
H O SPITA L SER V IC E D ISTR IC T N o. 1 O F 
EA ST BATO N R O U G E PA R ISH ~ LO UISIAN A 

D/B/A LANE M EM O RIAL H O SPITAL 

FIN A N C IA L STA TEM EN TS 

JU N E 30. 2000 A N D 1999 



 



H O SPITAL SERVICE DISTRICT No. 1 O F 
EAST BATO N RO UG E PARISH 1 LO UISIANA 

D/B/A LANE M EM O RIAL H O SPITAL 

FINANCIAL STATEM ENTS 

JUNE 30. 2000 and 1999 



Independent A._u_ _d i_t_ozs_'_ R e p o r t s 

Independent Auditors' Report 

C O N T E N T S 

Independent Audilors' Report on compliance and on 
internal control over financial reporting based on 
an audit of the general purpose fnancial statem ents 
perform ed in accordance w ith Government 
Auditing Standards 

Financial Statem ents 

Balance Sheets 

Statements of Operations 

Statem ents of Changes in Fund Balance 

Statem ents of Cash Flows 

N otes to Financial Statem ents 

S u p p le m e n t al_ Ln__fg_r_m _a_t io n_ 

Independent Auditors' Report on Supplemental Inform ation 

Schedules of Board of Commissioners and Salaries 

2-3 

4 -5 

6 

7 

8-9 

10 - 20 

21 

22 



]'osllc(hw aile & N ellcr~'ille 
A Professior ol Accounting Corporalion 

Associoled Offices it, I'dr,c ipol Cities el the Unitr:d Slales 

WW w.prlcpa.cor'fl 

NDEPENDENT AU DITO RS' REPO RT 

The Board of Com m issioners 
Hospital Service District No. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M emorial Hospital 

W e have audited the accompanying balance sheets of Hospital Service D istrict No. 1 of Eas t Baton Rouge 
Parish, Louisiana (d/b/a Lane Memorial Hospital), a component unit of the City-Parish of Baton Rouge, as of 
June 30, 2000 and 1999, and the related statements of operations, changes in fund balance, and cas h flows for 
the years then ended. These financial statem ents are the responsibility of the Hospital's m anagem ent. O ur 
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 an d the standards applicable 
lo financia'J an dit~ coa~'ta:med in G overnment Auditing Standards, issued by the Ct~'nptro~er Genera~ of the 
United States. Those standards require that we plan and perform the audits to obtain reasonable as surance 
about whether the financial statements are free of m aterial m isstatement. An audit includes exam ining, on a 
test bas is, evidence supporting the amounts an d disclosures in the financial statements. An audit also includes 
assessing the acco unting principles used an d significant estimates m ade by m anagem ent, as  well as  evaluating 
the overall financial statem ent presentation. W e believe that our audits provide a reas onable basis for our 
opinion. 

In our opinion, the financial statements referred to above present fairly, in all m aterial respects, the finan cial 
position of Hospital Service District No. 1 of F!ast Baton Rouge Parish, Louisiana (d/b/a Lan e M emorial 
Hospital) as of June 30, 2000 and 1999, and the results of its operations and its cash flows for the years then 
ended in conform ity w ith generally accepted accounting principles. 

In accordance wilh Government.4uditingStandords, we have also issued our report dated August 28, 2000, 
on our consideration of the Hospital's intern al control over financial reporting an d our tests of its complian ce 
with certain provisions of laws, regulations, contracts, an d grants. That report is an integral part of an audit 

performed in accordance with Government AudithTg Standards an d should be read in conjunction with this 
report in considering the results of our audit. 

Baton Rouge, Louisian a 
August 28, 2000 

8550 United Plaza Blvd, Suite 1001 Baton Rouge, [A 70809 Tel: 225.922.4600 Fax: 225.922.4611 
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NI)EPENDENT AUDITO RS' REPORT O N CO M PLIANCE AND 
O N INTERNA L CO N TR OL O VER FINAN CIA L REPOR TIN G 

BASEl) O N AN AUDIT O F TH E G ENERAL PURPO SE FINANCIAL STATEM ENTS 
PER FO RM FD IN A CCO RDANCE W ITH GO VERNM EN TA UDITIN G STANDARD S 

The Board of Com m issioners 
Hospital Service District N o. 1 of 
East Baton Rouge Parish, Louisiana 
dPo/a Lane M em orial Hospital 

W e have audited the finan cial statements of Hospital Service District No. 1 of East Baton Rouge Parish, 
Louisiana (d/b/a Lane M emorial Hospital), a component unit of the City-Parish of Baton Rouge, as of an d for 
the years ended June 30, 2000 and 1999, and have issued our report thereon dated August 28, 2000. W e 
conducted our audits in accordance with generally accepted auditing standards and the stan dards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States. 

Com pliance 

A s part of obtaining reasonable assurance about whether the Hospital'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, nonco mpliance with which could have a direct and m aterial effect on the determ ination of financial 

statement amounts. However, providing an opinion on compliance with those provisions was not the objective 
of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instan ces 
of noncom pliance that ar e required to be reported under Government Auditing Standards. 

