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To lhe Board of Directors 
Hom er M em orial Hospita 
H om er, Louisiana 

W e have audited the accompanying balance sheet of Homer M emorial Hospital (the "llospital"), a 
com ponent unit of the Towu of llom er as of June 30, 2000, arid the related slatements of operations and 
changes in fund balance, and cash flows for the year then ended, These financial statem ents are tlle 
responsibility of the llospital's management. Our responsibility is to express an opinion on these financial 
slatem ents ba'.~ed  on our audit. 

Tile financial statem ents of Houler M emorial Hospital as of June 30, 1999, were audited by another auditor 
whose report dated Septem ber 22, 1999, expressed an unqualified opinion on those stalements. 

W e conducted our audit in accordance with generally accepted auditing standards and the standards applicable 
to financial audits contained in Government Auditing Standard~, issued  by the Comptroller General of the 
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about w hether the financial statem ents are free of m aterial m isstatem ent. An audit includes exam ining on a 
test basis, evidence supporting the amounts and disclosures in the financial statemeuts. An andit also includes 
assessing the accounting principles used and significant estimated made by management, as well as evaluating 
the overall financial statement presenlation. W e believe that our audit provides a reasonable basis for our 
opinion. 

In our opiuion, tile financial sta tem ents referred to in the first paragraph, present fairly, in all m alerial 
respects, the financial position of Homer M emorial Hospital as of June 30, 2000, and the results of its 
operations and changes in fund balance, and its cash flows for the year then ended in contbrmity with 
generally accepted accounting principles. 

In accordance w ith Government Auditing Standards, we have also issued our report dated September 19, 
2000, on our consideration of the Homer M emorial Iiospital's internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts and grants. 

~,Vaco, Texas 
Septem ber 19., 2000 



H O M ER M EM O RIAL H O SPITAL 

BALAN CE SIIEETS 

JUNE 30, 2000 AND  1999 

Assets 2000 1999 

Curre~~ assets 
Cash and cash equivalents 
Assets limited as to u~e Ibr current liabilities 
Accounts receivable, net of allowances for contractual 

adjustments and uncollectible accounts of $2,670,093 and 
$1,704,232 in 2000 and 1999, respectively. 

Educational contracts receivable, current portion 
Inventories 
Prepaid expenses 
Due from heahh insurance slop/loss carrier 

Total current assets 

Assets whose use is Ilm iled: 

By bond indenture agreement 
By board: 

For ca pital improvements 
For self-fimded insurance 
For edacation purposes 
For contillg.eneies 

Less: anlount required to m eet current obligations 
Net assets whose use is limited 

Property and equipm ent 
Net of accumulated depreciation an d amortization 

of $6,825,062 and S6,420,659 in 2000 and 1999, respectively 
Tolal property and equipment 

Oilier asseIs 
t';duca tional contracts receivable, net of current portion 
Receivable from physicians 
P-.~ntal propelS.y, kss aecumulatexi depreciation of 

$30,618 and $23,972 in 2000 and 1999, respe ctively 
Health services start-up costs 

To'~al uthel assets 

TO TAL ASSETS 

690,555 
115,978 

3,751,722 
198,284 
395,129 
72,898 
101,525 

46,206 
12,239 

3,304,273 
228,158 
397,692 
75,024 
27.032 

5,326,091 4,290,624 

313,636 441.382 

29,069 
12,931 

94 
860,561 

(115,978) 

27,835 
15,115 
I],024 

1,427,246 

(112,239) 
1.810.363 

3,365,248 3,823,548 
3,365,248 3,823,548 

285,699 
201,468 

52,462 
28,038 

296,338 
171,468 

58,219 

56,078 
567,667 582.103 



Liabilities and Fund Balance 2000 

CurrFnt liablBtle$ 
Accounts payable 
Aeerned payJ oll liabilities 
Accrued compensated absences 
Due to heallh insurance programs 
Current lxJrtion of long-term debt 

Total current liabilities 

Long-term ~lebt, net af currentportion 
Capital lease obligations 
Hospital revenue bonds payable 
Less: current portion of long-term debt 

"rosa} liabilities 

Fund Balance 
Unrestriele, d ftmd balance 

$ 172,187 
259,509 
104,594 
240,652 
138,793 

107,214 
273,614 
135,686 
258,537 
139,291 

915,735 914,342 

116,823 
2.989,459 

(138,793) 
2,967,489 

158,990 
3,083,478 

(139,291) 
3,103,177 

6,476,095 6,489, I 19 

TOTAL LIABILITIES AND FUND BALANCE $ 10,359,319 

The accom panying notes are an integral part of these financial statem ents. 

