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To the Board of Commissioners 
Morehouse Parish Hospital Service District No. 1 
(d/b/a/ Morehouse General Hospital) 
Bastrop, Louisiana 

Report on the Financial Statements 

We have audited the accompanying basic financial statements of Morehouse Parish Hospital 
Service District No. 1 (d/b/a Morehouse General Hospital) (the Hospital) as of and for the years 
ended May 31, 2019 and 2018, 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 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 opinions 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 auditor's judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud of 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. 



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

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Hospital as of May 31, 2019 and 2018, and the respective changes in 
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 - Restatement of Prior Period Financial Statements 

As discussed in Note 1 to the financial statements, the financial statements as of May 31, 2018 have 
been restated for a change in accounting principle. Our opinion is not modified with respect to this 
matter. 

Other Matters 

Required Supplementary Information 

Management has omitted the management's discussion and analysis that accounting principles 
generally accepted in the United States of America require to be presented to supplement the 
financial statements. Such missing information, although not a part of the financial statements, is 
required by the Governmental Accounting Standards Board who considers it to be an essential part 
of financial reporting for placing the financial statements in an appropriate operational, economic, 
or historical context. Our opinion on the financial statements is not affected by this missing 
information. 

Report on Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. The supplementary information shown on pages 37 - 41 is presented for purposes of 
additional analysis and is not a required part of the financial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the 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 
November 8, 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, grant 
agreements, and other matters. The purpose of that report is to describe the scope of our testing of 
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internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on 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. 

CARR, RIGGS & INGRAM, LLC 

Ridgeland, Mississippi 
November 8, 2019 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Statements of Net Position 

May 31, 2019 
2018 

Restated 

Assets 
Current assets 

Cash and cash equivalents 
Patient accounts receivable, less allowance for 

uncollectible accounts of $2,796,833 in 2019 

and $2,704,966 in 2018 
Inventory and supplies 
Estimated amounts due to third-party payors 
Assets limited as to use, current portion 
Prepaid expenses and other current assets 

$ 5,841,104 $ 6,504,324 

2,872,671 
467,676 
212,722 
526,308 

1,231,739 

1,937,741 
643,040 

526,308 
2,947,893 

Total current assets 11,152,220 12,559,306 

Noncurrent assets 
Assets limited as to use 

Capital assets, net of accumulated depreciation 
of $36,338,407 in 2019 and $35,487,141 in 2018 

1,014,298 

10,021,703 

721,006 

10,443,430 

Total noncurrent assets 11,036,001 11,164,436 

Total assets S 22,188,221 $ 23.723,742 

(Continued) 

The accompanying notes ore an integral part of these financial statements. 
-4-



Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Statements of Net Position (Continued) 

May 31, 2019 
2018 

Restated 

Liabilities and Net Position 
Current liabilities 

Accounts payable 
Employee compensation and payroll tax liabilities 

Other accrued liabilities 
Estimated claims liability 

Estimated amounts due to third-party payors 
Short-term debt 
Current portion of settlement payable 

Current portion of capital lease obligations 
Current portion of long-term debt 

1,715,615 
652,247 
232,851 
306,902 

130,535 
50,000 
72,799 

1,147,064 

1,933,520 
585,117 
840,596 
399,670 
712,854 
98,488 

37,110 
1,344,221 

Total current liabilities 4,308,013 5,951,576 

Long-term liabilities 
Estimated claims liability, less current portion 
Settlement payable, less current portion 
Capital lease obligation, less current portion 
Long-term debt, less current portion 

119,243 
207,712 

9,508,946 

306,902 

22,513 

10,539,997 

Total long-term liabilities 9,835,901 10,869,412 

Total liabilities 14,143,914 16,820,988 

Net position 

Net investment in capital assets 
Restricted 
Unrestricted 

3,184,026 
1,540,606 
3,319,675 

3,116,449 

1,247,314 

2,538,991 

Total net position 8,044,307 6,902,754 

Total liabilities and net position $ 22,188,221 S 23,723,742 

(Concluded) 

The accompanying notes are an integral part of these financial statements. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Statements of Revenues, Expenses and Changes in Net Position 

2018 
Years ended May 31, 2019 Restated 

Operating Revenues 
Net patient service revenue, net of provision for bad 

debts of approximately $1,258,896 in 2019 and 
$2,256,050 in 2018 S 26,148,476 $ 24,595,021 

Intergovernmental transfer - operating grant income 2,722,853 3,531,630 
Other operating revenue 473,582 651,214 

Total operating revenues 29,344,911 28,777,865 

Operating Expenses 
Salaries and benefits 12,989,289 11,515,057 
Outside services 10,856,117 9,490,818 
Medical supplies and drugs 1,914,819 1,969,753 
Depreciation and amortization 1,188,001 1,106,016 
Other supplies 758,081 782,411 
Utilities 578,539 605,981 
Other operating expenses 559,724 580,750 
Insurance 551,929 632,680 
Rents and leases 443,753 174,472 

Total operating expenses 29,840,252 26,857,938 

Operating (loss) income (495,341) 1,919,927 

Nonoperating Revenues (Expenses) 
Investment earnings 10,071 3,940 
Ad valorem tax revenue 1,825,657 1,790,824 
Grant revenue - 8,210 
Contributions 56,392 27,410 
Other 38,563 -

Interest expense (293,789) (513,283) 

Total nonoperating revenues (expenses) 1,636,894 1,317,101 

Increase in net position 1,141,553 3,237,028 

Net Position - beginning of year, as previously stated - 3,414,827 

Restatement - Note 1 250,899 

Net Position - beginning of year, as restated 6,902,754 3,665,726 

Net Position - end of year $ 8,044,307 $ 6,902,754 

The accompanying notes are an integral part of these financial statements. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Statements of Cash Flows 

2018 
Years ended May 31, 2019 Restated 

Operating Activities 
Receipts from patients and third-party payors $ 25,502,204 $ 24,927,252 
Payments to suppliers and contractors (16,449,989) (14,482,674) 

Payments to employees and for employee-related costs (12,922,159) (13,065,846) 

Receipts from intergovernmental transfers 3,342,791 3,428,543 
Receipts from Electronic Health Record incentives 3,724 260,249 
Other receipts 470,893 391,516 

Net cash (used in) provided by operating activities (52,536) 1,459,040 

Noncapital Financing Activities 
Ad valorem taxes received 1,825,657 1,796,145 
Proceeds from insurance settlements 38,563 -
Payments on settlement payable (50,000) -
Payments on certificates of indebtedness (668,818) (320,572) 
Proceeds from short-term debt 307,750 182,251 
Payments on short-term debt (275,703) (83,763) 
Payments on hospital revenue bonds (134,860) (112,161) 

Grants received - 8,210 
Contributions received 56,392 27,410 
Interest paid (250,120) (271,121) 

Net cash provided by noncapital financing activities 848,861 1,226,399 

Capital and Related Financing Activities 
Purchase of capital assets (486,740) (1,841,041) 
Proceeds from note payable 183,369 50,000 
Payments on note payable (12,000) (12,000) 
Payments on capital lease obligations (41,112) (31,733) 
Payments on hospital revenue bonds (595,899) (575,982) 
Interest paid (223,942) (232,523) 

Net cash used in capital and related financing activities (1,176,324) (2,643,279) 

Investing Activities 
Change in assets limited as to use (293,292) (84,840) 
Investment income received 10,071 3,940 

Net cash used in investing activities (283,221) (80,900) 

Net decrease in cash and cash equivalents 

Cash and Cash Equivalents - beginning of year 

(663,220) (38,740) 

6,504,324 6,543,064 

Cash and Cash Equivalents - end of year $ 5,841,104 $ 6,504,324 

(Continued) 

The accompanying notes are an integral part of these financial statements. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Statements of Cash Flows (Continued) 

Years ended May 31, 2019 
2018 

Restated 

Reconciliation of Operating (Loss) Income to Net Cash 
(Used In) Provided by Operating Activities: 

Operating (loss) income 
Adjustments to reconcile operating (loss) income 

to net cash (used in) provided by operating activities: 
Depreciation and amortization 
Provision for uncollectible accounts 
Changes in: 

Patient accounts receivable 
Inventory and supplies 
Prepaid expenses and other current assets 
Accounts payable 
Employee compensation and payroll tax liabilities 

Estimated claims liability 
Other accrued liabilities 
Estimated amounts due to third-party payors 

(495,341) $ 1,919,927 

1,188,001 
1,258,896 

(2,193,826) 
175,364 

1,716,154 
(235,439) 

67,130 
(399,670) 
(208,229) 
(925,576) 

1,106,016 
2,256,050 

(2,170,639) 
11,754 

130,948 
(435,013) 
(267,337) 

9,999 
(1,297,652) 

194,987 

Net cash (used in) provided by operating activities S (52,536) $ 1.459.040 

Supplemental Disclosure of Noncash Investing and Financing Activities: 
Purchase of capital assets through accounts payable $ 17,534 
Financing of equipment through capital lease 262,000 
Financing of principal judgement through long-term 

settlement payable 219,243 
Write-off of accrued interest on judgement per settlement 180,427 

287,529 

(Concluded) 

The accompanying notes ore an integral part of these financial statements. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 

Reporting Entity 

Morehouse Parish Hospital Service District No. 1 (d/b/a Morehouse General Hospital) (the Hospital) 
was organized on December 17, 1982, under powers granted to parish police juries by the State of 
Louisiana. The geographical boundaries of the Hospital coincide with those of Morehouse Parish. All 
corporate powers are vested in a Board of Commissioners appointed by the Morehouse Parish 
Police Jury. The Hospital is exempt from income taxes as a political subdivision of the State of 
Louisiana under Section 115 of the Internal Revenue Code. The Hospital is also exempt from federal 
income tax under Section 501(a) as a hospital organization described in Section 501(c)(3). The 
federal income tax exemptions also extend to state income taxes. 