Internal Control Over Financial Reporting 

la planning an d perform ing our audits, we considered the Hospital's internal control over financial reporting 
in order to detennine our auditing procedures for the purpose of expressing our opinion on the finan cial 
statem ents and not to provide assurance on the intern al control over financial reporting. Our consideration of 
the intern al control over financial reporting would not necessarily disclose all matters in the internal control 
over financial reporting that m ight be material weaknesses. A material weakness is a condition in which the 
design or operation of one or more of the intern al control components does not reduce to a relatively low level 
the risk that m isstatements in amounts that would be m aterial in relation to the financial statem ents being 
audited may o~,cnr an d not be detected within a timely period by employees in the norm al co urse of perform ing 
their assigned functions. W e noted no m atters involving the intern al control over finan cial reporting and its 
operation that we consider to be material weaknesses. However, we noted other matters involving the intern al 
control over financial reporting that we have reported to m anagement in a separate letter dated August 28, 
2000. 
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This report is intendcd for the information of the Board of Com m issioners, managem ent of Lane M em orial 
Hospital, and the Legislative Auditor of the State of 1,ouisiana ~md is not intended to be and should not be used 
by anyone other than these parties. 

Baton Rouge, Louisiana 
August 28, 2000 
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H O SPITAL SERVICE DISTRICT No. 1 O F 
EAST BATO N RO UG E PA .R.I_SH 1 LO UISIANA 

d/b/a LANE M EM ORIAL I1O SPITAL 

BALANCE SH EETS 
JUNE 3(}, 2000 A ND 1999 

CURRENT ASSETS 
Cash 
Certificates of deposit 
Short-tem l invcstments 
Assets lim ited as  to use 
Patient accounts receivable, net of allowances 
for doubtful accounts of $1,682,549 in 2000 
and $1,326,652 in 1999 

Estim ated third-party payor settlem ents 
Other receivables 
Inventories 
Other current asscts 

Total current assets 

ASSETS LIM ITED A.S TO USE 

A S S E T S 

H eld by trustee in accordance w ith bond indentures 
Internally designated for future capital/m provem cnts 

Total as sets limited as to use 

Less: am ounts required to m eet current liabilities 
Noncurrent assets limited as to use 

PROPERTY AND EOUIPM ENT. ne 

OTH ER ASSETS 
Deferred finmlcing costs 

Tota l other as sets 

TOTAL ASSETS 

lhe accompan ying notes are an mtegrat part ot these statements 
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2000 1999 

$ 4,062,905 $ 
2,750,000 
3,873,504 
521,756 

7,043,472 
134,891 
62,650 
480,101 
227.685 

19.156_964 

521,756 
1.545.104 
2,066,860 

(521,756) 
1,545,104 

5,419,091 
2,750,000 
2,707,732 
500.095 

7,420,222 
350,274 
85,123 
440,800 
154.358 

19.827.695 

500,095 
2,142,667 
2,642,762 

(500,095) 
2.142_667 

28,586.894 26.008.456 

66.886 
66.886 

71,290 
71,290 

$ 4%355,848 $ 48,050,108 



L IA B IL IT IE S A N D F U N D B A L A N C E 

CIIRRENT LIA BI LITIES 
Current m aturities of long-term debt 
Accounts payable 
Other current payables 
Estim ated third-party payor settlements 
Accrued expenses 
Payroll taxes payable 

Total current liabilities 

LO NG -TERM  DEBT. net of current m aturities 

Total liabilities 

UNRESTRICTED FUNI) BALANCE (restated) 

2000 1999 

$ 475,000 
1,573,704 
617,140 

1,235,000 
905,013 
457,440 

$ 450,000 
891,195 
548,992 

1,988,132 
847,243 
246_535 

5,263,297 4,972,097 

6.360.000 6.835.000 

11,623,297 11,807,097 

37,732,551 36,243,011 

TOTAL LIABILITIES AND FUND BALANCE $ 49,355,848 
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$ 48.050.108 



OPERATIN G REVENUES 
Net patient sendce revennes 
Other operating revenues 
Total operating revenues 

HO SPITAL SERVICE DISTRICT No. 1 OF 
EAST BATO N RO UG E PARISH. LO UISIANA 

b/a LANE M EM O RIA L tlO SPITAL 

STATEM ENTS O F O PERA TIO NS 
YEARS ENDED JUNE 30. 2000 AND 1999 

OPERATING EXPENSES 
Salaries 
Fringe benefits 

Non-medical supplies 
M edical supplies 
Professional fees 
Contracted services 

Utilities 
Repairs and maintenance 
Insurance 

Depreciation and am ortization 
Interest expense 

Provision for doubtful accounts 

Other 
Total operating expenses 

INCO M E FROM  O PERATIONS 

NONOPERA TING REVENUES 
Investm ent incom e 
Other nonoperating revenues 
Total nonoperating revenues 

EXCESS OF REVENUES O VER EXPENSES 

The accompanying notes are an  integral part of these statements 
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2000 1999 

35,017,366 
4.585.027 

39.602.393 

17,590,917 
2,866,886 

1,309,805 
4,500,814 
1,855,919 

2,190,691 
750,813 
742,550 
407,418 

2,210,536 
256,410 

2,864,084 

1.561.568 

33,086,639 
4.411.304 

37.497.943 

16,768,499 
2,397,739 

1,248,857 
4,269,751 
1,796,864 
2,249,733 
682,511 
702,648 
554,003 

2,091,173 
103,835 

1,976,537 

1,699,046 
39.108.411 36.541.196 

493,982 

662,317 
333.241 

995.558 

$ 1,489,540 

956.747 

619,864 
20% 938 

827.802 

$ 1.784.549 



H O SPITAL SERVICE DISTRICT No. 1 O F 
EAST BATO N RO UG E PARISH, LO UISIANA 

d/b/a LA NE M EM O R IA L H O SPITA L 

2000 1999 

Fund Balance - begimfing of year (as previously reported) 36,978,011 $ 34,859,445 

Net effect of restatement (Note 11) 

Fund Balance - beginning of year (as restated) 

