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W e have audited the accom panying proprietary fim d balance sheets of N orth Caddo tlospital Service 
D istrict, d/b/a N orth Caddo M edical Center, com ponent unit of the Caddo Parish Com m ission, at June 30, 2000 and 
June 30, 1999 and the lelated statem ents of operations and changes in fund balances, and cash flows for the years 
then ended. These financial statements are the responsibility of the M edical Center's m anagem ent. Our 
responsibility is to express an opinion on these financial statem ents based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards and Govern m ent Auditing 
Standards issued by the Com ptroller General of the United States. Those standards require that we plan and perform 
the audits to obtain reasorlable assurance about whether the financial statem ents are fi'ee of m aterial m isstatement. 
An audit includes exam ining, on a test basis, evidence supporting the am ounts and disclosures in the financial 
statem ents. An audit also includes assessing the accounting principles used and significant estim ates m ade by 
m anagem ent, as well as evaluating the overall financial statem ent presentation. W e believe that our attdits provide a 
~easonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial respects, the financial 
position of North Caddo Ilospital Service District, d/h/a North Caddo M edical Center at June 30, 2000 and June 30, 
1999 and the results of its operations, changes in fund balances, and its cash flows for the years then ended in 
conform ity w ith generally accepted accounting principles. 

As m ore fully described in Note 21 to the financial statem ents, certain changes of previously reported 
am ounts for the years ended June 30, 1999 and June 30, 1998 were m ade due to m iscalculations of previously 
prepared M edicaid tmrein~hursed cost reports. Accordingly, the June 30, 1999 financial statem ents have been 

restated and an adjustment has been made to retain earn ings as of July 1, 1998. 

In accordance with Govern m ent Auditine Standards we have also issued a report dated Septem ber 6, 2000 
on our consideration of North Caddo llospital Service District, d/b/a N orth Caddo M edical Center's internal contro 
and its com pliance with certain provisions of laws and regulations. That report is an integral part of an audit 

performed in accordance with Government Auditing Standards and should be read in conjunction with this report in 
considering the results of our audit. 

Cole, Evans & Peterson 



Exhibit A 

NO RTtl CA I)DO 

A S S E T S 

N 

FtAI AN CE SH EETS-PROPRIETA RY FU ND 

AT .ll IN I:;. 30 2000 AN D JU N E 30. 1999 

Current Assets: 
Cash and Cash l~quiwllents (Note 4) 
Certificates of Deposit (M ore than Three M onth M aturities) 
(Note 4) 

Accounts Receivable from Patient Services-Net of Estim ated 

Allowances and Uncollectible Accounts (Note 3) 
Estimated Tim-d-Party Payor Settlements (N ote 3) 
Accounts Receivable-O ther 
Interest Receivable 
Inventories-Drugs and Supplies 
Prepaid Expenses 

Total Current Assets 

Fixed Assets: (Note 5) 
Land 
Land Im provem ents 
Buildings find Building hnprovem ents 
Equipm ent 
Equipment [tek[ Ulader Capital Leases (Note 6) 

Less-Accum tllaled Depreciation 
N et Fixed Assets 

Other Assets: 
A ssets Not m Service 
Unam ortized Cost of Tax Election 

Total Other Assets 

Total A ssets 

888,463 

500,000 

915,749 

35,937 
854 

133,385 

2.492.840 

95,3~17 
173,837 

1,903,070 
1,926,974 

3o8~ _4 
4,407,712 
2_ 27p8_~ _062 
1.609.6'-13 

__ ._
6~s55_  

__ ._
6 5_~55 

4_ &09.03~ 

Enterprise Fund 
June 30 

The Accompanying Notes Are An Integral Part Of These Financial Statemerlts 
- 2 - 

1999 

221,698 

800.000 

929,126 
76,555 

95,367 
173,837 

1,891,939 
1,888,183 
308,464 

4,357,790 
2,528,058 
1.829.732 

4,710 
7.648 
12,358 
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NORTtl CAD1)O HOSPITAL SERVICE I)ISTRICT, d/b/a NORTtl CADDO M EDICAL CENTEP, 

I, IA B 1 I. IT IE S 
A N /) F U N D B A I, A N C I" 

B ALA N CE SH EETS-PRO PRIETA RY FUN D 

AT JU NE 30. 2000 AN D JUN E 30. 1999 

Current Liabilities: 

Accounts Payable (Note 17) 
Estimated Tbird-l'arty Payor Settlements (Note 3) 
Accrued Salaries, W itbholdings and Retirem ent 
Accrued Em ployee Vacation Benefits 
Accrued Interest Payable 
Capital Lease Obligations-Current Portion (Note 6) 

Total Current Liabilities 

one-Term Liabilities 
Capital Lease Obligations (Note 6) 
l.ess-Current Portions 

Total Long-Term Liabilities 

Commitments and Contingent Liabilities (Note 7) 

Total Liabiliiies 

Fund Balance: 
Restricted 
Unrestricted 

Total Fund Balance 

Total Liabilities and Fund Balance 

Enterprise Fund 
June 30 

(Restated 
Note 21) 

2_ 0_00_ Q 1999 

110,887 
669,848 
81,375 
51,008 

244 

973,265 

175,143 
__  59,9(1~3_ 
115.240 

106,598 
400,000 
74,611 
59,684 
1,375 

57,778 
700.046 

235,981 
57,778 
178,203 

1,088,505 878,249 

- 0 - 
3.L_020,533 
3.L9_070,533 

- 0 - 
3,139,386 
3,139,386 

4~j_1!)9,038 4,017,635 

The Accompanying N otes Are An Integral Part Of These Financial Statem ents 
- 3 - 



Exhibit B 

NORTII ('ADDO IIOSP1TAL SERVICE DISTRICT d/b/a NORTH CADDO M E1)ICAL CENTER 

()neralint~ Revenues 

STATEM ENTS OF OPERA TION S AN D 

CtlAN G ES IN FUN D  BA I.AN CES-PRO PR1ETA RY FUN D 

FO R TH E YEARS EN DH ) JUNE 30. 2000 AND JUN E 30, 1999 

Net Patient Revenues (Note 3) 
O ther Operating Revenue 

Total Operating Revenues 

.O perating Expenses: 

Direct Departmental Expenses (Note 17) 
llousckeeping 
M aintenance and U tilities 
M edical Records 

General and Administrative (Notes 8, 9, 11, 16 and 17) 
Bad Debts (Note 3) 
Depreciation (N ote 5) 
A m ortization 
Interest Expense 

Total Operating Expenses 

_Q2~c r ati n g (I.oss~  

_N. onoperatinR Revenues 
Interest Incom e 

Ambulance Tax Revenues (Note 10) 
Grant (Notes 17 and 18) 
Rent Income (Notes 13 and 17) 
Gain on Sale of Equipm ent 
Loss on lmpairmenl of l.ong-I.ived Assets (N ote 19) 

Total N onoperating Revenues 

d Fund Balance 

Ilnrestricted Fund Balance at Beginnin~ of Yea 

U nreslricted I:und Balance at End of Y ea 

(Note 21) 

Enterprise Fund 
Year Ended June 30 

2000 

4,717,236 
__ .4,694 
4,721,930 

3,301,360 
174,579 
182,573 
86,520 
851,896 
486,070 
274,175 

1,093 
_ ~ 17,580 
5,375_,846 

(Restated 
Note 21) 
1999 

4,779,406 
3,033 

4.782.439 

3,107,142 
175,396 
208,968 
83,768 
813,853 
461,354 
263,543 

1,093 
22,012 

5,137,129 

( 653,916) ( 354,690) 

50,942 
158,996 
320,000 
9,600 
235 

( 4 7~ DlO) 
535o_~63 

( 118,853) 

~ 1393~ 86 

3_L~020S~ L!33 

"he Accom panying Notes Are A31 Integral Part Of These Financial Statem ents 
- 4 - 

47,727 
152,461 
80,000 
9,600 
7.309 

297,097 

( 57,593) 