The financial statements also include the accounts of the Morehouse Healthcare Foundation (the 
Foundation). The Foundation is a not-for-profit organization created in 2017 exclusively for 
charitable, religious, educational and scientific purpose for the primary benefit of the Hospital. All 
significant inter-entity accounts and transactions have been eliminated. The Foundation is included 
in the financial statements as a blended component unit pursuant to Governmental Accounting 
Standards Board (GASB) Statement No. 39, Determining Whether Certain Organizations Are 
Component units, an Amendment of GASB Statement No. 14, which requires reporting, as a 
component unit, an organization that raises and holds economic resources for the direct benefit of 
a governmental unit. The Board of Commissioners ratify any appointments to the Foundation's 
Board of Directors. The Foundation does not issue separate financial statements. The Foundation is 
a non-stock, not-for-profit Louisiana corporation considered to be and operated as if it is exempt 
from income tax under Section 501(c)(3) of the Internal Revenue Code. 

Basis of Accounting and Presentation 

The financial statements of the Hospital have been prepared on the accrual basis of accounting 
using the economic resources measurement focus. Revenues, expenses, gains, losses, assets and 
liabilities from exchange and exchange-like transactions are recognized when the exchange 
transaction takes place, while those from government-mandated nonexchange transactions 
(principally federal and state grants) are recognized when all applicable eligibility requirements are 
met. Operating revenues and expenses include exchange transactions and program-specific, 
government-mandated nonexchange transactions. Government-mandated nonexchange 
transactions that are not program specific, investment income and interest on capital assets-related 
debt are included in nonoperating revenues and expenses. The Hospital first applies restricted net 
position when an expense or outlay is incurred for purposes for which both restricted and 
unrestricted net position is available. 

Use of Estimates 

The preparation of financial statements in accordance with generally accepted accounting 
principles requires management to make estimates and assumptions that affect amounts reported 
in the financial statements and accompanying notes. Such estimates and assumptions could change 
in the future as more information becomes known, which could impact the amounts reported and 
disclosed herein. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 
(Continued) 

Restatement of Prior Year Financial Statements 

The previously issued financial statements for the year ended May 31, 2018, issued November 28, 
2018, have been restated for a change in accounting principle related to the recognition timing of 
certain operating grant revenues. The financial statements as of May 31, 2018 were affected by the 
restatement as follows: 

As Previously Increase As 
May 31, 2018 Reported (Decrease) Restated 

Statement of Net Position: 
Assets 

Current assets 

Prepaid expenses and other current assets $ 2,647,015 $ 300,878 $ 2,947,893 
Liabilities and Net Position 

Net position 
Unrestricted 2,238,113 300,878 2,538,991 

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

Intergovernmental transfer - operating grant income 3,481,651 49,979 3,531,630 

Operating income 1,869,948 49,979 1,919,927 
Increase in net position 3,187,049 49,979 3,237,028 
Net Position - beginning of year 3,414,827 250,899 3,665,726 

Net Position - end of year 6,601,876 300,878 6,902,754 
Statement of Cash Flows: 

Reconciliation of Operating (Loss) Income to Net Cash 
(Used In) Provided by Operating Activities: 

Operating (loss) income 1,869,948 49,979 1,919,927 

Adjustments to reconcile operating (loss) income 
to net cash (used in) provided by operating activities: 

Changes in: 
Prepaid expenses and other current assets 180,927 (49,979) 130,948 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 
(Continued) 

Cash and Cash Equivalents 

Cash and cash equivalents include investments in highly liquid debt instruments with original 
maturities of three months or less when purchased, excluding amounts whose use is limited by 
Board of Commissioners designation or other arrangements under trust agreements. 

Capital Assets 

The Hospital's capital assets are reported at historical cost. Contributed capital assets are reported 
at their estimated fair value at the time of their donation. Costs associated with capital asset 
acquisitions under $1,000 are generally expensed as incurred. All capital assets other than land are 
depreciated or amortized (in the case of capital leases) using the straight-line method of 
depreciation using these asset lives: 

Land improvements 15 to 20 years 
Buildings and improvements 20 to 40 years 
Equipment, computers and furniture 3 to 7 years 

Assets held under capital lease obligations are included in equipment. These assets have been 
recorded at the present value of the minimum lease payments, which approximates the fair market 
value of the leased assets (see Note 6). Amortization of leased assets is provided for using the 
straight-line method over the term of the related lease and is included in depreciation expense. 

Capitalized Interest 

Except for capital assets acquired through gifts, contributions, or capital grants, interest cost on 
borrowed funds during the period of construction of capital assets is capitalized as a component of 
the cost of acquiring those assets. There was no interest capitalized for the years ended May 31, 
2019 and 2018, respectively. Interest charged to expense amounted to $293,789 and $513,283 for 
fiscal years 2019 and 2018, respectively. 

Financing Costs 

Financing costs are expensed as incurred. 

Restricted Resources 

When the Hospital has both restricted and unrestricted resources available to finance a particular 
program, it is the Hospital's policy to use restricted resources before unrestricted resources. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 
(Continued) 

Grants and Contributions 

From time to time, the Hospital receives grants from the State of Louisiana, as well as contributions 
from individuals and private 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 either for specific operating 
purposes or for capital purposes. Amounts that are unrestricted or that are restricted to a specific 
operating purpose are reported as non-operating revenues. Amounts restricted to capital 
acquisitions are reported after non-operating revenues and expenses. 

Patient Accounts Receivable 

Patient accounts receivable are uncollateralized patient and third-party payor obligations reported 
at net realizable value, after deduction of allowances for estimated uncollectible accounts. The 
allowance for uncollectible accounts is based on historical losses and an analysis of currently 
outstanding amounts. This account is generally increased by charges to a provision for uncollectible 
accounts, and decreased by write-offs of accounts determined by management to be uncollectible. 

Net Position 

Net position of the Hospital is classified into three components. Net position 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 net position is non-capital net position that must be used for a particular 
purpose, as specified by creditors, granters, or contributors external to the Hospital, including 
amounts deposited with trustees as required by revenue bond indentures, discussed in Note 6. 
Unrestricted net position is remaining net position that does not meet the definition of invested in 
capital assets net of related debt or restricted. 

Operating Revenues and Expenses 

The Hospital's statement of revenues, expenses and changes in net position distinguishes between 
operating and non-operating revenues and expenses. Operating revenues result from exchange 
transactions associated with providing health care services - the Hospital's principal activity. 

Non-exchange revenues, including taxes, grants, and contributions received for purposes other than 
capital asset acquisition, are reported as non-operating revenues, when present. Operating 
expenses are all expenses incurred to provide health care services, other than financing costs. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 
(Continued) 

Compensated Absences 

The Hospital's employees earn paid time off (PTO) at varying rates depending upon length of service 
and other factors. Amounts earned, but not yet used, totaled $449,747 and $431,951, as of May 31, 
2019 and 2018, respectively. These amounts are reported as a component of employee 
compensation and payroll tax liabilities on the Hospital's statements of net position. 

Risk Management 

The Hospital 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. See Note 8 for further details. 

Designated Cash and Investments 

Assets limited as to use include cash, cash equivalents, and investments. These assets are 
designated as such in the accompanying statements of net position as they are held by bond 
trustees under related indenture agreements or designated as such by the Board of Commissioners. 

Amounts classified as current assets represent amounts to be used to meet certain debt service 
requirements and other obligations classified as current liabilities. 

Investments in debt and equity securities, when present, are reported at fair value except for short-
term highly liquid investments that have a remaining maturity at the time they are purchased of 
one year or less. These investments are carried at amortized cost. Interest, dividends, and gains and 
losses, both realized and unrealized, on investments in debt and equity securities are included in 
non-operating revenue when earned. Unrealized gains (losses) reflected in investment income were 
not significant in 2019 and 2018. 

Investments in associated companies, when present, are accounted for by the equity method of 
accounting under which the Hospital's share of the net income of the associated companies is 
recognized as income in the Hospital's statements of revenue, expenses and changes in net position 
and are added to the investment account. 

Inventories 

Inventories are valued at the latest invoice price, which approximates the lower of cost (first-in, 

first-out method) or market. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 
(Continued) 

Net Patient Service Revenue 

Net patient service revenue is reported at the estimated net realizable amounts from patients, 
third-party payors, and others for services rendered including estimated retroactive adjustments 
under reimbursement agreements with third-party payors. Retroactive adjustments with third-
party payors are accrued on an estimated basis in the period the related services are rendered and 
adjusted in future periods, as final settlements are determined. Net patient service revenue is 
reported net of provision for bad debts. 

Charity Care 

The Hospital provides care without charge or at amounts less than established rates to patients who 
meet certain criteria under its charity care policy. Because the Hospital does not pursue collection 
of amounts determined to qualify for charity care, they are not reported as revenue. The Hospital 
maintains records to identify and monitor the level of charity care it provides. These records reflect 
the amount of charges foregone for services and supplies furnished under its charity care policy 
which totaled $227,971 in fiscal 2019 and $8,256 in fiscal 2018. The cost of charity care services 
provided during fiscal years 2019 and 2018 was estimated to be approximately $66,697 and $2,287, 
respectively, calculated by applying the cost to charge ratio from the latest Medicare cost report to 
charges forgone. 

Eiectronic Heaith Records Incentive Program 

The Electronic Health Records Incentive Program, enacted as part of the American Recovery and 
Reinvestment Act of 2009, provides for one-time incentive payments under both the Medicare and 
Medicaid programs to eligible hospitals that demonstrate meaningful use of certified electronic 
health records technology (EHR). Payments under the Medicaid program are generally made for up 
to four years based upon a statutory formula, as determined by the state, which is approved by the 
Centers for Medicare and Medicaid Services. Payment under both programs are contingent on the 
Hospital continuing to meet escalating meaningful use criteria and any other specific requirements 
that are applicable for the reporting period. The final amount for any payment year under both 
programs is determined based upon an audit by the fiscal intermediary. Events could occur that 
would cause the final amounts to differ materially from the initial payments under the program. 
The Hospital will recognize revenue ratably over the reporting period starting at the point when 
management is reasonably assured it will meet all of the meaningful use objectives and any other 
specific grant requirements applicable for the reporting period. EHR funding of $3,724 and 
$260,249 was recognized for the years ended May 31, 2019 and 2018, respectively, and included as 
a component of other operating revenue on the statements of revenues, expenses and changes in 
net position. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 
(Continued) 

Investment Income 

Interest on cash and deposits is included in nonoperating revenues when earned. 