Excess of revenues over expenses 

Fund Balance - end of')'ear 

The accom panying notes are an integral part of these statem ents 
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(735,000) (400,983) 

36,243,011 34,458,462 

1.489.540 1.784.549 

$ 37,732,551 $ 36,243,011 



E 
HOSPITAL SERVICE DISTRICT No. 1 O F 

CASH FLOW S FROM OPERATING ACTIVITIES 
Income from opcrations 

Interest expense considered capital financing 
activity 

Adjustments to reconcile income from operations to 
net cash provided by operating activities 
Depreciation and amortization 
Loss on disposals of property and equipment 
Provision for doubtful accounts 
Chan ges in operating assets an d liabilities: 
Patient accounts receivable 
Estimated third-party payor settlem ents 

Other receivables 
Inventories 
Other era rent ~ss~as 
Accounts payable an d other current payables 
Accrued expenses and payroll taxes payaM e 
Net e~stl provided b)" operating activities 

CASH FLOW S FROM  CAPITAL AND RELATED 
FINANCING ACTIVITIES 
Acquisition of property and equipment 
Proceeds from sales of property and equipm ent 
Principal paid on long-term debt 
Interest paid on long-term debt 

Net cash used in investing activities 

CASH FLOW S FROM  INVESTING ACTIVITIES 
Proceeds from the sales of ce rtificates of deposit whose 
original m aturities exceeded three m onths 

Investment incom e 
Other nonoperating revenues 

Net cash provided by investing activities 

The accompanying  notes are an integral part of these statements 
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2000 1999 

493,982 

256,410 

2,210,536 
23,587 

2,864,084 

(2,487,334) 
(537,749) 
22,473 

(39,301) 
(73,327) 
750,657 
277_917 

3.761.9.35 

(4,945,078) 
261,409 

(450,000) 
(399 1__40__~) 
(5,5~3,809_L 

662,317 
333,241

._  

995,558 

$ 956,747 

103.835 

2,091,173 
61,495 

1,976,537 

(4,023,378) 
745,6]2 
88,393 

(36,063) 
74,048 

(168,481) 
14.140 

1.884.058 

(2,881,094) 

(425,000) 
(402,460) 

(3,708,554) 

950,000 
619,864 
207.938 

1.777.802 



H O SPITA L SERVICE DISTRICT No. 1 O F 
EAST BATO N RO UG E I'ARISHt LOUISIANA 

d/b/a LANE M EM ORIAL ItOSPITAL 

Y 

Net decrease in cash and cash equivalents 

Cash and cash equivalents - bcginning ofycar 

Cash an d cash equivalents - end of year 

Reconciliation of cash and cash equivalents to the balance sheets 

Cash 
Short-term  investments 
Cash and cash equiwdents in assets limited as to use: 
Held by trustee in accordance with bond indentures 
Internally designated for future capital improvements 

Total cash and cash equivalents 

The accompanying notcs are an  integral part of these statements 
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2000 1999 

(766,316) $ (46,694) 

10,769,585 10,816,279 

$ 10.003,269 

$ 4,062,905 
3,873,504 

521,756 
1_545.104 

$ 10,003,269 

$ 10,769,585 

$ 5,419,091 
2,707,732 

500,095 
2.142.667 

$ 10.769.585 
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H O SPITA L SERV ICE D ISTRICT No. 1 O F 

Summ ary_ of_~jgnificant accounting policies 

Hospital Service District No. 1 of East Baton Rouge Parish, Louisiana
, d/b/a Lane Memorial Hospital, (the 

ttospital), is a not-f0r-profit healthcare organization located in Zachary, Louisiana. The Hospital, which was 
created by the Metropolitan Council of the City of Baton Rouge and the Parish of East Baton Rouge (City-Parish) 
on June 12, 1957, under the provisions of Chapter 10 of Title 46 of the Louisiana Revised Statutes of 1950, 
provides inpatient, outpatient, and em ergency care services for residents of southern Louisiana and M ississippi. 

Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 20, Accounting and Financial 
Reporting for Ptoprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, the 
ttospital has elected to apply the provisions of all relevant pronouncements of the Financial Accounting Standards 

Board (FASB), including those issued after November 30, 1989, that do not conflict with or contradict GASB 
pronouncements. Such accounting and reporting procedures conform to the requirements of Louisiana Revised 
Statute 24:517, to the guidance set forth in the Louisiana GovernmentalAccounting Guide, and to the industry 
audit guide, Audits of Health Care Organizations, published by the American Institute of Certified Public 
Accountants. 

The significan t accounting policies used by the Hospital in preparing and presenting its financial statements are 
summarized as follows: 

Financial reoortint~ entity 

Statement No. 14 of the Governmental Accounting Stan dards Board (GASB), The Financial Reporting Entity, 
establishes criteria for determining the governm ental reporting entity and com ponent units that should be 
included with in the reporting entity. 

Since the City-Par ish appoints all of the members of the Hospital's Board of Comm issioners and has the ability 
to impose its will on that organ ization, the Hospital is considered to be a component unit of the City-Parish of 
Baton Rouge, the financial reporting entity. The accom panying financial statements, however, present 
inform ation only on the funds m aintained by the Hospital and do not present information on the City-Parish

, 

the general govern m ent serv ices provided by that governm ental unit, or the other governmental units that 
comprise Ihe financial reporting entity. 

Additionally, the Hospital does not have any components units, which are defined by GASB Statement No. 14 
as other legally separate organiza tions for which the elected offi cials are financially accountable. There are no 
other primary governments with which the Hospital has a significant relationship. 