2 

$ 10,506,638 



H O M ER M EM O RIAL H O SPITAL 

STATEM ENTS OF OPERATIONS 
AND CHA N GES IN FtFND BALANCE 

FO R TIlE Y EAR S ENDED 
JUN E 30, 2000 AND 1999 

2000 1999 

Operfltlltg rCvetlue 
Net patient service revenue 
Other operaling revenue 

Total operating revenue 

Expenses 
Operating expenses 
Bad debt expense 
Depreciation altd amortization expense 
Interest expense 

Total expenses 

Other Incom e 
Ad valorelrt tax revenue 
lnvestmenl Jr*come 

$ 11,933.243 
76,625 

2,009,868 

10,328,874 
1,053,071 
504,238 
229,387 

12,115,570 

$ 10,078,078 
72,133 

10.150.211 

0,343,484 
315,052 
523,552 
197,761 

11,379,849 

Loss from operations (105,702) (1,229,638) 

442 
92,236 

388,752 
154.685 

Excess of expenses over revenues (13,024) (686,201) 

UNRESTRICTED bLIND BALANCE, BEGINNING OF YEAR 

UNREA'TRICTED FUND BALANCE, END OF lEAR 

The accom panying notes are an integral part of these financial statements 

6,489,119 7,175,320 



ItO M ER M EM ORIAL H O SPITAL 

STATEM ENTS O F CASH FLO W S 

FO R TH E YEA RS ENDED 
JUNE 30, 2000 AND 1999 

2000 

Cash flows from operating activities 
Cash received on patienfs accounts 
Cash receiw~d from sale of meals, vending, etc. 
Interest received 
Interest paid 

Cash pakl in operating expenses 
Loss on disposal of equipment 

Net cash provided by (used in) operating activities 

Cash flows from non-capitat flnanelng activities 
Taxes received 

Ca.*h flows from capitalJlnancing activities 
Principal paym ents on long-term debt 

Cash flows JJ.om investing activities 
Educational eonb'acts advances, net of cancellations & paym ents 
Advances to physician 

Decrease (increase) in assets whose use is limited 
Purchases of prope rty and equipment 

N et cash provided by (used in) investing activities 

Net increase (decrease) in cash an d cash equivalents 

CASH AND CA,~II EQUIVALENTS- BEGINNING OF YEAR 

CASH AND CASH EQUIVALENTS- END OF YEAR 

$ 10,414,838 
76,625 
76,245 

(229,387) 
(10,350,8623 

1.884 

$ 9,464,688 
72,133 
143,523 

(197,7613 
(10,569,101) 

(10,657) (1,086,518) 

442 388,752 

036,186) 056,679) 

56,504 

(30,000) 
7o6,311 

(42,065) 
690.750 

544.349 

146,206 

03,832) 

,406,384 

(754,498) 
638,054 

(216,3913 

362.597 

The accompanying notes are an integral part of these financial statements. 
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H O M ER M EM O RIAL IIO SPITAL 

STATEM ENTS O F CA SII FLO W S 

(Continued) 
FOR TH E. Y EARS ENDED 
JUN E 30, 2000 AND 1999 

2000 999 

Reconciliation of changes in fund balance to net 
cash prov#led by operating ac#v#ies 

Cash flows from opetaling activltie~ 
Loss from operations 

Adjustments: 
Depreciation expense 
Amortization ofstart-up costs 
Provision for bad debts 
Interest received 
t.oss on asset disposition 

Decrease (increase) in operating assets 
Gross pattern receivables 
Inventories 
Prepaid expenses 
Due from health insurance stop/loss carrier 
Due flora health insurance programs 

Increase (decrease) in operating liabilities 
Accounts payable 
Ac,:rucd payroll and benefits 
Accrued compensated absences 
Du c lo health insurance programs 

Total adjustments 

Net cash provided by (used in) operating activities 

$ (105,702~ $(1,229,638) 

504,238 
28,040 
053,071 
76,245 
1,884 

(1,500,520) 
2.563 
2,126 

(74.493) 

64,973 

(14,105) 
(31,092) 
0 7,885) 
95,045 

523.552 
28,039 
315,052 
143.523 

(1,338,122) 
(38,688) 
18,608 

(27,032) 
466,195 

16.504 

(140,438) 
(82,61 o) 
258,537 

43.120 

The accom panying notes are an integral part of these financial statements. 