Reclassifications 

Certain reclassifications have been made to the prior year's accounts to conform to the current year 
presentation. These reclassifications had no effect on previously reported results of operations or 
net position. 

Impact of Recently Adopted Accounting Pronouncements 

During the year ended May 31 2019, the Hospital adopted one new statement of financial 
accounting standards issued by GASB, Statement No. 63, Certain Asset Retirement Obligations. 

GASB 83 addresses accounting and financial reporting for certain asset retirement obligations 
(AROs). An ARO is a legally enforceable liability associated with the retirement of a tangible capital 
asset. This Statement establishes guidance for determining the timing and pattern of recognition for 
liabilities and corresponding deferred outflow of resources related to AROs. Existing laws and 
regulations require governments to take specific actions to retire certain capital assets. Other 
obligations to retire certain capital assets may arise from contracts or court judgments. 

Under GASB 83, a government that has legal obligations to perform future asset retirement 
activities related to its tangible capital assets is required to recognize a liability and a corresponding 
deferred outflow of resources. The guidance also identifies the circumstances that trigger 
recognition of these transactions. GASB 83 requires the measurement of an ARO to be based on the 
best estimate of the current value of outlays expected to be incurred. The deferred outflow of 
resources associated with an ARO is measured at the amount of the corresponding liability upon 
initial measurement and generally recognized as an expense during the reporting periods that the 
asset provides service. Disclosure requirements include a general description of the ARO and 
associated tangible capital assets, the source of the obligation to retire the assets, the methods and 
assumptions used to measure the liability, and other relevant information. There was no impact on 
the Hospital's financial statements as a result of the implementation of GASB 83. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF ACCOUNTING POLICLIES 
(Continued) 

Accounting Pronouncements Recently Issued But Not Yet Effective 

GASB has issued the following pronouncements that may affect future financial position, results of 
operations, cash flows, or financial presentation of the Authority upon implementation. 
Management has not yet evaluated the effect of implementation of these standards. 

GASB 
Statement Effective 

No^ GASB Accounting Standard Fiscal Year 

84 Fiduciary Activities 2020 
SI Leases 2021 

NOTE 2: NET PATIENT SERVICE REVENUE 

Net patient service revenue is reported at the estimated net realizable amounts billed to patients, 

third-party payors, and others for services rendered. The Hospital provides medical services to 

government program beneficiaries and has agreements with other third-party payors that provide 

for payments at amounts different from established rates. These payment arrangements include 
prospectively determined rates per discharge, reimbursed costs, discounted charges, and per diem 

payments. The Hospital's provision for bad debts is classified as a reduction to net patient service 
revenue. During the years ended May 31, 2019 and 2018, approximately 84% and 81%, respectively, 

of the Hospital's gross patient revenue was derived from Medicare and Medicaid program 

beneficiaries. 

Retroactive settlements are provided for in some of the government payment programs outlined 

above, based on annual cost reports. Such settlements are estimated and recorded as amounts due 

to or from these programs in the accompanying financial statements. The differences between 

these estimates and final determination of amounts to be received or paid are based on audits by 

fiscal intermediaries and are reported as adjustments to net patient service revenue when such 

determinations are made. 

-16-



Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 2: NET PATIENT SERVICE REVENUE (Continued) 

The Hospital is unable to predict the future course of federal, state, and local regulation or 

legislation, including Medicare and Medicaid statutes and regulations. Future changes could have a 

material adverse effect on the future financial results of the Hospital. 

As a result, there is at least a reasonable possibility that recorded estimates could change by a 
material amount in the near term. Settlements through May 31, 2014 and 2010, for the Medicare 
and Medicaid programs, respectively, have been reviewed by program representatives, and 
adjustments have been recorded to reflect any revisions to the recorded estimates. These 
adjustments resulted in increases (decreases) in net patient service revenue of $349,571 and 
($35,713) in 2019 and 2018, respectively. The effect of any adjustments that might be made to cost 
reports still subject to review will be reported in the Hospital's financial position or results of 
operations as such determinations are made. 

The Hospital participates in Medicaid supplemental payment programs, as detailed in Note 11, to 

provide adequate and essential medically necessary health care services to the citizens in its 

community who are low income and/or indigent patients. The Hospital recognized $3,102,998 and 

$4,800,000, in revenues associated with these programs during the fiscal years ended May 31, 2019 

and 2018, respectively, which are included as a component of net patient service revenue. 

NOTE 3: DEPOSITS AND INVESTMENTS 

Louisiana state statutes authorize the Hospital to invest in direct obligations of the U.S. Treasury 

and other federal agencies, time deposits with state banks and national banks having their principal 

office in the State of Louisiana, guaranteed investment contracts issued by highly rated financial 
institutions, and certain investments with qualifying mutual or trust fund institutions. 

In 2006, the Hospital adopted Governmental Accounting Standards Board Statement No. 40 (GASB 

40), Deposit and Investment Risk Disclosures, which requires additional disclosures of investment 

risks related to credit risk, concentration of credit risk, interest rate risk, and foreign currency risk 

associated with interest-bearing investments. Such disclosures required by GASB 40 and applicable 

to the Hospital are reflected below. 

Interest Rate Risk 

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. However, the 

Hospital currently invests only in short-term cash equivalents whose fair value approximates cost. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 3: DEPOSITS AND INVESTMENTS (Continued) 

Credit Risk 

Louisiana's statutes also require that all the deposits of the Hospital be protected by insurance or 
collateral. The market value of collateral pledged must equal 100% of the deposits not covered by 
insurance. The Hospital's bank deposits consist of demand deposit accounts and certificates of 
deposit. As of May 31, 2019, the Hospital's deposits were fully insured or collateralized with 
securities held by the agent of the pledging banks in the Hospital's name. Statutes authorize the 
Hospital to invest in obligations of the U.S. Treasury, agencies, and instrumentalities, commercial 
paper rated A-1 by Standard & Poor's Corporation or P-1 by Moody's Commercial Paper Record, 
and bankers' acceptances. 

Concentration of Credit Risk 

The Hospital places no limit on the amount it may invest in any one issuer. At May 31, 2019, the 
Hospital's invested funds consisted of certificates of deposit included in assets limited as to use. The 

Hospital maintained deposits in two financial institutions in excess of FDIC insurance limits, 
however, as discussed above, the funds were covered by collateral held by the financial institutions 

in the Hospital's name. 

As of May 31, 2019 and 2018, all of the Hospital's deposits are included in the Hospital's statements 
of net position as follows: 

May 31, 2019 2018 

Current assets 
Cash and cash equivalents 
Assets limited as to use, current portion 

Noncurrent assets 
Assets limited as to use 

$ 5,841,104 $ 6,504,324 

526,308 526,308 

1,014,298 721,006 

$ 7,381,710 $ 7,751,638 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 4: ASSETS LIMITED AS TO USE 

The terms of the Hospital's Revenue Bonds require funds to be maintained on deposit in certain 
accounts with the trustee (see Note 6). The funds on deposit in the accounts are required to be 
invested by the trustee in accordance with the terms of the bond resolution. In addition, the 
Hospital's Board of Commissioners has certain assets pledged to fulfill the requirements of the 
Louisiana Patients Compensation Fund. 

The composition of assets whose use is limited as of May 31, 2019 and 2018 was as follows: 

May 31, 2019 2018 

Pledged by board for specific purposes 

Certificates of deposits S 127,930 $ 127,866 

Externally designated as collateral 
Certificates of deposits 200,745 

Required by bond resolutions (primarily interest bearing 
cash and certificates of deposits) 

Series 2010 reserve fund 

Series 2010 contingencies fund 

Litigation research fund 
Short-lived asset depreciation reserve fund 

428,320 
430,521 

52,426 
300,664 

382,143 
384,343 

52,449 
300,513 

1,211,931 1,119,448 

Total assets limited as to use 

Less: current portion 
1,540,606 
(526,308) 

1,247,314 
(526,308) 

Noncurrent assets limited as to use S 1,014,298 $ 721,006 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 5: CAPITAL ASSETS 

Capital asset activity as of and for the year ended May 31, 2019, was as follows: 

June 1, May 31, 
2018 Additions Disposals Transfers 2019 

Capital assets, not being 
depreciated 

Land $ 341,296 $ - $ - S - $ 341,296 
Construction in progress 192,070 23,244 (192,070) 23,244 

Total capital assets, 
not being depreciated 533,366 23,244 (192,070) 364,540 

Capital assets, being 
depreciated 
Land improvements 608,422 - - - 608,422 
Buildings 28,331,075 369,451 - 34,104 28,734,630 
Equipment 16,457,708 373,579 (336,735) 157,966 16,652,518 

Total capital assets, 
being depreciated 45,397,205 743,030 (336,735) 192,070 45,995,570 

Less: accumulated 
depreciation (35,487,141) (1,188,001) 336,735 (36,338,407) 

Total capital assets, being 
depreciated, net 9,910,064 (444,971) 192,070 9,657,163 

Hospital capital assets, net $ 10,443,430 $ (421,727) $ - $ - $ 10,021,703 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 5: CAPITAL ASSETS (Continued) 

Capital asset activity as of and for the year ended May 31, 2018, was as follows: 

June 1, May 31, 
2017 Additions Disposals Transfers 2018 

Capital assets, not being 
depreciated 

Land 
Construction in progress 

$ 341,296 
430,504 

$ - $ 
1,900,591 

- S 
- (2,139,025) 

$ 341,296 
192,070 

Total capital assets, 
not being depreciated 771,800 1,900,591 - (2,139,025) 533,366 

Capital assets, being 
depreciated 
Land improvements 
Buildings 
Equipment 

608,422 
26,131,599 
16,396,908 

108,954 
119,025 

2,090,522 
(58,225) 

608,422 
28,331,075 
16,457,708 

Total capital assets, 
being depreciated 43,136,929 227,979 2,032,297 45,397,205 

Less: accumulated 
depreciation (34,436,268) (1,106,016) 55,143 (35,487,141) 

Total capital assets, being 
depreciated, net 8,700,661 (878,037) 2,087,440 9,910,064 

Hospital capital assets, net $ 9,472,461 $ 1,022,554 $ - $ (51,585) $ 10,443,430 

The Hospital leases certain major movable and other immovable equipment under operating leases 
and capital leases. Refer to Note 6 for amounts relating to these leases. 