Fund acc_co_ u_ otjj~ 

The Hospital utilizes the proprietary fund method of accounting whereby revenues an d expenses are recognized 

on the accrual basis. Substan tially all revenues an d expenses are subject to accrual. 

- 10- 



H O SPITAL SERV IC E DISTRICT No. 1 O F 
EA ST BATO N R O UG E PA R ISH , LO UISIA NA 

d/b/a LANE M EM ORIAL HOSPITAL 

N O TES TO TIlE FINA N C IA L STATEM ENTS 

m c (continued) 

U se of estim ates 

The preparation of financial statements in conform ity with generally accepted accounting principles requires 
m anagem ent to m ake estim ates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period. Actual results could differ from these estim ates. 

and cash eouivalen 

Cash an d cash equivalents includes a check ng accounts, savings accounts, money market funds, certificates 
of deposit, and certain investments in highly liquid debt instruments with original maturities of three months 
or less. 

Investm ents and investm ent incom e 

Investm ents in equity securities with readily determ inable fair values and all investm ents in debt securities are 
carried at fair va ue Interest, dividends, and gains and losses

, both realized and unrealized, on investments in 
debt and equity securities are included in nonoperating income when earned. 

Realized gains and losses on dispositions are based on the net proceeds and the adjusted book value of the 
securities sold, using the specific identification m ethod. These realized gains and losses flow through the 
ttospital's yearly activities. 

Allowance for doubtful accounts 

An allowance for doubtful accounts is established bas ed on management's assessment ofcollectibility
, current 

econom ic conditions, and prior experience. 



O SPITA L SERV IC E D ISTR ICT N o. 1 O F 
EAST BATO N RO UG E PARlSH . LO UISIANA 

Sum mary _o.f_ sig0ifi~_ant_ accot~tin~; policies (continued) 

Inventories 

Inventories, consisting primarily of medical supplies and drugs, are stated at the lower of cost (first-in, first-out 
method) or market. 

Pr~ _e~  n d 9_q~_i p_ m e n t 

Property and equipment are stated at historical cost. Donated property is recorded at its estimated fair value on 
the date of receipt, which is then treated as cost. Additions, renewals, and betterments that extend the life of 
as sets are capitalized. M aintenance and repair expenditures are expensed as incurred. 

Depreciation has been provided using the straight-line method over the estimated useful lives of the related 
as sets, which range from 2 to 40 years. 

W hen assets are retired or otherw ise disposed of, the cost and related accum ulated depreciation are rem oved 
from the accounts, and any resulting gains or losses are recognized in the Hospital's yearly operations. 

Costs of borrow ing 

Interest cost incurred on borrowed funds during the period of construction of capital assets is capitalized as a 
component of the cost of acquiring those as sets. Financing costs are am ortized over the period that the related 
obligation is outstanding. 

N et oatient service revenue 

The Hospital ha.,; agreem ents with third-party payors that provide for payments to the Hospital at amounts 
different from its established rates. Paym ent arrangements include prospectively determ ined rates per discharge, 
reimbursed costs, discounted charges, and per diem payments. Net patient serv ice revenue is reported at the 
estim ated net realizable am ounts from patients, third-party payors, and others for serv ices rendered, including 
estimated retroactive adjustments under reimbursement agreements with third-party payors. Retroactive 
adjustments are accrued on an estimated basis in the period the related services are rendered and adjusted in 
future periods as final settlements are determined. 

Charilllllllll~ !'_e 

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

- 12- 



O SPITA L SER VIC E D ISTR ICT No. I O F 
EAST BATO N RO UG E PARISH ~ LO UISIANA 

d/b/a LANE M E M O RIAl, H O SPITAL 

NO TES TO TH E FINANCIAL STATEM ENTS 

Sum mar'zgf s ig_n_i._fi_c_ant accounting policies (continued) 

Risk m an agg.m ~Lt 

The Hospital is exposed to various risks of loss from torts; theft of, dam age to, and destruction of assets; 

business intelruplion; errors and omissions; employees injuries and illnesses; and natural disasters. Commercial 
insurance coverage is purchas ed for claims arising from such matters. Settled claims have not exceeded this 
com mercial coverage during the pas t several years. The Itospital is self-insured for employee health and dental 
benefits. 

lncom etaxes 

For income tax purpose, the Hospital is a not-for-profit organization as described in Section 501(c)(3) of the 
Internal Revenue ('ode and is exempt from federa l and stale income taxes on related income pursuant to Section 
501(a) of the Internal Revenue Code. Accordingly, no provision for income taxes on related income has been 
included in the financial statem ents. 

Reclassifications 

Certain reclassifications have been made to the 1999 financial statem ents to conform with the 2000 
presentation. 

The Hospital has agreements with govern mental and other third-party payors that provide for payments to the 

Hospital at anaounts different from its established rates. Contractual adjustments under third-party reimbursement 
program s represent the differences between the Hospital's billings at established rates for serv ices and amounts 
reimbursed by third-party payors. A summary of the basis of reimbursement with third-party payors follows: 

~ M edicare - inpatient acute care services rendeled to M edicare program beneficiar ies are paid at prospectively 
detennined rates-per-discharge that include defined capital costs. These rates vary according to a patient 
classification system that is bas ed on clinical, diagnostic, aJld other factors. Certain types of exempt inpatient 
services and outpatient serv ices related to M edicare beneficiaries are paid based upon a cost reimbursement 
m ethodology. The Hospital is paid for cost reim bursable item s at a tentative rate w ith final settlement 
determined after subm ission of an annual cost report by the Hospital and an audit by the M edicare fiscal 
interm ediary . 

