
policy is to accrue environmental and cleanup related costs of a non-capital nature when it is both probable
that a liability has been incurred and when the amount can be reasonably estimated. Although it is not
possible to quantify with any degree of certainty, the potential financial impact of the Hospital’s continuing
compliance efforts, management believes any future remediation or other compliance related costs will not
have a material adverse effect on the financial condition or reported results of operations of the Hospital. At
April 30, 2019, 2018, and 2017, management is not aware of any liability resulting from environmental matters.

Advertising

The Hospital expenses advertising cost as incurred. Advertising expense for the years ended April 30, 2019,
2018, and 2017 totaled $49,663, $33,716, and $36,382, respectively.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recently Issued Accounting Principles

In March 2018, the GASB issued Statement No. 85 (GASB 85). The objective of GASB Statement No. 85
Omnibus 2018, is to address practice issues that have been identified during implementation and application of
certain GASB Statements. This Statement addresses a variety of topics including issues related to blending
component units, goodwill, fair value measurement and application, and postemployment benefits (pensions
and other postemployment benefits (OPEB). Management is still evaluating the potential impact of adoption
on the Hospital's financial statements. The requirements of this Statement are effective for financial
statements for periods beginning after June 15, 2018.

In June 2018, the GASB issued Statement No. 87 (GASB 87). The objective of GASB Statement No. 87,
Leases, is to better meet the information needs of the financial statement users by improving accounting and
financial reporting for leases by governments. This Statement increased the usefulness of governments’
financial statements by requiring recognition of certain lease assets and liabilities for leases that were
previously classified as operating leases and recognized as inflows of resources or outflows of resources
based on the payment provisions of the contract. It establishes a single model for lease accounting based on
the foundational principle that leases are financings of the right to use an underlying asset. Management is still
evaluating the potential impact of adoption on the Hospital’s financial statements. The requirements of this
Statement are effective for financial statements for periods beginning after December 15, 2019.

Reclassifications

Certain amounts in the prior year financial statements have been reclassified to conform to the current year
classifications.

NOTE 3 - DEPOSITS AND INVESTMENTS

Investing is performed in accordance with investment policies complying with state statutes. Funds may be
invested in direct obligations of the United States Government and its agencies pledged by its full faith and
credit, certificates of deposit and savings accounts which are secured by FDIC or pledge of securities, and
government backed mutual or trust funds. Louisiana law requires banks and savings and loan associations to
secure a government’s deposits (cash in banks) by pledging qualifying securities as collateral. For this
purpose, “cash in banks” is comprised of the account balances according to the bank’s records.

Custodial Credit Risk — Custodial credit risk for deposits is the risk that in the event of a bank failure,
the Hospital's deposits may not be returned to it. Louisiana state statutes require that all of the
deposits of the Hospital be protected by insurance or collateral. The fair value of the collateral pledged
must equal 100% of the deposits not covered by insurance. The Hospital's deposits were entirely
insured or entirely collateralized by securities held by the pledging bank’s trust department in the
Hospital’'s name as of April 30, 2019, 2018, and 2017.

Concentration of Credit Risks — The Hospital has 86% of its cash and cash equivalents at Franklin
State Bank in checking and certificates of deposit.
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NOTE 3 - DEPOSITS AND INVESTMENTS (Continued)

Interest Rate Risks — Interest rate risk is the risk that changes in market interest rates will adversely
affect the fair value of an investment. Generally, the longer an investment takes to mature, the greater
the sensitivity of its fair value to changes in market interest rates. The Hospital does not have a formal
investment policy that limits investment maturities as a means of managing its exposure to fair value
losses arising from changing interest rates.

Account balances according to banks’ records at April 30, 2019, for the Hospital are as follows:

Franklin Winnsboro Progressive

State Bank State Bank Bank
Cash in banks $ 3370685 $ 29,857 $ 521,915
Insured by FDIC $ 500,000 $ 29,857 $ 250,000
Collateralization by fair market value $ 4,372,761 $ 0- $ 769,182
Uncollateralized $ 0- $ 0- $ -0-

The carrying amounts of deposits and investments are included in the Hospital's balance sheets as follows:

2019 2018 2017
Carrying amount
Deposits $ 697,374 $ 510,732 $ 356,453
Investments 2,765,776 2,671,263 1,736,586
$ 3463150 $ 3,181,995 $ 2,093,039
Included in the following balance sheet captions
Cash and cash equivalents $ 1839544 $ 1,338,684 $ 657,990
Short-term investments 1,040,405 1,026,936 622,414
Assets whose use is limited 583,201 816,375 812,635
$ 3463150 $ 3,181,995 $ 2,093,039
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NOTE 4 - ACCOUNTS RECEIVABLE

A summary of accounts receivable at April 30 is presented below:

2019 2018 2017
Patients $ 5,133,337 $ 14,451,452 $ 20,784,903
Estimated allowances for uncollectibles (2,494,900) (11,911,752) (18,446,300)
Net accounts receivable $ 2,638,437 $ 2,539,700 $ 2,338,603

The following is a summary of the mix of receivables from patients and third-party payors at April 30:

201 2018 2017
Medicare 15% 5% 3%
Medicaid 18% 7% 4%
Commercial and other third-party payors 11% 3% 3%
Patients 56% 85% 90%
Total 100% 100% 100%
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NOTE 5 - CAPITAL ASSETS

The following is a summary of capital assets and related accumulated depreciation at April 30:

2018 Additions Deductions Transfers 2019

Nondepreciable capital assets
Land $ 657,500 $ -0- § -0- § -0- $ 657,500
Construction in progress -0- 95,500 -0- -0- 95,500

Total nondepreciable

capital assets $ 657,500 $ 95500 $ -0- $ 0- 9 753,000
Depreciable capital assets
Buildings $ 11,042,547 $ 37,210 $ 0- % -0- $ 11,079,757
Leasehold improvements 2,714,431 -0- -0- -0- 2,714,431
Furniture and equipment 9,067,550 273,702 -0- -0- 9,341,252
Property held under capital lease 1,388,741 165,519 21,977 -0- 1,532,283
Intangibles 1,239,591 -0- -0- -0- 1,239,591

Total depreciable

capital assets 25,452,860 476,431 21,977 -0- 25,907,314
Accumulated depreciation
and amortization 15,517,324 1,293,223 -0- -0- 16,810,547

Total depreciable

capital assets, net $ 9935536 $ (816,792) $ 21,977 % -0- $ 9,096,767
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NOTE 5 - CAPITAL ASSETS (Continued)

2017 Additions Deductions Transfers 2018

Nondepreciable capital assets
Land $ 657,500 $ -0- § -0- § -0- § 657,500
Construction in progress 4,324,788 -0- -0- (4,324,788) -0-

Total nondepreciable

capital assets $ 4,982288 $ 0- 9 -0- $ (4,324,788) $ 657,500
Depreciable capital assets
Buildings $ 6,400,538 $ 317,221 $ -0- $ 4,324,788 $ 11,042,547
Leasehold improvements 2,702,231 12,200 -0- -0- 2,714,431
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