NOTE 6: DEBT 

Short-term Debt 

In November 2017, the Hospital financed $103,392 related to insurance premiums for its 
professional and general liability, crime and cyber policies. Under the financing agreement, which 
bears interest at 6.39%, principal and interest payments are due in 11 consecutive monthly 
installments of $9,702 beginning December 2017. The balance of this financial agreement was paid 
off in November 2018. 
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Morehouse Parish Hospital Service District No. 1 
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Notes to Financial Statements 

NOTE 6: DEBT (Continued) 

In January 2018, the Hospital financed $78,859 related to its worker's compensation insurance 
premiums. Under the financing agreement, which bore interest at 6.72%, principal and interest 
payments were due in 11 consecutive monthly installments of $7,412 beginning February 2018. The 
balance of this financial agreement was paid off in December 2018. 

In October 2018, the Hospital financed $217,989 related to insurance premiums for its professional 
and general liability, automobile, directors and officers, and crime and cyber policies. Under the 
financing agreement, which bears interest at 6.93%, principal and interest payments are due in 11 
consecutive monthly installments of $20,510 beginning December 2018. The balance of this 
financial agreement was $80,871 at May 31, 2019. 

In January 2019, the Hospital financed $89,761 related to its worker's compensation insurance 
premiums. Under the financing agreement, which bears interest at 6.93%, principal and interest 
payments are due in 11 consecutive monthly installments of $8,446 beginning February 2019. The 
balance of this financial agreement was $49,664 at May 31, 2019. 

Changes in the Hospital's short-term debt for the years ended May 31, 2019 and 2018 were as 
follows: 

June 1, May 31, 
2018 Additions Reductions 2019 

Short-term debt 
Insurance premium financing: 

Professional, general 
liability, crime, cyber 

Worker's compensation 
$ 47,746 $ 217,989 $ (184,864) $ 

50,742 89,761 (90,839) 
80,871 
49,664 

Total short-term debt s 98,488 s 307,750 S (275,703) S 130,535 

June 1, May 31, 
2017 Additions Reductions 2018 

Short-term debt 
Insurance premium financing: 

Professional, general 
liability, crime, cyber s - s 103,392 S (55,646) s 47,746 

Worker's compensation - 78,859 (28,117) 50,742 

Total short-term debt s - s 182,251 S (83,763) s 98,488 
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Notes to Financial Statements 

NOTE 6: DEBT (Continued) 

Long-term debt activity as of and for the years ended May 31, 2019 and 2018 was as follows: 

June 1; May 31, Due Within Long-term 
2018 Additions Reductions 2019 One Year Portion 

Long-term Debt 
Hospital revenue bonds, 

Series 2008A S 3,884,581 s $ (119,193) $ 3,765,388 $ 156,259 S 3,609,129 
Series 2010 5,749,404 - (311,249) 5,438,155 324,132 5,114,023 
Series 2012 1,192,425 - (284,650) 907,775 293,464 614,311 

Settlement • 219,243 (50,000) 169,243 50,000 119,243 
Certificate of indebtedness 1,019,808 - (668,818) 350,990 350,990 • 
Note payable 38,000 183,369 (27,667) 193,702 22,219 171,483 
Capitallease obligations 59,623 262,000 (41,112) 280,511 72,799 207,712 

Total long-term debt S 11,943,841 S 664,612 $ (1,502,689) $ 11,105,764 $ 1,269,863 S 9,835,901 

June 1, May 31, Due Within Long-term 
2017 Additions Reductions 2018 One Year Portion 

Long-term Debt 
Hospital revenue bonds, 

Series 2008A $ 3,996,742 $ $ (112,161) $ 3,884,581 $ 124,826 $ 3,759,755 
Series 2010 6,049,214 - (299,810) 5,749,404 312,805 5,436,599 
Series 2012 1,468,597 - (276,172) 1,192,425 284,690 907,735 

Certificate of indebtedness 1,340,380 - (320,572) 1,019,808 607,500 412,308 
Note payable - 50,000 (12,000) 38,000 14,400 23,600 
Capital lease obligations 142,941 - (83,318) 59,623 37,110 22,513 

Total long-term debt S 12,997,874 S 50,000 S (1,104,033) $ 11,943,841 $ 1,381,331 $ 10,562,510 
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Notes to Financial Statements 

NOTE 6: DEBT (Continued) 

Long-term debt and capital lease obligations as of May 31, 2019 and 2018 consisted of the 
following: 

>4s of May 31, 2019 2018 

Hospital revenue bonds. Series 2008A (A) S 3,765,388 $ 3,884,581 
Hospital revenue bonds. Series 2010 (B) 5,438,155 5,749,404 
Hospital revenue bonds. Series 2012A (C) 907,775 1,192,425 
Certificate of indebtedness (D) 350,990 1,019,808 
Capital lease obligations (E) 280,511 59,623 
Notes payable (F) 193,702 38,000 
Settlement payable (G) 169,243 -

11,105,764 11,943,841 
Less: current maturities (1,269,863) (1,381,331) 

Total long-term debt and capital leases S 9,835,901 $ 10,562,510 

(A) As a component of its plan for physical plant improvements, other capital assets acquisition, 
and overall financial restructuring, on September 26, 2008, the Hospital issued a Taxable 

Hospital Revenue Bond (USDA-90% Guaranteed), Series 2008A in the amount of $4,643,050 as 
authorized by a resolution enacted September 24, 2008. 

The Hospital is required to make monthly payments beginning October 1, 2008 and continuing 
on the first day of each month thereafter through the scheduled maturity date of September 
26, 2037. Payments are applied first to accrued interest, and then to principal. The bond bore 
interest at a fixed rate of 7.5% through October 1, 2014. Effective October 2, 2014, the interest 
rate is a variable rate equal to the prevailing prime rate as published in the Wall Street Journal 
(WSJ) on the first business day of each calendar quarter (January 1, April 1, July 1, and October 
1). The amount of monthly payments, initially $32,767, is adjusted to accommodate changes in 
the interest rate, and was $30,240 at May 31, 2019 to reflect a 5.50% interest rate. 

The bond is secured by (i) an irrevocable pledge and assignment of the net revenues (as defined 
in the bond resolution) of the Hospital; (ii) a first mortgage on the Hospital; and (ill) a first 

security interest in equipment (as defined in the Bond Resolution). The pledge of net revenues 
was subject to the lien of the existing outstanding debt obligations detailed above prior to the 

refunding of those obligations in November 2009. The bond is guaranteed by the United States 

Department of Agriculture-Rural Development-Business and Cooperative Programs at a rate of 

90% of the principal and interest of any loss that might occur, subject to stipulated conditions. 
The bond is subject to optional redemption by the Hospital at redemption processes and dates 

as defined in the bond resolution. 
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NOTE 6: DEBT (Continued) 

The Hospital Board of Commissioners had passed resolutions to issue Bond Anticipation Notes, 
Series 2009A (the Notes) to provide interim financing prior to the issuance of the Series 2010 
Bonds described in the subsequent paragraph. Upon issue on November 3, 2009, these Notes 

were utilized for the purposes of constructing and acquiring improvements, extensions and 
replacements to facilities and the advance refunding of existing long-term debt obligations, and 
bore interest at a variable rate of (WSJ prime +0.50). These interim obligations in anticipation of 

the Series 2010 issuance were issued on parity with the Series 2008A issue. 

(B) The outstanding principal balance plus accrued interest were repaid with the issuance of the 

Series 2010 Bonds on November 3, 2010. On November 3, 2010 the Hospital issued $7,874,000 
of additional parity bonds (Series 2010 Bonds) which were purchased directly by the United 
States Department of Agriculture in conjunction with its Rural Development - Community 

Facilities Program. The Series 2010 bonds were issued by Hospital under the authority of the 
Supplemental and Restated Bond Resolution. The proceeds of the bond issue were utilized to 

repay the Series 2009A Bond Anticipation Notes in the amount of $5,880,083 (principal) and 
$148,893 (accrued interest). The balance of the proceeds was disbursed to the Hospital for the 

purposes authorized in the Supplemental and Restated Bond Resolution. 

The Hospital is required to make monthly payments of $43,859 beginning December 3, 2010 
and continuing on the same day of each month thereafter through the scheduled maturity date 

of November 3, 2032. Payments are applied first to accrued interest, and then to principal. The 
bond is scheduled to bear interest at a fixed rate of 3.75% through maturity. 

The Series 2010 Bonds are secured by the income and revenues of the Hospital, and the 
Multiple Indebtedness Mortgage and Security Agreement previously filed in connection with 

the issuance of the Series 2008A bonds discussed above. 

Restrictive Covenant and Other Compliance Considerations Series 2008 and 2010: 

The supplemental and restated bond resolution relative to the Hospital's Series 2008 and 2010 
bond issuances contains multiple covenants and conditions including a 1.2 to 1.0 current ratio, 

and a debt to tangible net worth requirement not to exceed 9.0 to 1.0 ratio as determined in 
accordance of Generally Accepted Accounting Principles and a provision for acceleration of 

maturity if an "event of default", as described in the resolution occurs. 

Under the terms of the obligations referred to in (A) and (B) above, the Hospital is required to 

maintain certain deposits with a trustee. Such deposits are included with assets limited as to 
use in the statements of net position. The supplemental and restated bond resolution relative 

to the Hospital's Series 2008A and 2010 bond issuances also places limits on the incurrence of 
additional borrowings. 
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NOTE 6: DEBT (Continued) 

(C) On June 21, 2012, the Hospital issued $2,248,489 of noninterest bearing Hospital Revenue 
Bonds, Series 2012A for the purpose of funding an energy efficient retrofit to the physical plant 
of the Hospital, including acquisition, construction, and installation of improvements in 

connection with the project, and to pay costs of issuance of the related financing. The Bonds 
require a servicing fee at an annual rate of 0.5% to be paid to the holder on April 30 of each 

year. The bond is subject to mandatory amortized redemption in annual installments beginning 
May 30, 2015 through maturity on May 30, 2022. 