~ M edicaid - inpatient serv ices rendered to M edicaid program beneficiaries are reimbursed at a prospectively 
determ ined rate-per-diem that includes capital costs. Certain types of outpatient services are paid based upon 
a cost reimbursement methodology. The Hospital is paid for cost reimbursable items at a tentative rate with 
final settlement determ ined after subm ission of an annual cost report by the Hospital and an audit thereof 
by the M edicaid fiscal intermediary. 
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H O SPITAL SERV ICE I)ISTRICT No. 1 O F 
EAST BATO N RO UG E PARlSH ~ LO UISIANA 

d/b/a LANE M EM O RIA L H O SPITA L 

NO TES TO TH E FINA NCIAL STATEM ENTS 

2. Net patient s e_ryi_ce Levenue (continued) 

The Hospital has also entered into agreem ents with certain comm ercial insurance carriers, health m aintenance 
organizations, an d preferred provider organizations. Payment m ethodologies under these agreements include 
prospectively determ ined rates per discharge, discounts from established charges, and prospectively determ ined 
daily rates. 

Am ounts receivable or payable under reimbursement agreem ents w ith the M edicare and M edicaid programs are 

subject to examination and retroactive adjustments. Provisions for estimated retroactive adjustments under such 
programs are provided for in the period the related services are rendered and adjusted in future periods as final 
settlem ents are determined. 

Presented below is a sum mary of net patient service revenues for the years ended June 30, 2000 and 1999 

G ross patient service revenue 

Less: Provision for contractual adjustments 
Net patient serv ice revenue 

3. Cash and investments 

2000 1999 

$ 66,083,797 
( 31,066,431) 
L A S~Q3Y,36~ 

At June 30, 2000 and 1999, tile carrying value of the Hospital's deposits were as follows: 

Petty cash 
D em and deposit accounts 
Certificates of deposit 
Short-term investments 

$ 61,976,681 
(__ 28~890,042) 

2000 1999 

$ 3,044 $ 3,000 
4,154,965 
4,200,000 
4,395,260 

L _ 12..75~ 9 

6,108,759 
4,200,000 

__ _ 3,207,826 
$~ _~A~&19.585 

Under state law, these deposits must be secured by either federal deposit insurance or by the pledge of securities 
owned by a fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must 
at all times equal or exceed the amount on deposit with the fiscal agent bank, At June 30, 2000, the Hospital had 
$8,778,043 in deposits (collected bank balances). Of these bank balances, $300,000 was covered by federal 
depository insurance, and the remainder was secured by collateral held by the fiscal agent bank in the name of the 
Hospital (GASB category 2). 

Under Louisiana Revised Statutes 39:1271 and 33:2955, the Hospital may deposit funds in demand deposit 
accounts, interest-bearing demand deposit accounts, money market accounts, an d time certificates of deposit with 
state banks organized under Louisiana law and national banks having principal offi ces in Louisiana. Additionally, 
Louisiana statutes allow the Hospital to invest in direct obligations of the U .S. Govern m ent, federally insured 
instrum ents, guaranteed investm ent contracts issued by certain finan cial institu tions, and m utual or trust funds 
registered wilh the Securities and Exchange Commission. 
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H O SPITA L SERV ICE D ISTR ICT N o. 1 O F 

A 

S 

Net properly and equipm ent at June 30, 2000 and 1999 consisted of the following: 

Land and land improvements 
Buiklings 
Fixed equipment 
M ovable and other equipment 
Physicians' office buildings 
and equipment 

Less: accum ulated depreciation 

Const ruction-in-progress 
Property and equipment, net 

2000 1999 

$ 1,569,045 
25,457,460 
3,715,912 
16,647,689 

3,020,516 
50,410,622 

(__--21,823,728) 
28,586,894 

$ ~_ _~ 2_~586.894 

$ 1,569,045 
21,508,187 
3,715,912 
16,245,847 

_ _  22~ fi257AL6_ 
45,296,407 

( 20,585 8,~47) 
24,710,560 

_  L297 8=9_96 
L =A~6~ 0___ 8,_4_~  

Depreciation expense amounted to $2,206,132 and $2,087,014 during the years ended June 30, 2000 and 1999 
respectively. 

Additions to property and equipment included approximately $124,500 and $298,000 of capitalized interest during 
the years ended June 30, 2000 and 1999, respectively. Total interest costs incurred before recognition of these 
capitalized amounts were $380,910 and $401,835 during the years ended June 30, 2000 and 1999, respectively. 

Long-term  Debt 

A sum mary of long-term debt at June 30, 2000 and 1999 is as follows 

2000 1999 
Hospital Revenne and Refunding Bonds (Series 1996); 
interest rates ranging from 4,75%  to 5.60% ; due in 
varying sem i-annual installments through 02/01/11 ; 
secured by the operating revenues of the Hospital and 
additional properly as defined in the trust indenture. $ 6,835,000 $ 7,285,000 

Less: current m atu rities 
Long-term debt, net of current m aturities 

( 475,000) $ 6.360.0~(~ .( ~ ) 
$=  6~ 5,0oo 

The amortization expenses related to the bonds totalled $4,404 and $4,159 during the yea~s ended June 30, 2000 
and 1999, respectively. 
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H O SPITA L SERV IC E D ISTR ICT N o. 1 O F 
EAST BATO N RO UG E PARISH . LO UISIANA 

5. Long-term Deb_l: (continued) 

The outstanding bonds are scheduled to m ature as follows: 

Year ending 
June 30 

2001 
2002 
2003 
2004 
2005 

Thereafter 

Less: current portion of long-term debt 
Total long-term debt, net of current matu rities 

Am ount 

$ 475,000 
500,000 
525,000 
550,000 
585,000 

4,200,000 
6,835,000 

( 475,000) 
~ .ooo 

As part of the Bond agreement, the Hospital has agr eed to comply with various covenants. The covenants consist, 
prim arily, of reporting and audit requirem ents, insurance coverage, restrictions on additional debt, maintenance 
of various deposit accounts, and other adm inistrative requirem ents. The Hospital was  in compliance with all of 
the applicable covenants at June 30, 2000. 