3,196.979 



Exhibit C 

ttO SP 

S 

DISTRICT. d/b/a N OR 

W  Y F 

R TftE Y F 30. 1 

sh Flow s from  O t)eratnm  A ctivl 
(Decrease) in Unrestricted Fund Balance (Exhibit B) 
Reconciliation of Increase in Unrestricted Fund 
Balance to Cash Flows from Operating Activities 
D epreciation and Am ortization 
Interest Incom e on Investing Activities 
Properly Tax Pcvenues 
Interest Expense on Financing Activities 

(Gain) on Assets Sold 
G rant from N oncapital Financing Activities 
Changes in Operating A ssets and Liabilities: 
Decrease (Increase) in Accounts Receivable 
Increase in Accounts Payable 
Decrease (Increase) in Prepaid Expenses 
(Increase) in Inventory 

Net Cash (Used) by Operating Activities 

ash ];lows fiom Nonca~ al FinancinR Activities: 
Property Tax P.evenues Received 
Grant Received 
Net Cash Provided by Noncapital Financing Activities 

ow s from Capital and 
Activities: (Note 15) 
Acquisition and Construction of Capital A ssets 
Proceeds from Sale of A ssets 
Principal Paym erlts on Capital Leases 
Interest Paym ents on Capital Leases 
Net Cash (Used) by Capital and Related Financing Activities 

(7ash Flow s from Investing Activities: 
interest ]ncoMle Oil ]nvestm ents 
Purchase of Certi ficales of Deposit 
Redemption of Certificates of Deposit 

Net ('ash Provided by Investing Activities 

crease in Cash and Cash Em livalents 

t?asb and Cash ]7otfivalem s at Beeinnine of Y 

_Cash and Cash~ 'nt.5;at End of Year 

2000 

ICAI, 

Enterprise Fund 
Y ear Ended June 30 

(Restated 
Note 21) 
1999 

118,853) 57,593) 

275,268 

50,942) 
158,996) 
17.580 
235) 

320,000) 

53,995 
272,225 

3,755) 
(__ .j 3_~s~) 

35,068) 

158,996 
320,000 
478.996 

49,376) 
235 

60,838) 
(__18,711.) 
( 128,690) 

51,527 

( 800,000) 
L&00,000 
35!5~ 52~! 

666.765 

221,698 

88
.~&6~63. 

The Accom panying Notes Are An Integral Part Of These Financial Statem ents 
- 5 - 

264,636 

47,727) 
152,461) 
22,012 
7,309) 
80,OO0) 

258,475) 
269,640 
8,216 

( 11,572) 
( 50,633) 

152,461 
80~000 
232,461 

( 345,326) 
8.047 

( 57,130) 
( 22 322) 
( 416,731) 

48,908 

(1,400,000) 
1,615,062 
263,970 

29,067 

192,631 

221 698 



Exhibit D 

NORTH CADDO HOSPITAL SERVICE DISTRICT d/b/a NORTH CADDO M EDICAL CENTER 

N O TES TO FIN AN CIA l. STA TEM EN TS 

Note 1 - Sum m ar229_fSjgrfificant Accounting Policies 

"lqae accom panying financial statem ents are prepared in conform ity with generally accepted accounting 
principles. Application of those principles requires m anagem ent to m ake estim ates and assum ptions that 
affect the reported am ounts of assets and liabilities, the disclosure of contingent assets and liabilities and the 
reported revenues and expenses. Actual results could differ from those estim ates. See Note 12 concerning 
significant estim ates. 

A sum m ~ry of significant accounting policies follows 

Fund Tw es and Basis of Accountin~ 

The M c& cal Center accounts for its financial position and results of operations in accordance w ith generally 
accepted accounting principles applicable to govern m ental units. 

Given the natu re of the M edical Center's activities, only one proprietary type fund, an enterprise fund, is 
m aintained. The M edical Center conducts its activities on a fee for service basis in a m anner sim ilar to 
com m ercial enterprises that provide services to the public. Proprietary fund types arc accounted for on thc 
accrual basis. 

Budgets and Budgetary Accounting 

Under 1.ouisiana law, hospital service districts are not required to operate under a form al budget 
A ccordingly, budgetary accounting is not presented in the financial statem ents. 

Statem ent of Ot~erations Classifications 

Revenues and expenses deemed by management to be ongoing, major, or central to the provision of health 
care services are reported as com ponents of operating incom e. Transactions that are peripheral or incidenta 
to providing health care services are reported as nonoperating. 

Patieut Rcvcnue 

Patient revenues are reported net of free services and contractual adjustments, including estimated 
retroactiw: adjustments under reimbursement agreements with third-party payors. Retroactive adjustments 
are accrued on an estimated basis in the period in which the related services are rendered and adjusted in 
future periods as final settlem ents are determ ined. See Note 3. 

Fixed A ssets a 

Fixed assets other than those held under capital leases are included at cost, or if donated, at fair value on thc 
date of receipt. Depreciation is com puted using the straight-line m ethod over the assets' estim ated useful 
lives. See N ote 5. 

Gains and losses on the disposal of fixed assets are considered incidental to the provision of health care 
services and, as such, are reported as nonopcrating. 

- 6 - 



Exhibit D 
Page 2 

NC)RTII CAD DO ltOSPITA I. SERV ICE D ISTRICT d/b/a N ORTH CADDO M EI)ICAI. CEN TER 

N O TES TO FIN AN CIA L STA TEM EN TS 

N ote 1 - Sum~ '_ 9_f Significant Accounting Policie (Continued) 

Canital Leases and A m ortization 

Assets and liabilities under capital leases are recorded at the present value of the m inim um lease paym ents 
The assets are am ortized over their related lease term s which approxim ate their estimated productive lives 
Am ortization of assets under capital leases is included in depreciation. 

!nventories 

Inventories are reported principally at cost using a first-in, first-out cost flow assum ption. 

Com nensated Absences 

The M edical Center's policy regarding employees' vacation pay provides that employees' earn ed and unused 
vacation benefits accum ulate and vest. Therefore a liability is recorded for those unpaid benefits. The 
M edical Center does not provide any other com pensated absences that accum ulate and vest. 

Advertising 

Costs of advel~ising are expensed as incurred 

Incom e Taxes 

As a componcnt unit of the Caddo Parish Commission and the State of Louisiana (Note 2) 
exem pt from incom e taxes. 

Am ortization of Intaneibles 

The costs of an election to levy taxes for the M edical Center's benefit have been capitalized and are being 

amortized over the life of the levy  (10 years) beginning with the year ended June 30, 1997, the year during 
which the tax levy was approved. 

(;asia Equivalents 

('ash and cash equivalents includes all unrestricted highly liquid deposits and debt instrum ents acquired 
w ith m aturities of three m onths or less. 

Accountin~ Standards 

Pursuant to (3ovemmental Accounting Standards Board (GASB) Statement No. 20, Ac~Nnting and 
Financial Rcl~ortin~ for Proorietarv Eunds and Other Governm ental Entities That Use Pronrietarv Fund 
A ccounti~?g and Statcm cut N o. 29, The U se of Not-for-Profit Accounting and Financial Reporting Principles 
bv Goverm nental lintities, the M edical Center has elected to apply the provisions of all relevant 

pronouncements of the t,'inancial Accounting Standards Board (FASB), mchlding those issued after 
Novem ber 30, 1989, that do not conflict with or contradict GA SB pronouncem ents and which were 
developed for busin ess enterprises. 

- 7 - 
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NO RTI] CAI)DO HO SPITAL SERV ICE DISTRICT. d/b/a N ORTH CADI)O M EDICAl. CENTER 

NOTES TO FINANCIAL STATEM ENTS 

Nole I - Summar,? ~ Si~,nificant Accounlin~ Policie (Continued) 

Risk M anagem ent 

The M edical Center is exposed to various risks of loss from torts; theft of, dam age to, and destruction of 
assets; business interruption; errors and omissions; employee injuries and illnesses; and natural disasters. 
Com m clcial insurance coverage is purchased for claim s arising from such m atters. Settled claim s have not 
exceeded this com m ercial coverage in any of the three preceding years. See Note 14. 