Annual principal payments range from $252,077 to $311,810. The Bonds are issued in 
accordance with the terms of a Loan and Security Agreement as of June 1, 2012, by and 
between the Hospital and the Louisiana Public Facilities Authority (the LPFA). The LPFA is 

purchasing the Bonds with funds from the Louisiana Department of Natural Resources (the 

LDNR) Empower Louisiana Flex Fund Revolving Loan Program. In connection with the Loan 
Agreement, the Hospital entered into a Disbursement Agreement whereby the proceeds of the 
Bonds would be deposited with a local bank as "Escrow Agenf and disbursed pursuant to 

requisitions made by the Hospital and approved by LDNR to ensure compliance with the 
Program. As of May 31, 2018, the balance of the escrow had been fully requisitioned by the 

Hospital. 

The 2012A Series Bonds are secured by the income and revenues of the Hospital and all 
equipment acquired from proceeds of the Bonds installed in the Hospital facility in connection 

with the energy efficient retrofit project. 

(D) Certificate of Indebtedness Issuance - Series 2012 

In May 2012, the Hospital issued a certificate of indebtedness, series 2012, for $430,000 which 
bore a fixed interest rate of 3.25%. The Hospital was required to make monthly payments of 
$7,778 beginning June 15, 2012 and continuing on the same date of each month thereafter 

through the scheduled maturity date of May 15, 2017 when the issue was retired. The issuance 
was used for the purpose of paying expenses related to the purchase and acquisition of 

electronic medical records, equipment and software, and to pay costs of issuance of the related 
financing. 

Certificate of Indebtedness Issuance - Series 2015 

The Hospital issued a certificate of indebtedness, series 2015, on October 29, 2015 in an 
amount authorized up to $2,800,000 for the purpose of paying current expenses (including 

costs of acquisition, operation and maintenance of equipment) and to pay costs of issuance of 
the certificate. 
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The certificate had a variable interest rate equal to the prime rate as published in the Wall 
Street Journal, plus 1.0% adjusted daily, with a minimum (floor) rate of 5.0% and a maximum 
(cap) rate of 8.0% or from the most recent interest payment date to which interest has been 

paid or duly provided for. Interest accrued only against principal drawn and outstanding. 

The first payment of accrued interest was due January 1, 2016, with subsequent payments of 

interest due on each April 1, July 1, October 1, and January 1 during the term of this certificate. 
The certificate was replaced upon maturity with the issuance of the series 2016 certificate of 

indebtedness on December 1, 2016. 

Certificate of Indebtedness Issuance - Series 2016 

The Hospital issued a series 2016 certificate of indebtedness on December 1, 2016 in an amount 
authorized up to $2,800,000 for the purpose of paying current expenses (including costs of 
acquisition, operation and maintenance of equipment) and to pay costs of issuance of the 

certificate. This certificate replaced the series 2015 certificate that matured October 31, 2016. 

The series 2016 certificate had a variable interest rate equal to the prime rate as published in 

the Wall Street Journal, plus 1.0% adjusted daily, with a minimum (floor) rate of 5.0% and a 
maximum (cap) rate of 8.0% or from the most recent interest payment date to which interest 

has been paid or duly provided for. Interest accrued only against principal amounts drawn and 
outstanding. 

The first payment of accrued interest was due January 1, 2017, with subsequent payments of 
interest due on April 1, July 1, October 1, and January 1 during the term of this certificate. The 
certificate was replaced upon maturity with the issuance of the series 2017 certificate of 

indebtedness on December 1, 2017, at which time the outstanding balance was $1,340,380. 

Certificate of Indebtedness Issuance - Series 2017 

The Hospital issued a series 2017 certificate of indebtedness on December 1, 2017 to replace 
the series 2016 certificate of indebtedness upon its maturity. 

The series 2017 certificate has a variable interest rate equal to the prime rate as published in 
the Wall Street Journal, plus 1.0% adjusted daily, with a minimum (floor) rate of 5.0% and a 
maximum (cap) rate of 8.0% or from the most recent interest payment date to which interest 

has been paid or duly provided for. The interest rate at May 31, 2019 was 5.0%. 

Hospital is required to make monthly payments of principal and interest of $58,804 beginning 
January 1, 2018 and continuing on the same day of each month thereafter through the 
scheduled maturity date of December 1, 2019. As of May 31, 2019, the outstanding balance on 
this certificate was $350,990. 
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The certificate is secured by an irrevocable pledge and dedication of revenues, including (1) 
proceeds to be derived by the Issuer from the levy and collection of an 8 mills ad valorem tax to 
be levied each year through the year 2021, authorized at an election held in the issuer on 

November 19, 2021; and (11) the Louisiana Department of Health's Uncompensated Care 
reimbursement payments as set forth in the resolution. 

(E) In January 2015, the Hospital entered into a $174,103 capital lease for medical equipment. The 
capital lease, which bears interest at a rate of 4.97%, is payable in 60 monthly principal and 

interest installments of $3,270 beginning January 2015 and continuing to maturity at December 
31, 2019. As of May 31, 2019, the outstanding balance on this capital lease was $22,513. 

On October 29, 2018, the Hospital entered into a $262,000 capital lease for medical equipment. 
The capital lease, which bears interest at a rate of 8.48% after an initial six interest-free months, 

is payable in 54 monthly principal and interest installments of $5,853 beginning May 2019 and 
continuing to maturity at October 2023. As of May 31, 2019, the outstanding balance on this 

capital lease was $257,998. 

(F) On August 2, 2017, the Hospital signed a $50,000 promissory note related to the purchase of 
real estate. The note, which does not bear interest, is payable in 12 monthly installments of 
$1,200 beginning August 2017, with one final payment of $800 due upon maturity on December 

31, 2020. As of May 31, 2019, the outstanding balance on this note was $23,600. 

On October 1, 2018, the Hospital signed a $183,368 promissory note with a financial institution 

in connection with the purchase of building and equipment with a total cost of $225,000. The 
note bears interest at 5.99%. Principal and interest payments are payable in 83 monthly 
installments of $1,555 beginning November 1, 2018 plus one final payment of $119,553, due 

upon maturity on October 1, 2025. As of May 31, 2019, the outstanding balance on this note 
was $170,102. This note is collateralized by a certificate of deposit, the carrying value of which 

was $200,745 as of May 31, 2019. Such amount is included with assets limited as to use in the 
statements of net position. 

(G) In August of 2012, the Hospital was notified of a judgment by an appellate court in favor of the 
plaintiff relative to long-standing litigation. Management recorded a liability in the amount 

$219,243, which represented the full amount of the ordered settlement. As of May 31, 2018, 
the Hospital had also cumulatively accrued an additional $180,427 in judicial interest in 

connection with the settlement liability. 

On September 28, 2018, the Hospital reached a settlement and release agreement related to 
this long-standing litigation. Under the terms of the agreement, accrued judicial interest will be 
waived and the judgement dismissed upon fulfillment of structured payments totaling 

$219,243, the principal judgement amount. The principal balance is payable in four annual 
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installments of $50,000 beginning September 2018 followed by a final payment of $19,243 on 
September 1, 2022. The outstanding balance of this liability at May 31, 2019 was $169,243. Prior 

accrued judicial interest of $180,427 was relieved against interest expense during the year ended 
May 31, 2019. 

Scheduled principal and interest payments on long-term debt and future minimum rental 

commitments payable on capital lease obligations are as follows as of May 31, 2019: 

Bonds Payable Certificate of Indebtedness Capital Leases Payable 
Year ending May 31: Principal Interest Principal Interest Principal Interest 

2020 $ 773,855 $ 405,552 $ 350,990 $ 1,834 $ 72,799 $ 20,326 
2021 802,521 385,923 54,805 15,432 
2022 834,245 363,508 59,609 10,628 
2023 545,894 340,048 64,834 5,403 
2024 569,596 316,347 28,464 802 
2025 - 2029 3,261,845 1,167,870 
2030 - 2034 3,128,945 388,277 
2035 - 2039 194,417 3,465 

Total $10,111,318 $ 3,370,990 $ 350,990 $ 1,834 $ 280,511 $ 52,591 

Notes Payable Settlement Payable Total 
Year ending May 31: Principal Interest Principal Interest Principal Interest 

2020 $ 22,219 $ 9,287 $ 50,000 $ S 1,269,863 $ 436,999 
2021 18,251 6,910 50,000 925,577 408,265 
2022 9,616 9,045 50,000 953,470 383,181 

2023 10,217 8,444 19,243 640,188 353,895 
2024 10,834 7,827 608,894 324,976 
2025 - 2029 122,565 9,914 3,384,410 1,177,784 
2030 - 2034 3,128,945 388,277 
2035 - 2039 194,417 3,465 

Total $ 193,702 $ 51,427 $ 169,243 $ $ 11,105,764 $ 3,476,842 

The cost of all leased assets included under the equipment caption on the statement of net position 

totaled $433,989 and $171,989 at May 31, 2019 and 2018, respectively. The related accumulated 

amortization was $149,291 and $84,327, at May 31, 2019 and 2018, respectively. 

Expenses resulting from amortization of assets recorded under capital leases are included with 
depreciation expense. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 7: EMPLOYEE RETIREMENT PLANS 

Hospital service districts are authorized under Louisiana R.S. 46:1068 to establish and maintain 
pension and retirement systems making contributions from hospital service district funds. During 
the years ended May 31, 2019 or 2018, the Hospital sponsored two defined contribution retirement 
plans as follows: 

Morehouse General Hospital Monev Purchase Pension Plan & Trust 

Prior to the plan's termination on December 31, 2017, the Hospital was required to contribute 7.5% 
of a plan participant's annual compensation. The plan provided for the contributions (and interest 
allocated to the employee's account) to become partially vested after three years of continuous 
employment and fully vested after seven years of continuous employment. The unvested portion of 
an account of an employee who terminated employment before becoming fully vested was used to 
reduce the Hospital's current year contribution. 

There was not a contribution payable at May 31, 2019 or 2018. The changes in the Hospital's 
contributions payable to the plan were as follows for the fiscal years ended May 31, 2019 and 2018: 

Fiscal Year 
Ended May 31^ 

Contributions 
Payable 

Beginning 
ofYear 

Contribution 
Expense 

Recognized* 
Remittance 

to Plan* 

Contributions 
Payable 

End of Year 

2019 
2018 

s - s - s - s 
$ 1,286,733 $ 164,632 $ (1,451,365) $ 

* Includes the utilization of forfeitures of former participant's non-vested accounts of $203,581 
for fiscal year 2018. 