H OM ER M EM ORIAL IIO SPITAL 

NOTES TO FINANCIAL STATEM ENTS 

FO R TH E YEAR S ENDED 
JUNE 30, 2000 AND  1999 

1. DESCRIPTIO N O F O RGANIZATIO N AND SUM M ARY O F SIG NIFICANT ACCO UNTIN G 
PO LICIES 

Hom er lvlemorial I tospital is an enterprise fund of the Town of Hom er, Louisiana. The 110spital is an 
acute care facility, which is controlled by a board of directors, w ho are a separate and distinct body 
from the Selectmen of the Town of Hom er, The board members consist of citizens appointed by the 
M ayor and Selectmen of the Town of ltomer. The board members serve without compensation. 

The preparation of financial statements in confonnlty with generally accepted acconnting principles 
requires m anagem ent to m ake estim ates and assumptions that affect the reported am ounts of assets 
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements 
and the reported am ounts of revenues and expenses during the reporting period. A ctual results could 
differ fi'om those estim ates. 

Net Patient Service R evenue 

N et patient service revenue is reported at estimated net realizable am ounts from patients, third-party 
payers, and others for serviees rendered, including estimated retroactive adjustments under 
reimbursement agreements with third-party payers. Retroactive adjustment,; are accrued on an 
estimated basis in the period the related services are rendered and adjusted in future periods, as final 
sett]el:nents are determ ined. 

Receivables are slated at the full value of all charges incurred by the patient. Allowances have been 
provided for the estimated accounts nnco llectible and for third-party contractual adjustments at year 
end. R.eceivables are writlen off as the accounts as determ ined to be uncollectible. 

Inventories 

lnventolies represent dietary and medical supplies on hand and are valued at the latest invoice price, 
which approximates the lower of co st (first-in, first-out method) or market. 

P rep~fid ~_penses 

Prepaid expenses are amortized on a stralght-line basis over the term of the respvetive item s. 



H OM ER M EM ORIAL H OSPITAL 

N O TES TO FIN ANCIAl. STA TEM ENTS 

FO R TIIE YEARS ENDED 
JUN E 30~ 2000 AND 1999 

DESCRIP TION O F ORGANIZATION AND SUM M ARY O F SIG NIFICANT ACCO UNTING 

Assets W hose Use is Lim ited 

Assets whose use is lim ited represents cash which has either been designated by the Board of 
Directors or w hich is required to be naamtained separately due to bom l indenture, or grant 
requirements. Board-designaled  assets may, at the board's discretion, be subseq uently used for other 
purposes. AmountS required to meet current liabilities of the hospital have been reclassified in the 
balance sheet at June 30, 2000, and 1999. 

Properly and Eouit~m ent 

The Ilospital capitalizes dcprcciable property and equipment valued at $500 or more, with a useful 
life greater than two years. Property and eq uipment is recorded at cost, if purchased, or fair m arket 
value, if donated, and depreciation is com puted using the straight-line m ethod. P~stirnaled useful lives 
range flora 5 to 33 years on buildings and fixed equipment and 3 to 20 years on moveable equipment. 

Advalorem tax revenues consist of tax proceeds received by the Hospital from Claiborne Parish 
Ilospital District N o. 2, which was created in 1989, by the Police Jury and approved by the Parish 
voters on Seplem ber 15, 1989, to levy a Sl 0 m illion tax on property for ten years. Due Io the fact Ihat 
the District is a separate entity controlled by a separate board of directors, the ttospital cannot levy 
the property tax. Accordingly, taxes receivable are not reflected in the aecompanying financial 
statem ents. The ten-year lax expired in 1999. 

Cash and Cash Eouivalents 

For the purpose of the statement of cash flows, all cash that is not limited as to use and investments 
w ith original maturities of three m onths or less are treated as cash and cash equivalents. 

The Hospital's property and equipment is pledged as collateral on the llospital Revenue Bonds in the 
original amount of $ 3,800,000. 

The H ospital is a political subdivision under the laws of the Stale of Texas, and Iherefi~re, it is exem pt 
from t~ederal income tax pursuant to Section 115 of the Internal Revenue Code. Additionally, pursuant 
to Section 6033(a)2 it is not required to file an information return form 990. 



HOM ER M EM ORIAL H OSPITAL 

NO TES TO FINANCIAL STATEM ENTS 

FOR TH E YEARS ENDED 
JUN E 30, 2090 AN D 1999 

DESCRIPTION OF O RGANIZATION AND SUM M ARY OF SIGNIFICANT ACCOUNTING 

Certain prior year am ounts may have been reclassified in order to be presented comparatively with the 
current year classifications. 