N ute 2 - O rN_anizatinn and Operation 

North Cadclo Hospital Service District, d/b/a North Caddo M edical Center (the "Medical Center") is located 
in Vivian, l,ouisiana and provides in-patient and out-patient acute and nonacute m edical care, including 
em ergency services, prim arily to patients residing in the Vivian area. A significant portion of the M edical 
Center's revenues are fi'om patients who are beneficiaries under the M edicare program . See Note 3. 

The M edical Center is organized and operated as a hospital serv ice district under' Louisiana Revised 
Statutes, Chapter 10, Title 46 and is a com ponent unit of the Caddo Parish Com m ission. It has no 
component units in its operations. 'I]ae M edical Center operates and is financially independent of the Caddo 
Parish Com m ission. 

Since the M edical Center is a com ponent unit of the Caddo Parish Com m ission it is considered part of the 
Com m ission and is included as such for financial reporting purposes. The governing authority of the 
M edical Center is a board of com m issioners consisting of six voting m embers. The m embers are appointed 
by the Com m ission for six-year term s. The governing authority of the M edical (?enter board was 
establishcd by an ordinance of the Caddo Parish Com m ission. 

The M edical Center was determ ined to be a com ponent unit of the Caddo Parish Com m ission due to its 
financial accountability to the Com m ission as follows: 

The Com m ission has the ability to appoint or rem ove m em bers of the Board at w ill 

The Com m ission requires the Board to advise them on problem s concerning the operation of the 
M edical (?enter and other facilities. 

The accom l:,anying financial statem ents present inform ation only on the sole fund m aintained by the 
M edical Center and do not present inform ation on the Caddo Parish Com m ission. 

Note 3 - Patient P, evem les and Accounts Receivable 

The M edical Center has agreements with third-party payors that provide for reim bursem ent to the M cdica 
Center at amounts different fi'om its established rates. Contractual adjustments under third-party 
reim bursem ent l,rogram s represent the difference between the M edical Center's established rates for 
services and am ounts reim bursed by third-party payors. 

- 8- 
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N OTES TO FINANCIA l. STATEM ENTS 

Patient Revenues and Accounts Receivable_ (Continued) 

Under the M edicare program , inpatient acute care services rendered to M edicare: program beneficiaries are 
paid at prospectively determ ined rates per discharge. These rates vary according to a patient classification 
system thal is based on clinical, diagnostic, and other factors. Inpatient nonacute services outpatient 
services, and defined capital and m edical education costs related to M edicare beneficiaries are paid based 
upon a cost reim bursem ent m ethod. The M edical Center is reim bursed for cost reim bursable item s at a 
tentative rate with final settlem ent determ ined after subm ission of annual cost reports by the M edical Center 
and audits by the M edicare fiscal intermediary . 

For the years ended June 30, 2000 and June 30, 1999, the M edical Center received apln'oximately 66 percent 
and 68 percent respectively, of its gross patient revenue (54 and 48 percent, respectively, of its net patient 
revenues) fi'om M edicare beneficiaries. These revenues are subject to health insurance program fiscal 
intermedimy review and retroactive adjustment. Cost reports for the years ended June 30, 2000, 1999 and 
1998 are subject to examination. Provisions have been made for estimated settlements and adjustments. 

Under the M edicaid program , inpatient services are reimbursed at a per diem rate, and outpatient services 
are reim bursed under a cost reimbursem ent m ethod. Under the cost reim bursem ent m ethod, the M edical 
Center is reim bursed at a tentative rate w ith final settlem ent determ ined after subm ission of annual cost 
reports by the M edical Center and audits by the M edicaid fiscal interm ediary . Under the per diem m ethod 
one established rate is used for all patient stays regardless of the m agnitude or com plexity of the services 
provided "1"he M edical Center's M edicaid cost reports for the years ended June 30

, 2000, 1999 and 1998, 
are subject to examination by the M edicaid fiscal intermediary . Provisions have been made for estimated 
settlements and adjustments. 

The M edical Center has also entered into reimbursem ent agreem ents with certain com m ercial insurance 
carriers, health m aintenance organizations, and preferred provider organizations which result in contractua 
adjustments flora established rates. 

A sum m ary of patient revenues for the years ended June 30, 2000 and June 30, 1999 follows 

Year Ended June 30 

2000 

(Restated 
Note 21) 
1999 

Patient Revenues at Established Rates $ 8,354,204 $ 8,568,982 

l._ q.s~-I)eductions from Patient Revenues: 

l'rovisions for Contractual Adjustments 
Iluder Third-Party Reim bursem ent 
Program s 

M edicaid D isproportionate Share Payments 
Received 

N cL Patient Revenues 

3,857,838 4.022.549 

( 220,g70) 
3,636,96~8 

(. 2__/%2.97__./3) 
3 7~2~8Z576 

The M edical Center qualifies for M edicaid "disproportionate share paym ents" um ler the 1997 Rural 
llospital PreserwLtion Act. Such payments are contingent on annual federal funding and recognized as 

decreases to contractual adjustments in the year received. See Note 21 concerning overpayments of 
disproportionalc share paym ents. 

- 9 
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atlent R evenues an 

PITAL SERV I 

N O TES TO FIN AN CIA L STA TEM EN TS 

(Continued) 

M ED1CAI, CENTER 

Accounts receivable from patient services consist of uncollateralized am ounts due under the M edicare and 
M edicaid program s, insurance carriers, and directly from patients. Patients served are typically from the 
Vivian, Louisiana vicinity. Net accounts receivable from patient serv ices is comprised as follows: 

Gross Patient A ccounts Receivable 

A t June 30 
2000 1999 

$ 2,077,168 $ 1,938,178 

Estim ated Allowances for Bad Debts and 
Contractual Adjustments Under Third- 
Party Reimbursement Programs (Note 12) 1,161,419 1,0_09,052 

N et Accounts Receivable from Patient 
Services $ 929J 26 

N ote 4 - Cash and Ccrtificatcs~ _of D eposit 

Louisiana law requires banks and savings and loan associations to secure a government's deposits (cash in 
banks) by pledging qualifying securities as collateral. For this purpose "cash in banks" is comprised of the 
account balances according to the hanks' records which at June 30, 2000 are as follows: 

Insured by FDIC 

Unco[lateralized 

Collateral is held by the pledging financial institutions 
M edical Center. 

Citizens 
Bank & Trust 

First 
Guaranty 
Bank 

$ 1,271,160 $ 2210.,fl~29 

$ l OO,OO
_ _ _ _ _ _ ~o $ ~._4~0o~0o  

$ 950,000 $ 200~000 

$ 221 1_~60 $ -0- 

tru st departm ent in the name of North Caddo 

N ote 5 - D epreciation 

Depreciation expense and the estimated useful lives of the major categories of fixed assets are as follows 

13uildm gs and Building Im provem ents 

(10-40 years) 
Eqtfipment (4-25 years) 
Land hnprovements (8-20 years) 

10 - 

Year Ended June 30 
2000 1999 

$ 70,326 
193,460 
10,389 

$274 175 

$ 68,556 
184,598 

$2__63,543 
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NORTIt CA1)DO HOSPITAL SERVICE DISTRICT. d/b/a NORTH CADDO M EDICAl. CENTER 

Note 6 - Caoital [,eases 

N O TES TO FIN AN CIA l. STATEM EN TS 

The M edical Center leases laboratory equipm ent under a capital lease which expires in the year 2002. The 
lease autom atically transfers ownership of the laboratory equipm ent to the M edical Center at the end of the 
lease term . 

During the year ended June 30, 1999, the M edical Center signed a capital lease for a new AS/400 computer 
system , which expires in the year 2003. The lease autom atically transfers ownership of the equipm ent to 
the M e& cal (;enter at the end of the lease term . 

The M edical Center leases a CT scanner and laser cam era under capital leases which expire in the year 
2003. The M edical Center m ay purchase the CT scanner and laser cam era for $1 each at the end of the 
lease. 