The contribution expense recognized (net of forfeitures), as reflected in the table above, is included 
as a component of salaries and benefits in the accompanying statements of revenues, expenses and 
changes in net assets, for the years ended May 31, 2019 and 2018, respectively. Substantially all 
employees of the Hospital were covered by the plan prior to its termination on December 31, 2017. 
Total payroll for all employees while the plan was in effect was approximately $5,678,000 for the 
year ended May 31, 2018. 

Morehouse General Hospital Tax Deferred Savings Plan 

This plan, which qualifies as a tax-sheltered annuity plan under Section 403(b) of the Internal 
Revenue Code, covers all employees who elect to participate. The plan allows participants to defer 
a portion of their annual compensation. The amount of annual contributions to the plan by 
participants is subject to certain limitations as defined in the plan document. Plan participants vest 
100% immediately in their contributions and investment earnings thereon. The plan document 
allows for discretionary employer contributions to be made to the plan. The Hospital did not elect 
to make discretionary employer contributions for the years ended May 31, 2019 and 2018 and, 
accordingly, no contribution expense was recognized. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 8: COMMITMENTS AND CONTINGENCES 

Management Contract 

Effective May 23, 2016, the Hospital entered into a management agreement with a healthcare 

consulting and management company to assume the authority and responsibility for oversight of 

the day-to-day administration, management, and direction of the operations of the Hospital, 

subject to the Hospital's control as stipulated in the terms of the agreement. In addition to 

overseeing the day-to-day operations, the management company makes recommendations to the 

Hospital's board of commissioners regarding matters of facility improvements and expansion, public 

relations, provider and payor relationships and strategic planning. 

Under the terms of the agreement, the management company provides the Hospital's chief 

executive officer and chief financial officer as direct employees, for which the Hospital pays the 

management company a monthly fee equal to their salaries and benefits. The Hospital also pays a 

monthly fee of $30,000 to the management company for other management and support services 

provided. The term of the agreement began on the effective date and continues for a period of 36 

months. Following the initial term, the agreement automatically renews for successive 12-month 

terms, subject to either party's written notification of termination. The agreement contains 

provisions that allow either party to terminate the agreement immediately with cause, as defined. 

Either party may terminate the agreement without cause following the initial 12 months by 

providing 90 days' notice to the other party. Subject to the initial three year term the management 

fee is subject to inflationary increases. 

Self-Insurance Claims and Litigation 

Since November 1, 2002, the Hospital has been self-insured for individual medical malpractice 
claims up to $100,000. For individual malpractice claims in excess of $100,000, the Hospital 
participates in the State of Louisiana Patient Compensation Fund (the Fund). The Fund provides 
malpractice insurance coverage on a claims-made basis for claims up to the statutory maximum 
exposure of $500,000, which currently exists under Louisiana law, plus interest and future medical 
costs. The Hospital has purchased additional malpractice insurance providing coverage up to 
$2,500,000 taken together. 

The Hospital is self-insured for the general liability claims up to $50,000. The Hospital has purchased 
commercial insurance that provides first-dollar coverage for workers' compensation claims and 
health insurance claims. 

The Hospital is a defendant in a number of other legal actions arising in the ordinary course of 

business. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 8: COMMITMENTS AND CONTINGENCES (Continued) 

A roll forward of the Hospital's estimated liability for litigation and self-insurance claims follows: 

Total Total Estimated 

Liability at New Claims Converted to Accrued Liability at Amount due 
Beginning and Changes Claim Settlement Interest End Within 

Year Ended May 31, of Year In Estimates Payments Payable Relieved of Year One Year 

2019 $ 706,572 $ 37,613 $ (37,613) $ (219,243) $ (180,427) $ 306,902 $ 306,902 
2018 $ 696,573 $ 99,202 $ (89,203) $ - $ - $ 706,572 $ 399,670 

Recovery Audit Contractors 

To ensure accurate payments to providers, the Tax Relief and Healthcare Act of 2006 mandated the 
Centers of Medicare & Medicaid Services (CMS) to implement a Recovery Audit Contractor (RAC) 
and Medicaid Integrity Contractor (MIC) programs on a permanent and nationwide basis no later 

than 2010. 

The program uses RACs and MICs to search for potentially improper Medicare and Medicaid 
payments that may have been made to health care providers that were not detected through 
existing CMS program integrity efforts, on payments that have occurred at least one year but not 
longer than three years. Once a RAC or MIC identifies a claim it believes to be improper, it makes a 
deduction from the provider's Medicare or Medicaid reimbursement in an amount estimated to 
equal the overpayment. 

The Hospital will deduct from revenue amounts assessed under the RAC and MIC audits at the time 

of notice received until such time that estimates of net amounts due can be reasonably estimated. 
Continued RAC and MIC assessments are anticipated; however, the outcome of any such 

assessments is unknown and cannot be reasonably estimated. Management's experience has 
determined that RAC and MIC assessments have been immaterial to date. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 9: GOVERNMENT REGULATIONS 

The health care industry is subject to numerous laws and regulations of federal, state and local 
governments. The Hospital believes that it is in compliance with ail applicable laws and regulations 
and is not aware of any pending or threatened investigations involving allegations of potentially 
significant wrongdoing. However, compliance with such laws and regulations can be subject to 
future government review and interpretation, as well as regulatory actions unknown or unasserted 
at this time. These laws and regulations include, but are not limited to, accreditation, licensure, 
government health care program participation requirements, reimbursement for patient services, 
and Medicare and Medicaid fraud and abuse. 

Recently, government activity has increased with respect to investigations and allegations 
concerning possible violations of fraud and abuse statutes and regulations by health care providers. 
Violations of these laws and regulations could result in exclusion from government health care 
program participation, together with the imposition of significant fines and penalties, as well as 
significant repayment for past reimbursement for patient services received. 

NOTE 10: CONCENTRATION OF CREDIT RISK 

The Hospital grants credit without collateral to its patients, most of who are local residents and are 
insured under third-party payor agreements. The mix of receivables due from patients and third-
party payors was as follows: 

May 31 2019 2018 

Medicare 28% 23% 
Medicaid 22% 23% 
Managed care and other payors 33% 34% 
Self-Pay 17% 20% 

100% 100% 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 11: PHYSICIAN'S MEDICAID UPPER PAYMENT LIMIT (UPL) AND FULL MEDICAID PRICING 
(FMP) AGREEMENTS 

The Hospital entered in to agreements with the Louisiana Department of Health (LDH) and Medicaid 
managed care organizations (MCOs) which were approved by CMS. Under these programs, LDH 

began making payments under the Physician's Supplemental Payment and Full Medicaid Pricing 
(FMP) programs for non-state owned public hospitals (HSDs). The purpose of these programs under 
traditional and MCO based Medicaid is to enhance payments to physicians employed or contracted 
by the public hospitals. 

Morehouse agreed to transfer funds to LDH to be used as Medicaid matching funds for the purpose 
of making physician supplemental payments and providing the State with additional resources to 
assist in the medical costs to the State. These matching funds are comprised of (1) an amount to be 
utilized as the "non-federal share" of the supplemental payments for services provided by the 
identified physician and other healthcare professionals and (2) the "state retention amount", which 
is fifteen percent of the "non-federal share", for the State to utilize in delivering healthcare services. 
In turn, the Hospital receives supplemental Medicaid payments. The supplemental payments 
include the "non-federal share" and the "federal funds" generated by the "non-federal share" 
payments. The total amount of the supplemental payments is intended to represent the difference 
between the Medicaid payments otherwise made to these qualifying providers and the Average 
Community Rate for these services. 

During 2019 and 2018, in accordance with the funding provisions of the above agreements, the 
Hospital recognized $3,102,998 and $4,800,000, as components of net patient service revenue, 

respectively. The Hospital recognized $1,381,679 and $2,341,350, as outside services expense, 
funds paid or payable to the Louisiana Department of Health and Hospitals (DHH) under the terms 

of the Physicians' UPL and FMP agreements during 2019 and 2018, respectively, concurrent with 
the income recognition from the Medicaid Supplemental Payments. As of May 31, 2019 and 2018, 
the Hospital reported $280,000 and $1,526,843, respectively, as receivables from these programs 

which are included under the caption "prepaid expenses and other assets" on the Hospital's 
statements of net position. As of May 31, 2019 and 2018, the Hospital had $129,408 and $792,865, 
respectively, of associated intergovernmental transfer grant (IGT) payments payable included in 
"other current liabilities" on its statements of net position. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 12: INTERGOVERNMENTAL TRANSFER GRANT 

The Hospital (grantee) has entered into a cooperative endeavor agreement (CEA) with a regional 
public rural hospital (grantor) whereby the grantor, through its cooperation with a rural hospital 
trade organization, awards an IGT to be used solely to provide adequate and essential medically 

necessary and available healthcare services to the grantee's service population subject to the 
availability of such grant funds. The aggregate IGT grant income recognized was $2,722,853 and 

$3,481,651, for the fiscal years ended May 31, 2019 and 2018, respectively. As of May 31, 2019 and 
2018, $261,704 and $580,764, respectively, are included as receivables in the statements of net 

position under the caption "prepaid expenses and other assets". 

NOTE 13: AD VALOREM TAX REVENUE 

In October 2007, the voters of Morehouse Parish, Louisiana approved a five-year, five-millage 
property tax to be levied on the 2007 tax roll on all property subject to taxation by the Morehouse 
Parish Hospital Service District. The voters approved to increase the millage to eight mills in 

November 2012 for a term of ten years. In November 2015, voters approved an additional millage 
of five mills for a term often years, which was first levied in December 2016. 

Ad valorem tax revenue is recognized each year in December when it is due and collectible. During 

fiscal years 2019 and 2018, the Hospital received and recorded property tax revenues in the amount 
of $1,825,657 and $1,790,824, respectively. There was no receivable for delinquent property taxes 

as of May 31, 2019 or 2018. 