I n s u rance l~ ,2,r'4_n) s 

The Hospital has a self-insured retention of $100,000 per claim for its coverage ofp~ofessional liability; additional 
coverage is provided by the Louisiana Patient's Compensation Fund for the next $400,000 of professional liability 
up to the present statutory maximum of $500,000 per claim (exclusive of additional amounts for future medical 
expense provided by law). 

The Hospital also has a $100,000 self-insurance retention for its coverage of general liability with a limit of 
$ 1,000,000 per occurrence and with no annual aggregate. An additional umbrella excess general liability policy 
provides additional excess coverage of $9,000,000 difference per occurrence and $9,000,000 per annual aggregate. 

The Hospital is also self-insured for medical, dental, and workers' compensation claims up to predeterm ined stop- 
loss amounts. Claims in excess of the stop-loss amounts are insured through commercial insurance carriers. The 
Hospital has reflected its estimate of the ultimate liability for known and incurred but not reported claims in the 
accom panying financial statem ents. 
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Pension ~ _lan 

H O SPITAL SERVICE D ISTRICT No. 1 O F 
EAST BATO N RO UG E PARISH . LO UISIANA 

The Hospital sponsois the Lane Memorial Hospital Retirement Plan (the Plan), a contributory defined benefit 
pension plan, ill an attem pt to provide retirem ent and death and disability benefits to substantially all of its 
employees. 

Plan Description. All employees who have at least two yeal~ of continuous service and have worked an avcrage 
of 20 or more hours a week are eligible to join the plan on its next anniversary date. Employees who retire at or 
after the age of 62 are entitled to a retirement benefit, payable monthly for life, equal to 1.5 percent of their 
monthly earnings for the highest 3 anniversary dates preceding retirem ent or term ination for each year of creditable 
serv ice. Plan benefits vest on a graded scale beginning at 25%  for 5 years of serv ice and increasing 5%  per annum 
for each of the next 5 years and 10%  per annum for each of the following 5 years. 

Employees leaving employm ent after five years of creditable service but before attaining retirem ent age are an titled 
to benefits upon reaching retirement age equal to their accrued benefits upon term ination of employment. The Plan 
also provides death and disability benefits. 

The Plan issues an annual publicly available financial report that includes financial statem ents and required 
supplementa .ry inform ation, including 10-year historical trend information. The report may be obtained by writing 
to Lane M emorial Hospital, 6300 Main Street, Zachary, Louisiana 70791, or by calling (225) 658-4000. 

Funding Policy. Employees are required to contribute 1.00% of their monthly earn ings up to $400 plus 2.00% 
of their monthly earnings in excess of $400. The Hospital's total payroll totalled $17,590,917; $16,768,499; and 
15,367,340 during the years ended June 30, 2000, 1999, and 1998, respectively, and covered payroll 

(compensation paid by the ttospital to active employees covered by the Plan on which contributions to the Plan 
are based) totalled $10,637,475; $9,745,773; $9,829,633 during the years ended June 30, 2000, 1999, and 1998, 
respectively. 

The Hospital is required to contribute the actuarially determ ined am ounts necessary to fund norm al costs plus an 

additional amount necessary to am ortize unfunded past service costs over a 20-year period (from the date that the 
past service cost was first recognized). The Hospital, however, is not allowed to contribute more than the am ount 
necessary to achieve a ratio of"actuarial value of assets" to the "present value of accrued benefits" of 150%  
determ ined as  of the heginning of the Plan  year . No contributions were made during the year ended June 30, 2000, 
the year ended June 30, 1999, or the year ended June 30, 1998. 

Significant actuarial assumptions used to compute the contribution requirements are the same as those used to 
compute the standardized measure of the pension benefit obligation. 

Funding Stains. Th e amount shown below as a pension benefit obligation was determ ined as part of an actuarial 
valuation as of June 30, 2000, as a standardized disclosure measure of the present value of pension benefits, 
adjusted for the effects of projected salary increases estimated to be payable in the future as a result of employees 
service-to-date. The measure is the actuarial present value of credited projected benefits and is intended to help 
users as sess the Plan's fu nding status on a going-concern bas is, as sess progress m ade in accumulating suffi cient 
assets to pay benefits when due and make comparisons with other plans. The meas ure is independent of the 
actuarial funding me|hods used to determine contributions to the Plan. 
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7. Pension ~lan (continued) 

E 

N 

O SPITA L SERV IC E D ISTRICT No. I O F 

Assumptions used in accounting for the net periodic pension cost were as follows 

D iscounl rates 
Rates of increase in 
com pensation levels 
Expected long-term rate 
of return on assets 

2000 1999 1998 

8.00% 

4.00% 

8.00% 

8.00% 

4.00% 

8.00% 

The following tables set forth the plan's funded status as of June 30, 2000, 1999, and 1998 

Actuarial valuation date 

Actuarial value of plan as sets 
Actuarial accrued liability 
Funded excess 
Funded ratio 
Annual covered payroll 
Funded excess as a percentage 
of annual covered payroll 

8.00% 

4.00% 

8.00% 

06-30-00 06-30-99 06-30-98 

$ 13,652,959 
12,899,424 

753,535 
105.84% 

10,637,475 

$ 12,931,694 $ 
12,144,395 

787,299 
106.48% 

9,745,773 

12,414,796 
11,536,934 

877,862 
107.61% 

9,829,633 

7.08% 8.08% 8.93% 

The Hospital had no annual required contribution, annual pension cost or net pension obligation at June 30, 2000, 
1999, or 1998, as calculated under GASB 27 "Accounting for Pensions by State and Local Governmental 
Em ployers". 