Following is a sum m ary  of property held under capital leases 

Laboratory Equipm ent 

Com puter Equipm ent 

CT Scanner 

Laser Cam era 

L~ss.-A ccum ulated D epreciation 

A t June 30 
2000 1999 

$ 17,184 
50,000 
186,680 

54,600 

308,464 
147,750 

$160,714 

M inilnum future lease paym ents under these leases arc as follows 

YearEnded June 30 

2001 

2002 

2003 

2004 

CT 

Scanner 

$ 42,361 
46,212 

25,317 
- 0 - 

113.890 

$ 17,184 
50,000 

186,680 

_ L4 6_,fig.f100 
308,464 

_ L6 0.~ y_57 
$2~2,407 

Laser Com puter Laboratory 

Camera Equipment ~ ilmaent 

$ 13,512 
13,512 

9,653 
- 0 - 

36,677 

$ 11,628 
11,628 

11,628 
1,939 

36,823 

$ 4,356 
3,993 
- 0 - 
- 0 - 

8,349 
Less-Am ount P, epresenting 

lnlcrcsl 12,157 ._ .~4,2_962 3,416 76! 

Net Present Value of 

M ininmm Lease 

Paym ents 

Im puted Rate of lnteres 

$101,733 

9.05%  

$ 32,4.15 

9.04%  

$ 33,407 

6.10%  

$_ 2:~_88 

9.75%  

Total 

$ 71,857 
75,345 

46,598 
1,939 

195,739 

20,596 
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NORTH CADI)O HOSPITAL SERV ICE DISTRICT. dPo/a NORTfl CADDO lVIEDICAL CENTER 

N OTES TO EINAN CIAI+ STATEM ENTS 

Note 7 - Commjl~!ejlts and Continger)t Liabilities 

See Note 3 regarding contingencies concerning the M edical Center's M edicare and M edicaid cost reports 

See N ote 8 concern ing operating lease com m itm ents 

See Note 14 regarding insurance contingencies 

See Note 16 regarding self-funded unem ploym ent claim s 

See N ote 21 regarding overpaid M edicaid D isproportionate Share Paym ents 

N ote 8 - ..Qlzeratit~J_#as_c_s_ 

The M edical Center has entered into several operating leases for telephones, other equipm ent, and real 
estate. These operating leases range from one m onth to five years with expiration dates tl'u'ough M ay 2002 
Rent expense under these leases for the years ended June 30, 2000 and June 30, 1999 is as follows: 

Telephones 
()tiler Equipm ent 
Real F.slate 

Year Ended June 30 
2000 1999 

$ 15,965 $ 17,262 
25,913 19,214 
2,506 3_ ~_856_ 

$ 44,384 $. 4.49~0 332 

M inim um future rental paym ents under noneaneelable operating leases are as foJlows 

ye~ rJ ~n__ di__ng Jmle 30 .0 
2001 
2002 

See Note 6 concern ing capital leases 

N ote 9 - Pension Plan 

Plan Desc..._ription 

$ 11,973 
._
9.97_ 7 

$. 21,950_ 

"/'he M edical Cenler contributes to the Parochial Em ployees' Retirem ent System of Louisiana
, a Public 

Employee Retircnmnt System (PERS), that is a cost sharing multiple-employer plan established by the 
Louisiana legislature as of,lanuary 1, 1953, by Act 205 of 1952. The system was revised by Act No. 765 of 
1979, effective January 1, 1980, to replace the "regular plan" w ith the Plan B Fund of which the M cdical 
('enter is a r,articipant. Plan B provides retirem ent and disability benefits and death benefits to plan 
m em bers and beneficiaries. The Retirem ent System is governed by the Louisiana Revised Statucs

, Title 11, 
Sections 1901 through 2015, specifically, and other general laws of the State of Louisiana. 

The Parochial Em ployees' Retirem ent System of Louisiana, Inc. issues a publicly available financial 
statem ent report that includes financial statem ents and required supplem entary  inforn~alion for the Plan 
"/'hat report m ay be obtain ed by writing the Parochial Em ployees' Retirem ent System of Louisiana

, Inc. 
Post Office tlox 14619, Baton Rouge, Louisiana, 70898-4619. 

- 12 
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NORTH CA1)DO HOSPITAL SERVICE DISTRICT~ d/b/a N ORTH CADI)O M EDICAL CENTER 

N OTES TO FINAN CIA L STATEM ENTS 

Note 9 - Pension Plan (Continued) 

Plan Fundin.g 

Em ployer and em ployee contributions to the Pension Plan are established by state statute. For the years 
ended December 31, 1999 and December 31, 1998, employees contributions are 2 percent and 2.5 percent, 
respecti~,ely, of covered wages in excess of $100 per month. Employer contributions are 2.5 percent of 
covered wages for the years ended D ecem ber 31, 1999 and D ecem ber 31, 1998. In addition to the 
aforem em i~med contributions the tax collectors of various parishes contribute one fourth of one percent of 
all tax colleclions. 

The M edical Center's contributions to the t'lan for the m ost recent three years are as follows 

Yem Ended June 30 
2000 
1999 
1998 

Note 10- Am bulance Prosperty Taxes 

Percentage of 
Am ount R~_equired Am ount 
$ 52,203 100% 
52,558 100%  
48,950 100%  

The M edical Center received $158,996 and $ 152,461 in property tax revenues for the years ended June 30, 
2000 and June 30, 1999, respectively. This revenue is used prim arily for the establishm ent, m aintenance 
and oper~tion of an ambulance service for the residents of the North Caddo Hospital Service District. Any 
revenues in excess of the am bulance service costs m ay be used for m aintaining, operating, and im proving 
the M edical Center. 

The property tax is assessed on January 1, levied not later than June 1, due by December 31, and liened on 
January 1 (one year after the assessment date). The Caddo Parish Sheriff Department collects the taxes. 
The property tax revenues are sum m arized as tbllows: 

Prnp~::rty Tax A ssessm ent 
Allowance for Uncollectible Assessm ents 
Property Tax Collected 

Adjustnlents, Interest and 
Prior Period Collections 
Properly Taxes Reported 

Year Ended June 30 
2000 1999 

$ 176,112 
(20,545) 
155.567 

3,429 
$ 158,996 

$ 168,228 
( 166A_13~) 
152,092 

369 

$ L52 ,46! 

]'he am bulance serv ice property tax levy expired in M ay 1997. A renewal vote to extcnd the tax levy for an 
additional ten years was held in M arch 1997 and was approved. The renewed tax levy  will expire in M ay 
2007. 

- 13 
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N ote 11- Advertising 

N OTES TO FINAN CIAL STATEM ENTS 

Advertising costs for the years ended June 30, 2000 and June 30, 1999 are $7,850 and $7,158, respectively 

Note 12- Significant Estim ates 

As described at Note 3, estim ated allowances from accounts receivable for bad debts and contractual 
discounts and settlem ents have been provided. Due to uncertainties inherent in the estim ation of such 
allowances, it is at least reasonably possible that actual bad debts and contractual discounts and settlements 
that m atelialize in the near term could differ m aterially from  the estim ates. 

As described at Note 14, the M edical Center participaIes in the Louisiana ttospital Association M alpractice 
Insurance Trust Fund and W orkm an's Compensation Group Self-Insurance Fund. Due to uncertainties 
inherent in the estim ation of potential claim s, it is at least reasonably possible that actual claim s that 
m aterialize in the near term could differ m aterially from the estim ates. 

As described at Note 21, m anagem ent has estim ated am ounts payable for cost reim bursem ents overpaid by 
M edicaid. Due to the highly com plex rules of the M edicaid program , it is at least reasonably possible that 
the actual am ounts repaid to the M edicaid program could differ m aterially from the estim ates. 

N ote 13- Rental Incom e 

The M edical Center leases office space in its Extended Services building to W illis-Knighton M edical Center 
under a three-year operating lease that expires June 30, 2000. Rental incom e is presented in the statement 
of operations as nonoperating revenue. Rental incom e for each of the years ended June 30, 2000 and June 
30, 1999 is $9,600. See Note 17. 

N ote 14- Insurance 

North Caddo M edical Center is a participant of the Louisiana ttospital Association M alpractice Insurance 
Trust Fund and W orkm en's Compensation Group Self-Insurance Fund. These trust funds retrospectively set 
prem ium s f(w m em bers based on the loss history of each entire group. ~I]le M edical Center expenses 
prem ium s paid to these m ulti-provider captive insurance companies over the policy periods covered. 