NOTE 14: NET INVESTMENT IN CAPITAL ASSETS 

The Hospital's net investment in capital assets, as presented on the accompanying statements of 
net position, is calculated as follows: 

May 31, 2019 2018 

Capital assets $ 46,360,110 $ 45,930,571 
Less accumulated depreciation (36,338,407) (35,487,141) 

Less outstanding accounts payable related to capital assets (17,534) (287,529) 
Less debt outstanding related to capital assets 

Note payable (193,702) (38,000) 
Hospital revenue bonds. Series 2010 (5,438,155) (5,749,404) 
Hospital revenue bonds. Series 2012A (907,775) (1,192,425) 
Capital lease obligations (280,511) (59,623) 

Net investment in capital assets $ 3,184,026 $ 3,116,449 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Notes to Financial Statements 

NOTE 15: OPERATIONS AND FINANCIAL PERFORMANCE 

Rural hospital service districts in Louisiana continue to face economic challenges in their mission to 
provide quality health care access to area residents regardless of their ability to pay. Rising costs, 

increased federal regulation, cuts to Medicaid payment funding, and competition for physicians and 
insured patients has created budgetary obstacles that are increasingly difficult for these facilities to 
overcome. The business of healthcare in the current economic, legislative and regulatory 
environment remains volatile. Any of the above factors, along with others both currently in 

existence and/or which may arise in the future, could have a material adverse impact on the 
Hospital's financial position and operating results. 

In response to these factors, in May 2016 the Board of Commissioners signed a management 

contract with a health care management company to take over the day-to-day operations of the 
Hospital and implement an ongoing action plan with the goal of strengthening the Hospital's 
performance and helping to maintain long-term viability. Key points of the action plan include: 

• The recruitment of additional physicians to serve the Hospital's patients and enhance 

both the services offered and the revenue stream. 

• implementation of revenue cycle improvement measures 

• implementation of expense reductions where deemed necessary via: 

o staffing cuts or reassignments 
o reductions to supply 

o costs 
o contract negotiations 

o clinic realignment and/or consolidation 
o increased utilization of the pharmacy 340b program 

While management is optimistic that the measures undertaken will strengthen the Hospital's 

financial position, the ultimate impact cannot currently be determined. 

NOTE 16: SUBSEQUENT EVENTS 

Subsequent events have been evaluated through the date of the Independent Auditors' Report, 

which is the date the financial statements were available to be issued. Management has 
determined that no events occurring subsequent to year end warrant disclosure. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Schedule of Board of Commissioners and Compensation 
For the Year Ended May 31, 2019 

Commissioner Total Paid 

Robert Green (Chairman) $ 400 

Nicolette Releford 400 

JohnYeldell 400 

Betty Alford Olive 400 

Susan Plonnings 360 

Total $ 1,960 

See independent auditors' report on supplementary information. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Schedule of Compensation, Benefits and Other Payments 
For the Year Ended May 31, 2019 

Agency Head 
Robert Green, Chairman of the Board of Commissioners 

Purpose Amount 

Salary s 
Benefits - Insurance s 
Benefits - Retirement s 
Benefits - Other (Life) s 
Car Allowance s 
Vehicle Provided by Government s 
Cell Phone s 
Dues (RT License and ACHE) s 
Vehicle Rental s 
Per Diem $ 400 
Reimbursements s 
Travel s 
Registration Fees s 
Conference Travel s 
Continuing Professional Education Fees s 
Housing s 
Unvouchered Expenses s 
Special Meals s 
Other s 

Note: For the fiscal year ended May 31, 2019, the chief executive officer of Morehouse Parish 
Hospital Service District No. 1 (the Hospital) was employed by an independent healthcare consulting 
and management company under the terms of a management agreement which includes the 
authority and responsibility for oversight of the day-to-day administration, management, and 
direction of the operations of the Hospital, subject to the Hospital's control as stipulated in the 
terms of the agreement. Accordingly, the agency head of the Hospital is reflected as its Board of 
Commissioners' chairman. 

See independent auditors' report on supplementary information. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Schedule of Insurance Coverages 
For the Year Ended May 31, 2019 

Line of Coverage Policy Data Limit / Deductible 

Property & Equipment 

Breakdown 

Allianz {Fireman's Fund 

Insurance Company) 

11/1/2018 to 11/1/2019 
Policy No. DZJ80991481 

Blanket Building/ Business 

Personal Property & Business 

Income Policy Limit: $74,897,467 

(see policy for additional info) 

Flood Limit: $40,000,000 

Earth Movement limit: 

$50,000,000 

Deductibles: 

Building $10,000 

Earthquake/Flood $25,000 

Wind/Hail $50,000 

Bl 24 Hour Waiting Period 

Network Security Liability & 
Privacy Liability (Cyber) 

Lloyd's of London (NAS 

Insurance) 
11/1/2018 to 11/1/2019 
Policy No. 508757 

Limit: $2,000,000 Each Claim: 

$2,000,000 
Policy Aggregate 

Retention: $100,000 each claim; 

Cyber Terrorism 8 Hour Waiting 

Period 
Retro Date Unknown 
prior acts are covered 

General, Professional & Umbrella 

Liability 
*incl. Employee Benefits Liability 

*incl. Cyber Liability/Medefense 

LHA (Louisiana Hospital 

Association) 

LHA Malpractice & General 

Liability Trust 

11/1/2018 to 11/1/2019 
Policy No. HPL-0390-2018 

Professional Liability $100,000 Self 

Insured Retention 

$400,000 Patient's Compensation 

Fund 

General Liability $500,000 Each 

Occurrence Limit / $50,000 

Deductible 

$2,000,000 Annual General 

Aggregate Limit 

$50,000 Per Claim Deductible 

$500,000 EBL Limit $50,000 

Deductible 

Umbrella Liability 

$2,500,000 Each Claim Limit / 

Aggregate 

See independent auditors' report on supplementary information. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Schedule of Insurance Coverages (Continued) 
For the Year Ended May 31, 2019 

Line of Coverage Policy Data Limit / Deductible 

Commercial Auto: Business Auto 

Liability & Physical Damage 

Coverage 

National Liability & Fire 

Insurance Company 

11/1/2018 to 11/1/2019 
Policy No. 73 APR 369827 

$1,000,000 Combined Single Limit 

Comprehensive & Collision 

Included in Stated Amount 

Insurance 

$5,000 Auto Medical Payments 

Limit 

$1,000,000 Combined Single Limit 

(Bl only) Uninsured Motorists 

Executive Risk Liability (D&O/EPL) Travelers (Travelers Casualty and 

Surety Company of America) 

11/1/18 to 11/1/19 

Policy No. 106528889 

D&O: 

$2,000,000 Per Claim (Shared with 

EPL) 

$25,000 Retention 

EPL: 

$2,000,000 Per Claim (Shared with 

D&O) 
$50,000 Retention 

$2,000,000 Policy Aggregate 

Fiduciary/Crime Travelers (Travelers Casualty and 

Surety Company of America) 

11/1/2018 to 11/1/2019 

Policy No. 105706915 

Fiduciary: 

$1,000,000 Aggregate Limit 
$0 Retention 

Crime: 

$750,000 Employee Theft Limit 

$10,000 Retention 

ERISA: 

$500,000 Limit 
$0 Retention 

Workers' Compensation Louisiana Workers' 

Compensation Corp. 
1/1/2019 to 1/1/2020 

Policy No. WC-0270-2019 

Employer's Liability: 

$1M/$1M/$1M Limits 

See independent auditors' report on supplementary information. 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Schedule of Series 2010 Bond Resolution Fund Activity 
For the Year Ended May 31, 2019 

Beginning Ending 
Balance Balance 

June 1, 2018 Deposits Earnings Withdrawals May 31, 2019 

Trusteed funds {primarily 
interest bearing cash and 
certificates of deposits): 

Series 2010 reserve fund 
Series 2010 contingencies 

fund 
Litigation reserve fund 
Short-lived asset 

depreciation reserve 
fund 

$ 382,143 $ 45,976 $ 201 $ 

384,343 45,976 
52,449 

300,513 

202 
73 

151 

- $ 428,320 

430,521 
(96) 52,426 

300,664 

Total 2010 bond series 
fund activity $ 1,119,448 $ 91,952 $ 627 $ (96) $ 1,211,931 

See independent auditors' report on supplementary information. 
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A cm C A R R Carr, Rjggs & Ingram, LLC 
RIGGS & 400West Parkway Pla^ 
INGRAM SuiteSQO 

CPAs and Advisors Ridgeland.MS 39157 

Mailirrg Address: 
P.O.Box 2418 
Ridgeland, MS 39158-241S 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER (601) 853-7050 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 853-9331 {fax) 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

CRIcpa.com 

To the Board of Commissioners 

Morehouse Parish Hospital Service District No. 1 

(d/b/a/ Morehouse General Hospital) 

Bastrop; Louisiana 

We have audited, in accordance with the auditing standards generally accepted in the United States 

of America and the standards applicable to the financial audits contained in Government Auditing 

Standards issued by the Comptroller General of the United States, the basic financial statements of 

Morehouse Parish Hospital Service District No. 1 (d/b/a Morehouse General Hospital) (the Hospital) 

as of and for the year ended May 31, 2019, and the related notes to the financial statements, which 

collectively comprise the Hospital's basic financial statements, and have issued our report thereon 

dated Novembers, 2019. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Hospital's 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinions on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the Hospital's 

internal control. Accordingly, we do not express an opinion on the effectiveness of the Hospital's 

internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct misstatements on a timely basis. A material weakness is a deficiency, 

or combination of deficiencies, in internal control, such that there is a reasonable possibility that a 

material misstatement of the entity's financial statements will not be prevented, or detected and 

corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, 

in internal control that is less severe than a material weakness, yet important enough to merit 

attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the preceding 

paragraph and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies and therefore, material weaknesses or significant 

deficiencies may exist that have not been identified. 



Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Hospital's financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct 
and material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we 
do not express such an opinion. The results of our tests disclosed no instances of noncompliance or 
other matters that are required to be reported under Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 

entity's internal control or on compliance. This report is an integral part of an audit performed in 

accordance with Government Auditing Standards in considering the entity's internal control and 

compliance. Accordingly, this report is intended for the information of the Board of Commissioners, 

management, and the Legislative Auditor of the State of Louisiana, and is not intended to be and 

should not be used by anyone other than these specified parties. Under Louisiana Revised Statute 

24:513, this report is distributed by the Legislative Auditor of the State of Louisiana as a public 

document. 