Plan assets consist principally of cas h equivalents, equity securities, and fixed income funds 
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ttO SPITA L SER VIC E D ISTRICT No. 1 O F 

E. AST BATO N RO _UG E PARISH , LO UISIANA 
d/b/a LA N E M EM O R IA L H O SPITA L 

NO TES TO  TH E FINA NC IA L STATEM ENTS 

8. Business and credit concentrations 

Financial inslruments which potentially subject tile Hospital to concentrations of credit risk consist principally of 
unsecured accounts receivable. 

The Hospital grants credit to patients, substantially all of whom are local residents. The Hospital generally does 
not require collateral or other security in extending credit to patients; however, it routinely obtains assignment of 
(or is otherwise entitled to receive) patients' benefits payable under their health insuran ce programs, plans, or 
policies (e.g., Medicare, Medicaid, Blue Cross and commercial insurance policies). 

The m ix of receivables from patients and third-party payors at June 30, 2000 and 1999, were as  follows 

M edicare 
M edicaid 
Com m ercial insurance com panies and 
health m aintenance organizations 

Self-pay patients and other 

9. Other o~ erat i n_g_r__e ve _nues 

2000 

21.36%  
4.93 

39.78 
33.93 

_ _ _ 100.00 ~/o 

1999 

20.22 %  
5.36 

41.89 
32.53 
I_00~Q0Y~ 

Other operating revenues recognized during the years ended June 30, 2000 and 1999 consisted of the following 

Contract services 
Satellite revenues 
Cafeteria revenues 
Physician services 
Other 
Total o|her operating revenues 

0. Com m itments and contin~,encies 

2000 1999 

$ 431,296 
3,584,433 
337,856 
116,116 
115,326 

$__ 4.585.027 

$ 656,027 
3,232,946 
301,667 
107,870 

i 12~ 2~794 

The Hospital is involved in various legal actions and claims that arose as a result of events that occurred in the 
normal course of operations. The ultim ate resolution of these matters is not ascertainable at this time; however, 
management is of the opinion that any liability or loss in excess of insurance coverage resulting from such litigation 
w ill not have a material effect upon the finan cial position of the Hospital. Accordingly, no provision has been made 
in the financial statements related to these claims. 
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11. Prior oeriod adinstm en 

H O SPITAL SERV ICE DISTRICT No. 1 O F 

During the fiscal year ended June 30, 2000, the Hospital determ ined that its estimated third-party payor settlements 
had been calculated incorrectly for several periods prior to June 30, 2000. 

Consequently, the 1998 and 1999 fund balan ces have been restated to adjust the balances of these accounts. These 
restatements resulted in increases in estimated third-party payor settlements and decreases in fu nd balance of 
$735,000 and $400,983 at June 30, 1999 and 1998, respectively and a reduction in net patient service revenues 
of approximately $334,107 for the year ended June 30, 1999. 
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l'osllclhw atlc & N ell,orville 
A P, ofess~cnar Accounlin9 Corporation 

Associated Offices n Principal Cilies af 1he United State~ 

www.pncpa.com 

INDEPEND ENT AUDITO R S' R EPO RT 
O N SUPPLEM ENTA L INFO RM ATIO N 

The Board of Com m issioners 
Hospital Service District N o. 1 of 
East Baton Rouge Parish, Louisiana 
d/b/a Lane M emorial Hospital 

Our independent auditors' report on the financial statements of Hospital Serv ice District No. 1 of East Baton 
Rouge Parish, Louisiana (d/b/a Lane M emorial Hospital) as of and for the years ended June 30, 2000 and 
1999, appears oll page 1. Our audits were made for the purpose of form ing an opinion on the financial 
statem ents as a whole. The required supplem ental schedule contained on page 22, which is also the 
responsibility of the tIospital's management, is presented for purposes of additional analysis and is not a 

required part oflhe basic financial statements. Such additional information has been subjected to the auditing 
procedures applied in the audits of the basic financial statements, and in our opinion, is fairly presented in all 
m aterial respects in relation to the bas ic financial statements taken as  a whole. 

Baton Rouge, Louisiana 
A ugust 28, 2000 
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Hubell C. Owens. M .D 

N ick Adam s 

Jerry Boudreaux 

Etta Kay tteam 

Calherine Pourciau 

Robert W illiam s, Jr 

Steve Stein 
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2000 

$ 3OO 

275 

300 

250 

275 

225 

275 

$__ __ 1.900 

1999 

$ 275 

275 

275 

300 

250 

275 

275 
~_~:~  1.925 



August 28, 2000 

]'ostleth,~,aAte & N l'~l~erviile 
A Huies~o,,ol At, ,~un~b,~ (oq,oru~on 

A~c~c lot.el C)([ic~ s i,~ I'rim ipc,I C ilics o] thc [Jniled ~,tole s 

To the Board of Commissioners 
Hospital Ser~qce I)islrict No. I of 
East Baton Rouge Parish, louisiana 
d/b/a/Lane M emorial Hosp ital 

W e have audited the financial statements of Lmae M emorial Hospital as of and for the year ended June 30, 
2000, and have issued our report thereon dated August 28, 2000. W e conducted our audit in accordance with 
generally accepted auditing standards an d the stm~dards applicable to finan cial audits contained  in Government 
Auditing Standards, issued by the Comptroller Gen eral of th e United Slates. 