According to the trust document for the Malpractice Insurance Trust (the "Trust"), participants are jointly 
and se'~erally liable for the obligations of the "[rust with the right of indemnity am ong the participants for 
each participant's pro rata share of the obligation as form ulated in the trust docum ent. Each participant has 
this contingent assessm ent liability for the paym ent of actual losses and expenses incurred while a 
participant m the ]'rust. This contingent liability is not to exceed the am ount necessary to make up trust 
fund deficiencies in the trust fund year in which the obligations were incurred, and such liability is not to 
exceed an am ount equal to the charges otherw ise due by such participant during such plan year. 

According to the trust document for the W orkm en's Compensation Group Self-Insurance Fund (the "Fund") 
participants are liable jointly and in solido for claims not paid pursuant to Subparl J of Part I of Chapter 10 
of Title 23 of" the l,ouisiana Revised Statues of 1950, with the right of indemnity among the participants for 
each participant's pro rata share of the obligation as form ulated in the trust docum ent. Each participant has 
this contingent assessm ent liability for the paym ent of actual losses and expenses incurred while a 
participanl m the Fund, but only to the extent that such losses and expenses are not paid by the excess 
coverage secured by the Fund. 

14 - 
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Note 14- Insuran~e (Continued) 

N ote 15- 

N OTES TO FINAN CIAL STATEM ENTS 

CA I. 

Under ctlrlcnl Louisiana law, the M edical Center's liability for m edical m alpractice is statutorily limited to 
$500,000 per claim . To cover this exposure, the M edical Center has obtained insurance coverage of 
$100,000 per claim with the Louisiana Hospital Association M alpractice and General Liability Trust and an 
additional 8400,000 per claim w ith the State of Louisiana Patient's Com pensation Fund. 

M anagem ent dues not believe that any significant contingent liabilities exist under these insurance 

arrangem ents. 

V 

During the year ended June 30, 1999, the M edical Center entered into a capital lease tbr the acquisition of 
an AS/46~ computer system . The am oum of ~he asset ~apitalized under ibis lease is $50,~3(30. 

N ote 16- Self-Fundcd Unem plov!nent Claim s 

N ote 17- 

North Caddo M edical Center becam e self-funded with respect to unem ployment claim s effective October 1 
1998. As a self-funded em ployer, the M edical Center m ust reim burse the Louisiana D epartm ent of 1.abor 
on a dollar-for-dollar basis for unem ploym ent benefits paid to form er em ployees. For the year ended 
June 30, 1999, the M edical Center reimbursed the Louisiana Department of Labor $393, for claims paid on 
behalf of the M edical Center. No claim s were paid by the Louisiana Department of Labor on behalf of the 
M edical Centcr during the year ended June 30, 2000. 

The M edical Center signed a three-year contract with Temple Resource M anagement, hm. (TRM) for 
claim s m anagenmnt services at an annual cost of $2,000. TRM  evaluates all claim s, recom m ends 
appropriate action for all notices the M edical Center receives from the Louisiana D epartm ent of Labor, and 
audits the experience rates and unem ploym ent benefits charged to the M edical Center, 

M anagemenl does not believe that any significant contingent liabilities exist undcr this arrangcm ent at 
June 30, 2000. 

~.elated Parlv Transac 

On August 25, 1997, to expedite the com pletion of patient charts and thereby im prove the M edical Center's 
cash flow, the M edical Center approved a contract whereby the M edical Center agreed to share equally with 
the M edical and Surgical Clinic (the "Clinic") the employment costs of a physician's assistant employed by 
the Clinic. On or about October 20, 1998, Dr. Stephen Taylor, a staff physician of the M edical Center, was 
appointed to the M edical Center's board of com m issioners. Dr. Taylor has a financial interest in the Clinic. 
Dr. Taylor lesigned from the Board due to a possible conflict of interest effective September 21, 1999. 
During the ,/ear ended June 30, 2000, the M edical Center term inated the contractual arrangem ent with the 
Clinic efl'ective April 22, 2000. 

During the year ended June 30, 2000 and July 30, 1999, while Dr. Taylor served as a voting m em ber of the 
M edical Ccntcr's board, the M edical Center disbursed $5,615 and $23,537, respectively, to the Clinic for its 
share of tile physician assistant's em ploym ent cost. 

- 15 
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SERV ICE 

nsactions (Continued) 

L 

D 

On April 2,t, 2000 the M edical Center entered into a m anagem ent contract with W illis-Knighton M edical 
Center (W KMC). Under this contract, W KM C has agreed to manage the operations of the Medical Center 
and to provide the M edical Center with a qualified administrator. The adm inistrator is an employee of 
W KM C and acts on behalf of W KM C in the M edical Center's best interest. The contract is for three years 
and reqtm es that the M edical Center reim burse W KM C for the salary and benefits of the M edical Center's 

adm inistl ator. 

During the period April 24, 2000 to June 30, 2000, the M edical Center received rental incmne from W KM C 
m the amount of $1,600 for leased office space in its Extended Services building. See Note 13. 

During the period April 24, 2000 to June 30, 2000, the M edical Center received grant income from W KM C 
in the am ount of $53,333 as reimbursement for anestb, esi~lc~gy pl~ysician fees. See Note 18. 

During thc period April 24, 2000 to June 30, 2000 
laundry services and various patient services from 

the M edical Center pm chased $15,618 of office supplies, 
W K M C. 

At June 30, 2000, the M edical Center owes W KM C $17,207, for various services and supplies, which is 
included m accounts payable. 

N ote 18- G r.._ _ant l dl3con?e 

N ote 19 

During the years ended June 30, 2000 and June 30, 1999, the M edical Center received $320,000 and 
$80,000. respectively, from W illis-Knighton M edical Center as reimbursement tbr anesthesiology physician 
fees. The ptlrpuse of these grants are to help the M edical Center re-establish an obstetrics departm ent. See 

N ote 17. 

Loss on Im pairment of L_ ong-Lived Asse~ 

P, akcr llem atology Equipm ent 

N ote 20- Concentrations 

Carrying 
Am ount 

Fair lm painnent 
V alue Loss 

See Note 3 concerning revenues derived from patients who are beneficiaries under the M edicare program 

See Note 3 concerning significant financial resources provided from M edicaid Disproportionate Share 

Paym ents. 

See Note .4 concerning uncollateralized bank deposits 

16 - 
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RTH CADDO IvIEDICAL CENTER 

N ote 21- Subsequent Event 

NOTES TO FIN AN CIAL STATEM ENTS 

In Decem ber 2000, the M edical Center was notified by one of its consultants that the reports used to 
calculate the M edicaid unreimbursed costs (M edicaid Disproportionate Share Payments - Note 3) affecting 
the years ended June 30, 1998, 1999 and 2000 appear to have been miscalculated. Due to the highly 
com plex and technical issues involved, the am ounts of the overpaym ents owed to the M edicaid program are 
not readily determ inable. M anagem ent estim ates the total am ount of the overpaym ents for the three years 
will range flora $600,000 to $900,000 with the effects on each year being approximately equal. 
M anagem ent does not believe any amount within the range to be a better estim ate than any other am ount. 
In cases w here only a range of a contingency can be reasonably estim ated, and no anaount w ithin the range 
is bettm than any other am ount, generally accepted accounting principles call for the accrual of the am ount 
at the low end of the range. Accordingly, the M edical Center has accrued $600,000 a June 30, 2000 for 
overpaym ents owed to the M edicaid program and restated the June 30, 1999 financial statem ents for the 
estim ated effects of the overpaym ent at June 30, 1999 and for the year then ended. The effects of the 
overpayments on the three years involved are estimated at $200,000 for each year. A summary of the 
effects of lhe restatem ents to the June 30, 1999 financial statem ents follows: 

abilities and Fund Balance 
Estim ated Third-Party Payor Settlem ents 

Total Current Liabilities 
Total [ labilities 

Fund Balance: 
Unreslricted 

Total Fund Balance 

Statem ent of Onerations and Changes in Fund 
Fund Balance-Proorietarv Fund 
N et Palicnt Revenue 