CARR, RIGGS & INGRAM, LLC 

Ridgeland, Mississippi 
November 8, 2019 
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Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Summary Schedule of Prior Audit Findings 
For the Year Ended May 31, 2019 

2018 - 001 Construction in Progress, Prepaids and Related Liabilities 

The Hospital's rapid monthly close process means that invoices for goods received or services 
incurred prior to a given month are often not received in the accounting department until after 
that month's close has been completed. While the Hospital has a process in place to estimate 
and accrue for liabilities related to operating expenses, even when related invoices have not 
been received, this process does not sufficiently address liabilities related to construction in 
progress. In addition, the Hospital's regular monthly recording and reconciliation process did 
not appropriately capture liabilities related to the financing of insurance premiums. 

Current Status: Resolved. 

2018 - 002 Third-Party Payor Settlement Estimates - Interim Financial Statements 

The Hospital does not currently have a process in place for tracking and reconciling outstanding 
Medicare and Medicaid costs report settlements. While these account balances are adjusted as 
of year-end during the audit process, a reconciliation schedule of the amounts due to and from 
the Medicare and Medicaid programs should be maintained during the fiscal year. 

Current Status: Resolved. 
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AGREED-UPON PROCEDURES REPORT 

May 31, 2019 

A CRI 
CPAs and Advisors 



A M M I C A R R Carr Riggs & Ingram, LLC 
I m RIGGS & 400 west parkway Place 
wl\l INGRAM Suite^OO 

CPAs and Advisors 
Mailing Address: 
P.O. BOK 2418 
Ridplard, MS 39158-2418 

(601)853-7050 
INDEPENDENT ACCOUNTANTS' REPORT (601) 853-9331 (fax) 
ON APPLYING AGREED-UPON PROCEDURES CR1cpa.com 

To the Board of Commissioners 
Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 
Bastrop, Louisiana 

and 

Louisiana Legislative Auditor 
Baton Rouge, Louisiana 

We have performed the procedures enumerated below, which were agreed to by Morehouse 
Parish Hospital Service District No. 1 (d/b/a Morehouse General Hospital) (the Hospital) and the 
Louisiana Legislative Auditor (LLA) on the control and compliance (C/C) areas identified in the LLA's 
Statewide Agreed-Upon Procedures (SAUPs) for the period from June 1, 2018 through May 31, 
2019. The Hospital's management is responsible for those C/C areas identified in the SAUPs. The 
sufficiency of these procedures is solely the responsibility of the Hospital and the LLA. 
Consequently, we make no representation regarding the sufficiency of the procedures described 
below either for the purpose for which this report has been requested or for any other purpose. 

The procedures and associated findings are as follows: 

Written Policies and Procedures 

1. Obtained and inspected the Hospital's written policies and observed that they address each of 
the following categories and subcategories: 

a) Budgeting, including preparing, adopting, monitoring, and amending the budget. 

Results: No exceptions were found as a result of applying the procedure. 

b) Purchasing, including (1) how purchases are initiated; (2) how vendors are added to the 
vendor list; (3) the preparation and approval process of purchase requisitions and purchase 
orders; (4) controls to ensure compliance with the public bid law; and (5) documentation 
required to be maintained for all bids and price quotes. 

Results: No exceptions were found as a result of applying the procedure. 

c) Disbursements, including processing, reviewing, and approving. 

Results: No exceptions were found as a result of applying the procedure. 



Morehouse Parish Hospital Service District No. 1 
(d/b/a Morehouse General Hospital) 

Agreed Upon Procedures Report 

d) Receipts, including receiving, recording, and preparing deposits. 

Results: No exceptions were found as a result of applying the procedure. 

e) Payroll/Personnel, including (1) payroll processing, and (2) reviewing and approving time 
and attendance records, including leave and overtime worked. 

Results: No exceptions were found as a result of applying the procedure. 

f) Contracting, including (1) types of services requiring written contracts, (2) standard terms 
and conditions, (3) legal review, (4) approval process, and (5) monitoring process. 

Results: No exceptions were found as a result of applying the procedure. 

g) Credit Cards (and debit cards, fuel cards, P-Cards, if applicable), including (1) how cards are 
to be controlled, (2) allowable business uses, (3) documentation requirements, (4) required 
approvers, and (5) monitoring card usage. 

Results: No internal written policies for credit cards. 

h) Travel and expense reimbursement, including (1) allowable expenses, (2) dollar thresholds 
by category of expense, (3) documentation requirements, and (4) required approvers. 

Results: No exceptions were found as a result of applying the procedure. 

i) Ethics, including (1) the prohibitions as defined in Louisiana Revised Statute 42:1111-1121, 
(2) actions to be taken if an ethics violation takes place, (3) system to monitor possible 
ethics violations, and (4) requirement that all employees, including elected officials, 
annually attest through signature verification that they have read the entity's ethics policy. 
Note: Ethics requirements are not applicable to nonprofits. 

Results: No exceptions were found as a result of applying the procedure. 

j) Debt Service, including (1) debt issuance approval, (2) EMMA reporting requirements, (3) 
debt reserve requirements, and (4) debt service requirements. 

Results: No internal written policies for debt service. 
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Collections 

2. Obtained a listing of deposit sites for the fiscal period where deposits for cash/checks/money 
orders (cash) are prepared and management's representation that the listing is complete. 
Selected all deposit sites. 

Results: No exceptions were found as a result of applying the procedure. 

3. For each deposit site selected, obtained a listing of collection locations and management's 
representation that the listing is complete. Randomly selected one collection location for each 
deposit site, obtained and inspected written policies and procedures relating to employee job 
duties at each collection location, and observed that job duties are properly segregated at each 
collection location such that: 

a) Employees that are responsible for cash collections do not share cash drawers/registers. 

Results: No exceptions were found as a result of applying the procedure. 

b) Each employee responsible for collecting cash is not responsible for preparing/making bank 
deposits, unless another employee/official is responsible for reconciling collection 
documentation (e.g. pre-numbered receipts) to the deposit. 

Results: No exceptions were found as a result of applying the procedure. 

c) Each employee responsible for collecting cash is not responsible for posting collection 
entries to the general ledger or subsidiary ledgers, unless another employee/official is 
responsible for reconciling ledger postings to each other and to the deposit. 

Results: No exceptions were found as a result of applying the procedure. 

d) The employee(s) responsible for reconciling cash collections to the general ledger and/or 
subsidiary ledgers, by revenue source and/or agency fund additions are not responsible for 
collecting cash, unless another employee verifies the reconciliation. 

Results: No exceptions were found as a result of applying the procedure. 

4. Inquired of management that all employees who have access to cash are covered by a bond or 
insurance policy for theft. 

Results: No exceptions were found as a result of applying the procedure. 

5. Randomly selected two deposit dates for each of the bank accounts used for depositing 
collections. Selected the next deposit date chronologically since no were made on the dates 
randomly selected. Obtained supporting documentation for each of the deposits and: 
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a) Observed that receipts are sequentially pre-numbered. 

Results: No exceptions were found as a result of applying the procedure. 

b) Traced sequentially pre-numbered receipts, system reports, and other related collection 
documentation to the deposit slip. 

Results: No exceptions were found as a result of applying the procedure. 

c) Traced the deposit slip total to the actual deposit per the bank statement. 

Results: No exceptions were found as a result of applying the procedure. 

d) Observed that the deposit was made within one business day of receipt at the collection 
location. 

Results: No exceptions were found as a result of applying the procedure. 

e) Traced the actual deposit per the bank statement to the general ledger. 

Results: No exceptions were found as a result of applying the procedure. 

Travel and Expense Reimbursement 

6. Obtained from management a listing of all travel and travel-related expense reimbursements 
during the fiscal period and management's representation that the listing or general ledger Is 
complete. Randomly selected 5 reimbursements, obtained the related expense reimbursement 
forms/prepaid expense documentation of each selected reimbursement, as well as the 
supporting documentation. For each of the 5 reimbursements selected: 

a) If reimbursed using a per diem, agreed the reimbursement rate to those rates established 
either by the State of Louisiana or the U.S. General Services Administration. 

Results: No exceptions were found as a result of applying the procedure. 

b) If reimbursed using actual costs, observed that the reimbursement Is supported by an 
original Itemized receipt that Identifies precisely what was purchased. 

Results: No exceptions were found as a result of applying the procedure. 

c) Observed that each reimbursement Is supported by documentation of the business/public 
purpose and other documentation required by written policy. 

Results: No exceptions were found as a result of applying the procedure. 

d) Observed that each reimbursement was reviewed and approved. In writing, by someone 
other than the person receiving reimbursement. 

Results: No exceptions were found as a result of applying the procedure. 
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other 

7. Observed that the entity has posted on its premises and website, the notice required by R.S. 
24:523.1 concerning the misappropriation, fraud, waste, or abuse of public funds. 

Results: We observed the entity has the notice posted on the premises and website. 

This agreed-upon procedures engagement was conducted in accordance with attestation standards 
established by the American Institute of Certified Public Accountants and the standards applicable to 
attestation engagements contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. We were not engaged to and did not conduct an examination or 
review, the objective of which would be the expression of an opinion or conclusion, respectively, on 
those C/C areas identified in the SAUPs. Accordingly, we do not express such an opinion or 
conclusion. Had we performed additional procedures, other matters might have come to our 
attention that would have been reported to you. 

The purpose of this report is solely to describe the scope of testing performed on those C/C areas 
identified in the SAUPs, and the result of that testing, and not to provide an opinion on control or 
compliance. Accordingly, this report is not suitable for any other purpose. Under Louisiana Revised 
Statute 24:513, this report is distributed by the LLA as a public document. 

This report is intended solely for the information and use of the Hospital's management, the 
Hospital's Board of Commissioners and the Louisiana Legislative Auditor and is not intended to be, 
and should not be, used by anyone other than the specified parties. 

CARR, RIGGS & INGRAM, LLC 

Ridgeland, Mississippi 
October 31, 2019 