During our  audit, we became aware of certain m atters th at present opportunities for strengthen ing intern al 
controls and operating efficiency. The follovAng paragraphs summarize our comm en ts an d suggestions 
regarding these m atters. This letter does not affect our rep ort dated Augu st 28, 2000, on the finan cial 
statemen ts of lane M emorial Hosp ital or our report on th e internal control and compliance with laws, 
regulations, an d contracts, dated August 28, 2000. 

Policies and Procedures 

During our review of the Hospital's internal controls, we noted that several of the written  policies and 
procedure: rnm~uals for the accounting an d collections departmen ts were outdated an d not being followed, 

D ur ing our  ]~view of patien t acco unts receivable, we noted  a large amoun t of unbillezl accoun ts receivable. 
As of June 30, 2000, unbilled patient accounts receivable totalled approximately $4,600,000, which was 
approximately 34% of total patient receivables at Jun e 30, 2000. The large majority of these receivables 
(approxi~nately 38%) were for Medicare patients. 

The Hospital should bill all of its patien t receivables in a tim ely m anner. Not only will this im prove th e 
Hospital's cash flow position, it has th e poten tial to also improve collection efforts. 

8550 United P az~ f]lvd, Suite 1001 Baton Rouge, LA 70809 Tel: 225.922.4600 Fax: 225.922.4611 



Oclobcr 27, 2000 

Nick F. Adams 
Jerry Boudreaux 

M r. D aniel G . Kyle, CPA , lmgislalive A udilor 
Slalc of Louisiana 
Post O ffi ce P, ox 94397 
Balon Rouge, I,A 70804-9397 

qer y G W h tt ngton.FAC ~ i, 

A. Keith Heartsill,CPA, F HFMA,~ I., I I .,.., ,,,I ollh, , 

JenniferS.Johnson, R.N,,M gtlSA, r h~l \.,.ma t!Ou, 

Etta Kay Hearn Steve Stein 
Catherine A Pourciau, R N., FNP C Rober t W illiam s, Jr 

Rc: l.anc M emorial Hospital (ltospital Service District No. 1, East Baton Rouge Parish, 
Louisiana) - Year Ended June 30, 21)00 

Dear M r. Kyle 

This letter is in conjunction with the audit of financial stalemenls of Lane M emorial 
ltospilal by Postlewaite & N etterville for FY E June 30, 2000 in order to provide a response to 
ccr|aill eolrllllelltS ill lhe nlanagem en| letter to the Board of ConnllissiorlerS dated A ugusl 28, 
2000. 

Policies and Procedures 

l)uring our review of the Hospital's internal controls, w e noted that several of the w ritten policies 
and proccdm c m mm als for the accounting and collections departm enls w ere ouldated and not 
being follow ed. 

The H ospilal should evaluate the praclices being follow ed by the accounting and collections 
departm ents and update its policies and procedures m anuals. This w ill both improve the policies 

being followed by these departm ents and provide written docum entation should any em ployees 
have queslions. 

l/esponse: M anagem ent is ira the process ofewduating and updating all noled policies 

6300 Main Street * Zachaly, t ouisiana 70791 

pHON~ (2251658 4000 ~ wttL www.lanehospitalor9 



October 27, 2000 

U nbilled R eceivables 

Page 2 

D uring our revicw of patient accounts receivable, wc noted a large am ounl of unbilled accounts 
receivable. As of June 30, 2000, unbilled patient accounts receivable totalled approxim ately 

$4,600,000, which was approxim ately 34% of total patient receivables at June 30, 2000. Thc 
large majorily of these receivables (approximately 38%) were for M edicare patients. 

The ltospital should bill all of its patient receivables in a tim ely m anner. N ot only w ill this 
im prove tire l lospital's cash flow position, it has the potential to also im prove collcction efforts 

Response: M anagem ent has identified three key areas holding up billing of accounts. Each of 
these are being addressed independently in order to reduce unbilled receivables. 

A llow ance for Doubtful A ccounts/A llow ance for Contractual Reserves 

During our review of the Hospital's allowances for doubtful accounts and contractual reserves 
for patient accounts receivable, w e noted that the ttospital is recording its bad debt expense as a 
percentage of gross charges and is recording the rem ainder of the necessary allow ance as 

contractual adjushnents. 

By changing its procedures to record bad debt expense based on a review of the outstanding 
acconnls receivable rather than recording it as a percentage of gross charges

, the l tospital w ill 
have m ore m eanin~,ful figures which it can use to analyze its collection efforts. Tiffs change in 

the method of recording bad debt expense will also result in the contractual adjustmenl number 
being more accurate. A more precise contractual adjustment figure will be very useful during tire 
evaluation and negotiation of m anaged care contracts. 

Response: M anagem ent is in the process of review ing its m ethodology for calculation and 
posling of doubtful aecounls and allow ances for contractual reserves. The m ethod w ill 
incorporate a change to book tire allowancc for doubtful accounts in a m anner consistent w ith the 
allow ance calc,dations for contraetuals. 

Ill can be of furlher assistance, please advise 

AKH :sda 
CC: Terry G . W hittington, CEO 

Postlew ailc & Netlcrville 
filc 

Sincerely 

A.%~ith Hc~rlJsill, CPA, FHFMA 
Chief Financial O fficer 