Tolal Operating Revenues 

Operating (Loss) 
Increase (Decrease) in Unrestricted Fund 
Balm Jce 

Unrestricted Fund Balance at Beginning 
of Year 

Unrestrictcd Fund Balance at End of Year 

Statem eut of Cash Flow s-Pronrietarv Fund 
Increase (Decrease) in Unrestricted Fund Balance 
Increase m Accounts Payable 

- 17 - 

A s Originally 
Reported 

4,300,046 
478,249 

3,539,386 
3,539,386 

4,979,406 
4,982,439 

( 154,690) 

142,407 

3~396,979 

3,539,386 

142,407 
69.640 

A s 
Restated 

400,000 
700,046 
878,249 

3,139,386 
3,139,386 

4,779,406 
4,782,439 

( 354,690) 

( 57,593) 
269.640 

Increase 

(Decrease) 

$ 400,000 
400,000 
400,000 

400,000 
400.000 

200,000) 
200,000) 
200,00O) 

200,000) 

(_200,000) 

( 200,000) 
200.000 
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IN DEPEN DENT AU DITORS' REPORT ON SU PPLEM EN TAL INFORM ATION 

Board of Com m issioners 
North Caddo Hospital Service District 
V ivian, Louisiana 

O ur audits nr the June 30, 2000 and June 30, 1999 financial statem ents of North Caddo Hospital Service 
District, d/b/a North Caddo M edical Center were perform ed for the purpose of form ing an opinion on the basic 
financial statements laken as a whole. Schedules 1 through 5 which follow are presented lbr purposes of 
additional analysis and are not a required part of the basic financial statem ents. Such information has been 
subjected to the audiling procedures applied in the audits of the basic financial statements and, in our opinion, is 
fairly stated in all m aterial respects in relation to the basic financial statem ents taken as a whole. 
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Schedule 2 

NORTH CADDO HOSPITAL SERVICE DISTRICT dPo/a NORTH CADDO M EDICAL CENTER 

GEN ERAL AN D ADM IN ISTRATIVE EX PEN SES 

FOR THE Y EARS END ED JIJNE 30. 2000 AN D JU NE 30. 1999 

General and Adm inistn~tive Salaries 
Professional Fees 
Telephone 
Insurance 
Em ployee Benelits and Payroll Taxes 
Supplies and Othcr 

- 20 - 

Year Ended June 30 
2000 

206,146 
51,160 
22,926 
84,370 
347,775 
139,5~  

1999 

185,771 
35,608 
22,470 
96,704 
348,743 
124,557 
813,853 



Schedule 3 

N ORTII CAI)DO IIOSPITAL SERVICE D ISTRICT d/b/a N ORTH CADD O M EDICAL CENTER 

olYioerlSall Orl 

M PENSATION PAID TO M EM BERS OF THE BOARD OF COM M ISSIONEP.S 

,
n c

_!Rdir ~ pe 
M em bers: Paid to Boa 

Earl G . W illiam son, Jr 
Kenneth D . Clay 
Bob L. Bogan 
Robert G uth 
tlelen Adger 
Stephen Taylor, M A). 

FO R TIIE YEAR END ED JU NE 30. 2000 

21- 

Paid Board 
M eetings Attended Com pensation 

12 
12 
12 
12 
12 
2 

1,500 
1,500 
1,200 
1,200 
1,200 
200 



Schedule 4 

N ORTI1 CA1)DO ttO SPITAL SERV ICE D ISTRICT. d/b/a N ORTH CA DI)O M EDICAL CENTER 

Total Gross P, evenue 

D iscounts and Bad Debts 

Cost and Expense~ 

Net lncome (Loss) 

Total llospital Patient l)ays 

A dm issions 

Inpatient Revenue per Patient D ay 

npatient Revenue as a Percent 
of Total Patient Rcvcnue 

Net Income (Loss) per Patient Day 

SUM M ARY OF OPERATING RESU LTS 

Year ended June 30 
2000 1998 1997 1996 

8,893,961 8,869,112 7,653,223 7,868,823 7,778,423 

4,123,038 4,250,930 3,682,442 3,478,210 3,577,532 

4,889,77fi 4~75,775 4,268,652 4,105~ ! 

2,768 

711 

1.818 

60.23%  

(42.94) 

2,964 

724 

1.849 

63.97%  

( 19.43) 

2,708 

692 

1.903 

69.41%  

(110.00) 

2,755 

682 

1.875 

67.91%  

103.60 

~ 8,615 

452,276 

3,039 

726 

1.743 

148.82 

Net Income (Loss) as; a Percent 
of Gross Patient Revenues ( 1.34)% ( .65)% ( 3.89)% 3.75% 6.02% 

Num ber of D ays Net Patient Revenues 
in Net Patient Reccivables 71.05 70.96 66.27 82.94 89.28 

Num ber of Days Net Paticnt Revenues 
(W ithout M edicaid Disproportionate 
Share Payment) Jn Net Patient 
Receivables 74.34 74.59 68.67 82.94 89.28 

A verage Length of Palienl Stay 
in Days 3.89 4.09 3.91 4.04 4.19 
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IND EPEND ENT AUD ITORS' REPORT O N COM PLIAN CE AND ON INTERN A l., CONTROL 
O VER H NAN CIA L REPORTING BA SED ON AN AUD IT OF FINAN CIA l, STATEM ENTS 

PERFORM ED IN ACCORDAN CE W YI'tt G OV ERNM ENT AUDITING STANDA R1)S 

Board of Com m issioners 
N orth Caddo tlospital Service D istrict 
V ivian, Louisiana 

W e have audited the financial statem ents of N orth Caddo tlospital Service D istrict, d/b/a N orth Caddo 
M edical Center at and for the year ended June 30, 2000 and have issued our report thereon dated Septem ber 6, 2000 
W e conducted our audit in accordance with generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Com ptroller General of the United 
States. 

Com pliance 

As part of obtain ing reasonable assurance about whether North Caddo Hospilal Service District, d/b/a North 
Caddo M edical Center's financial statem ents are free of m aterial m isstatem ent, we perform ed tests of its com pliance 
w ith certain provisions of laws, regulations, contracts and grants, noncom pliance w ith which could have a direct and 
m aterial effect on the determ ination of financial statem ent am ounts. However, providing an opinion on com pliance 

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 instances of noncompliance that are required to be reported under Govermnent Auditing 
Slamlards and which a~e described in the accom panying schedule of findings and questioned costs as Findings 00-1 
through 00-3. 

Intern al Control ()vet Financial ReEorting 

In planning and perform ing our audit, we considered North Caddo Hospital Service District, d/b/a North 
Caddo M edical Center's internal control over financial reporting in order to determ ine our auditing procedurcs for the 
purpose of expressin g our opinion on the financial statem ents and not to provide assurance on the intern al control 
over financial rel)ortmg. 
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Board of Com m issioners 
North Caddo ttospital Service District 

September 6, 2000 
Page 2 

tlowever, we noted certain m atters involving internal control over financial reporting and its operation that 
we consider to be leporlable conditions. Reportable conditions involve m atters com ing to our attention relating to 
significant deficiencies in the design or operation of the internal control over financial reporting that, in our 
judgement, could adversely affect the M edical Center's ability to record, process, summarize and report financial data 
consistent with the assertions of m anagem ent in the financial statem ents. These reportable conditions are described 
in the accom panying schedule of findings and questioned costs as Findings 00-4 through 00-8. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the internal control 
com ponents does not reduce to a relatively low level the risk that m isstatem ents in amounts thai would be m aterial in 
relation to tim financial statem ents being audited m ay occur and not be detected within a tim ely period by employees 
in the norm al course of perform ing their assigned functions. Our consideration of the internal control over financial 
reporting would not necessarily disclose all m atters in the intern al control that m ight be reportable conditions and, 
accordingly, would not necessarily disclose all reportable conditions that are also considered to be m aterial 
weaknesses. However, we do not believe the reportable conditions described above are m aterial weaknesses. 

This report is intended solely for the information and use of the Caddo Parish Com m ission, Board of 
Com m issioners, m anagem ent, and others within the organization and the O ffice of the Legislative Auditor for the 
State of Louisiana and is not intended to be and should not be used by anyone other than these specified parties. 
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]NDEI'ENI)IN T AUDITORS' SUM M ARY SCHEI)U1,E OF FINDINGS AN[) QI_JESTIONED COSTS 
For the Year Ended June 30. 2000 

W e have ;indited the financial statem ents of North Caddo Hospital Service District, d/b/a North Caddo 
M edical Cenler at and tbr the year ended June 30, 2000, and have issued our report thereon dated Septem ber 6, 2000 
W e conducted our audit in accordance w ith generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Com ptroller General of the United 
States. Our audit oflhe financial statem ents as of June 30, 2000 resulted in an unqualified opinion. 

Secliou 1 - Sum m ary of A uditors' R eport 

a. Report of Internal Control and Com pliance M aterial to the Financial Statem ents 

M aterial W eaknesses - N o Reportable Conditions - Y es 

Com pliance 
Com pliance M aterial to the Financial Statem ents - Yes 

b. M anagem ent Letter 

M anagenlcnt letter issued - N o 

Section 2 -. Financial Statem ent Findings 

FINDING 00.,1 - Bank ])el?osits Held at Citizens Bank & Trust Not Fully Co]lateralized with Governm e 
Securities 

R equirem ent - l,a. Rev. Stat. 39:1221 requires bank deposits in excess of the FDIC insured anaount to be 
fully collateralizcd with interest bearing securities. 
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Condition - At Jane 30, 2000, the M edical Center's deposits with Citizens Bank 61: Trust totaled $1,271,160 
and are not fully insured or collateralized with govern ment securities. The FDIC insured amount is $100,000 
and the am ount of the governm ent securities pledged as collateral is $950,000. AS a result, $221,160 of the 
M edical Center's deposits at Citizens Bank & Trust w ere not collateralJzed w ith governm ent securities at June 
30. 2000. 

Cause - Citizens Bank & Trust did not realize that the total deposits were not collateralized at June 30, 2000 
All of the M edical Center's bank accounts were not coded as "public fund" accounts. 

Recom m endation - The M edical Center should request that Citizens Bank & Trust code all of the M edical 
Center's bank accounts as "public fund" accounts so the deposits will be either FDIC insured or co]lateralized 
with goveJnm ent securities. The M edical Center should also m onitor the collateralization on a m onthly basis 

M anagem ent's Response - Citizens Bank & Trust has now coded all of the M edical Center's bank accounts 
as "public fund" accounts and at July 31,2000 all outstanding deposits were fully collateralized. The M cdica 
Center w ill m onitol the collateralization on a m onthly basis. 

FIN DIN G 00-2 
bv Law for theil 

Center's Board of Com m issioners Receive a Per D iem that is M ore than Reuuirc 
~,ltendance at Regular M onthly Board M eetings 

Requirement - La. Rev. Stat. 46:1053(C)(2)(a) permits a per diem to each member of the commission in an 
amount of not less than $25 nor m ore than $40 for each day of attendance at meetings of the comm ission, not 
to exceed 12 m eelings per year. 

Condition - "l'he M edical Center's Board of Com m issioncrs each are paid $100 per day for their attendance at 
the regular m onthly board m eetings which is $60 m ore than the m axim um allowed by the above law. The 
chaiqgcrson of the Board is paid $150 per day for his attendance at the regular m onthly board m eetings which 
is $110 more than the maximum allowed by the above law. 

Cause - N eithel the Board of Com m issioners nor the M edical Center were aware o f the La. Rcv. Slat 

46:1053((:)(2 )(a) per diem limitation. 

Recom m eadation - The M edical Center shotdd begin to pay the members of the Board an amount of not less 
than $25 nor rnore than $40 per diem per board meeting, not to exceed 12 paid meetings per year, as allowed 
by La. P, ev. Slat. 46:1053(C)(2)(a). 

M anagem ent's Response - Beginning im m ediately with the November 2000 Board m eeting, the m em bers of 
the Board will be paid $40 per diem for each day of atlendance at m eetings of the com m ission, not to exceed 
12 meetings pet year in accordance with La. Rev. Stat. 46:1053(C)(2)(a). 

N D1NG 110-3 - The M edical Center is Im nror)erlv Com oletin~ and S 
nn ttCFA -1500 w ith M edicare 

Requirem ent - M edicare prohibits paym ent for services to entities other than the practitioner who provided 
the services unless the practitioner specifically authorizes the other entity to receive paym ent for his or her 
services, per Federal l,~egulation 42 CFR 424.80. To allow for the reassignm ent of the benefits due to 
em ploym ent or a contract between a physician and a hospital a HCFA 855R, Individual Reassignment of 
Bencfils Application, is subm itted to M edicare. Once M edicare approves this application then the hospital 
can bill M edicare for services provided under em ploym ent or contract by the physician. M edicare also 
requires that the Ileattb Insurance Claim  Form HCFA- 1500 be com pleted w ith the nam e and unique personal 
identification ~mm ber of the physician w ho perform s services for a patient. 
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Condition - During our audit field work, w e were inform ed by M edical Center staff that subsequent to 

June 30, 2000, for Medicare claims related to emergency room (ER) patients, the M edical Center had begun 
the practice of com pleting and subm itting IK ?FA-1500 using two long-tim e staff physicians nam cs and their 
unique physician identification numbers (UPIN) in cases where the physician that performed the ER services 
had not yet obtained M edicare's approval tbr rcassignm ent of benefits. W e corroborated this inform ation by 
inquiry of m anagem ent and exam ination of several Form s HCFA- 1500. 

R ecom m endation - The M edical Center should not bill M edicare for a specific physician's services until 
M cdicare has approved the reassignm ent of benefits. The M edical Center should also im plem ent procedurcs 
to ensure that the tlCFA 855R form s be com pleted and subm itted to M edicare im m ediatcly after each new 
physician is approved by the board to practice at the M edical Center. 

M anagem eut's R esponse - The reassign m ent approval process by M edicare is very  slow , som etim es taking 
up to three m onths. The M edical Center's reim bursem ent would not be any different by using a different 
physician's name and UPIN. Also, by having to wait to bill M edicare for the services perform ed by 
physicians, for whom the M edical Center has not yet received reassignm ent approval, causes a cash flow 
hardship on the M edical Center. The M edical Center, however, will not bill M edicare for a specifc 
physician's services until M edicare has approved the reassignm ent of benefits. The M edical Center will 
implem ent tn ocedures to ensure that the 11CFA 855R form s be com pleted and subm itted to M edicare 
im m ediately afier each new physician is approved by the board to practice at the M edical (.;enter. 

N I)IN G 0(I-4 - hat ble C ofl 

Condition - l)uring the audit fieldwork we noticed that the pharm acy doors were open and unlocked when 
unattended. 

Criteria - Access to pharm acy supplies should be restricted to specific persons 

R ecom m endation ~ The M edical Center should establish policies to restrict access: to the pharm acy supplies 
The doors to the pharm acy should be closed and locked when unattended. 

M anagem ent's Response - There are policies for restricting access to the pharmacy supplies in existence 
Other than the pharm acist and the pharm acist assistant, access to the pharnm cy supply room is prohibited 
The policies w ill be re-reviewed w ith the pharm acist and any violations w ill be corrected im m cdiately. 

FINDING 00-5 - Internal Control Reportable Condition - lnadeauate Safeauardin~ of M edical Records 

Condition - l)uring the audit fieldwork we noticed that the m edical records building is not properly 
safeguarded against unauthorized entry. The front and back doors are not always locked whether the building 
is attended or unattended by departm ent personnel. 

Criteria - Access to m edical records should be restricted to specific persons. 

Recom m endation - The M edical (;enter should establish policies to restrict access to the m edical records 
departm ent. The front and back doors to the building should rem ain locked at aIl tim es when the building is 
unattended. 

M anagem ent's Response - Policies for restricting access to the m edical records building will be established. 
These policies will be reviewed with the head of m edical records and departm ent personnel and any violation 
of the policies w ill bc corrected innnediately. 
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FIN DING 00-6 - Internal (;on 
Aonroved bv tim Board of Con 

Reoortab 
ssioners as Stin 

ition - Paym ents are Being M ade Tha! ttave Not 
ated Under C'on~rne! 

Condition - According to the contract betw een the M edical Center and W illis-Knighton M edical Center all 
increases or additional expenses paid under the contract must be first approved by 1he Board of 
Com m issioners. In addition to reimbursing W illis-Knighton M edical Center for the M edical Center's 
Adm inistrator's salary and benefits package, the board has also approved to pay the adm inistrator $400 per 
m onth for aulo allowance. In addition to receiving the $400 per m onth auto allowance, the Adm inistrator is 
also using the M edical Center's Fuelm an credit card for gasoline purchases, which has not been approved by 
the Board o f (?omm issioncrs. 

C riteria - The Board of Com m issioners should approve the reim bursem ent of the A dm inistrator's gasoline 
purchases as stipulated under the contract with W illis-Knighton M edical Center. 

Recom ntendation - Either the Board of Com m issioners should approve the A dm inistrator's use of the 
M edical Center's Fuelm an credit card for gasoline purchases or the M edical Center should discontinue paying 
for the Adm inistrator's gasoline and seek reim bursem ent for the unapproved prior purchases. 

M anagem ent's Response The M edical Center's Board of Com m issioners, during Executive Session of thc 
regular m onlhly board m eeting held in November 2000, voted to approve the Adm inistrator's use of the 
M edical Center's Fuelm an credit card for gasoline purchases. 

FIN DING 00..7 ~ Internal Contr< 
Tim ely Followed I h) fi)r Pavm en 

rance (;lalm s are N ot (;onslslenllv or 

Condition - The M edical Center is not consistent in the follow up of m edical in surance claim s filcd. A fter an 
insurance claim has been filed on behalf of a patient, the M edical Center does not m aintain a consistent policy 
of tim ely followintg up on the filed claim s. Not having a consistent tim ely policy can cause a delay in cash 
flows and the potential for the M edical Center being required to ultim ately write the: account off if the 
insurance com pany's resubm ission period is exceeded. 

C riteria - Filed insurance claim s should be review ed by a designated em ployee to insure that adequate follow 
up is m ade on these claim s. 

Recom m endation - The M edical Center should adopt a policy that would insure that all filed insurance 
claim s are fi)llowed up on a m onthly basis. 

M anagem ent's Response - A policy will be adopted that insures that all filed insurance claim s arc followed 
up on a monthly basis. 

FIN DING 00--8 - lnlem a 
nsistentlA!_ .A_

D.PJy a Collection Policy on Patients' Accounts Receivab or 

Condition - The M edical Center does not m aintain or consistently apply collection procedures on patients' 
accounts receivable. The auditor noticed on several patient's accounts where the balances are over 90 days 
old w ith no activity on a patient's account, nor, w as there any evidence where any cnntact w ith the patient, 
other than the m onthly filcd statem ents, has been m ade by the M edical Center. 

Criteria - The M edical Center should establish and consistently apply an accounts receivable collection 
policy for their patients' accounts receivable to ensure better cash flows and reduce the potential for additiona 
bad debts, 
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Recom m endation - The M edical Center should m aintain a written collection policy establishing a set of 
criteria of when additional col]ection eflbrts are required on a patient's account. This policy should then bc 
cousistcntly and tim ely applied. 

M anagem ent's Response - The M edical Center has created a new collection department and has hired two 
part-tim e em ployees for this departm ent. The M edical (;enter will establish a written collection policy with a 
set of criteria of when additional collection efforts are required on the patient's account. This policy will be 
consistently applied on a tim ely basis. 

Section 3 - Federal Award Findings and Questioned Costs 

N/A 
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NORTII CAI)DO HOSPITAL SERVICE DISTRICT d/b/a NORTH CADDO M EDICAL CENTER 

M ANAGEM ENT'S SCI tEDULE OF PRIOR YEA R FIN DING S 
For the Y ear Ended June 30. 2000 

Section 1 - Internal Control anti C om pliance M aterial to tile Financial Statem ents 

Finding 99-7 - The M edical Center had a contractual agreem ent with the M edical and Surgical Clinic to 
share equally the employm ent costs of a physician's assistant employed by the: Clinic. Dr. Stephen 
Taylor, who has a financial interest in the Clinic, was serving on the M edical Center's Board of 
Com m issioners. There was a possible violation of ethics standards for public servants as a result of this 
contraclvlal agreem ent w ith the Clinic and Dr. Taylor serving on the M edical Center's Board. 

Status - This condition has been resolved. At the Septem ber 21, 1999 regular Board m eeting, it was 
unanirnously voted to change Dr. Taylor's status from active board m ember to functioning ex-officio 
board m em ber. Under this status, he will not have voting privileges or receiw." any type of paym ent. 
A lso, at the M arch 21,2000 regular Board m eeting, it was unanim ously voted to term inate the contract 
between the M edical Center and the M edical and Surgical Clinic. The contract was effectively 
tenninalcd on April 22, 2000. 

Finding 99-2 - The M edical Center had acquired, by executing a capital lease, com puter equipment in 
excess; of $15,000 without letting for public bid as required by La. Rev. Stat. 38:2212 (A)(1)(a)(i). 

Status - It was determ ined that corrective action for this condition was not practicable. The purchase of 
this com puter equipment was considered to be an upgrade to the com puter system in order to be Y2K 
com pliant. This upgrade was far less costly than purchasing an entirely different com puter system . 

Finding 99-3 - The M edical Center renovated the obstetrics w ing of its hospital building at a cost of over 

$100,000 without letting for public bid as required by La. Rev. Slat. 38:2212 (A)(1)(a)(i) and La. Rev. 
Stat. 38:2212 (A)(1)(d). 

Status - It was determ ined that corrective action for this condition was not practicable. The hospital 
m aintenance departm ent proposed that the renovations could have been done in-house for less than 
$100,000. Because management choose to let the in-house maintenance department do the renovations 
they did not think it necessary to go to bid. The prnject went a little over the $100,000 limit, but it was 
far less than the M edical Center w ould have expended w ith an outside contractor. 

Finding 99-4 - The total am ount of deposits w ith Citizens Bank & Trust at June 30, 1999 w ere not fully 
insured or eollateralized w ith qualifying securities as required by La. Rev. Stat. 39:1221. Citizens 
pledged two Texas m unicipal bonds, which were not considered qualifying securities, as collateral tbr 
the M edical Center's deposits. 

Status - Citizens Bank & Trust now only uses qualifying securities as required with La. Rev. Slat. 
39:1221 to collateralize the M edical Center's deposits. However, not all the M edical Center's deposits 
were properly collateralized at June 30, 2000. See Finding 00-1 of the Independent Auditors' Sum m ary 

Schedule of lqindings and Questioned Costs for the Year Ended June 30, 2000. 

Finding 9% 5 - The M edical Center was not adequately safeguarding the pharm acy inventory. The doors 
to the pharm acy supply room were not kept locked when unattended, and pharm acy supply carts were 
left unattended and unlocked in the halls of the hospital. 
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Status - Tiffs condition has not been completely resolved, however the pharm acy supply carts are now 
under control. See Finding 00-4 of the Independent Auditors' Sum m ary Schedule of Findings and 
Questioned Costs for the Year Ended June 30, 2000. 

Finding 99-6 - Selection of the patient accounts receivable that w ere over 180 days old for transfer to the 
bad debt category was centralized in one person, the hospital adm inistrator. There was no policy that the 
accounts selected for transfer to the bad debt category be reviewed and approved by another person. 

Status - l'his condition has been resolved. The M edical Center adopted a new policy that dcsignated 
Jean I] arkness in the Business Office as the person to review the listing of accounts selected for bad 
debts. Also, under this new policy, a list of the bad debts m ust be reported to the Board of 
Com m issioners. 

Finding 99-7 - Reconciliation of accounts receivable subsidiary  ledger to the general ledger control 
account was attem pted every  m onth, but certain unidentified differences were allowed to go unresolved 

Status - This condition has been resolved. The accounts receivable has been reconciled and balanced 
successfully each and every  m onth. 

Section 2 - Internal Control and C om nliance M aterial to Federal A w ards 

N /A 

Section 3 - M anagem ent I,etter 

N o findings during prior year 
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