2. H EALTH 1NSURANCE PRO GRAM  REIM BURSEM ENT 

The lIospital participates in the M edicare and M edicaid program s as a provider of medical services to 
program be~eficiaries. For the years ended June .30, 2000, and 1999, 72% and 69% respectively, of 
the llospital's patient revenues were generated by services furnished to M edicare and M edicaid 
program beneficiaries. A summary of the payment arrangements follow s: 

M edicare - Inpatient acute care services rendered to M edicare program beneficiaries are paid at 
prospeelively determ ined rates per discharge. These rates vary according to a patient classification 
system that is based on clinical, diagnostic, and other factors. Inpatient non-acute serv ices, certain 
outpatient serv ices, and defined capital and medical education costs related to M edicare beneficiaries 
are paid based on cost reimbursement methodology. 

The Hospital is reimbursed for cost reimbursable item s at a tentative rate w ith the final settlem ent 
detcnni~led after submission of annual cost reports by the I lospilal and audits thereof by the M edicare 
fiscal irltermediary . The Hospital's classification of patients under the M edicare program and tile 
appropriateness of their admission are subject to an independent review by a peer review organization 
under contract w ith the tlospital. The M edicare fiscal intermediary h&s settled the llospital's 
M cdi,~are cost reports through June 30, 1998, 

Effective A ugust 1, 2000, the M edicare program will reimburse the Itospital at prospectively 
determined rates tbr outpatient services. Home health services are scheduled to be reimbnrsed at 
prospectively determ ined  rates beginning October 1, 2000. The financial impact of these 
reim bursem ent changes is unknow n at this tim e. 

M edicaid - Inpatient acute care services rendered to M edicaid program beneficiaries are paid at 
prospectively determ ined rates, which are paid on a per diem basis. Costs incurred on serv ices 
rendered to M edicaid inpatients, which exceed file prospectively determ ined payment rates

, arc not 
recoverable from the M edicaid program or its beneficiaries. Outpatient services arc reim bursed under 
a cost reimbursement methodology . The Hospital is reimbursed at a tentative rate during the fiscal 
year. The fiscal intermediary may adjust these rates during the fiscal year. Final setllement is 
determined after submission of annual con reports by the tlospital and audits thereof by the M edicaid 
fiscal interm ediary. The M edicaid fiscal intermediary has seltled the tIospital's M edicaid cost reports 
through June 30, 1997. 



H O M ER M EM O R1AL H O SPITA L 

NO TES TO FINANCIAL STATEM ENTS 

FO R THE Y EARS EN DED 
JUN E 30, 2000 AND 1999 

3. NET PA TIE 

The follow ing is a summary of net palient service revenue for the years ended June 30, 2000, and 
1999: 

2000 1999 

Inpatient charges 

O ulpatient charges 

Total patient charges 

Medicare and M edicaid contractual adjustments 
M ed icaid disproportionate paym ents 
Charity care charges forgone 

Administrative, PPO, and other adjustments 
N et palieut service revenue 

$13,955,405 
4,239,865 

18,195,270 

(5,822,953) 
341,041 

(38,514) 
(741,601) 

$11,933,243 

$ 9,983,653 
4,357,494 

14,341,147 

(4,087,251) 
361,973 

(29,341) 
_ _ _ A5~8,45~  
$ 10,078,078 

The t lospital provides care to patients who meet certain criteria under its charity care guidelines 
established by the ltospital. These guidelines determ ine eligibility based on income, residency, 
resources, and household composition. The Hospital m ainlains records to identify and monitor the 
level of charily care it provides. These records include the amount of charges written off for services 
and supplies furnished under its charity care policy. 

Thetbl]ow ing information m easuresthelevelofcharity care provided duringthe years ended June 
30, 2000 and 1999: 

Charges forgone based on established 

rates 

2000 

$ 38,514 

1999 

$ 29,34 

Estimated costs and expenses incurred 

to provide charity care $ 23,500 $ 23,000 

5. EDU CATIO NAL CO NTR ACTS RECEIV ARLE 

The ] lospital provides ed ucational assislance to selected  medical students and certain employee s who 
co ntractually agree to return to the llospital's service area after graduation. Under the terms of these 
contracts, the I lospital advances funds to assist the students in their educational co stS. Employees agree 
to repay the loan through extended years of service at the Ilospital. M ed ical students repay the loan by 
practicing in the Hospital serv ice area for a period of years. 



H O M ER M EM ORIAL H O SPITAL 

N O TES TO  FINAN C IAL STATEM EN TS 

FO R TH E YEARS ENDED 
JUNE 30, 2000 AND 1999 

(Continued) 

Tile loans, including interest, become immediately due and payable to the Hospital if the employee or 
medical student does not provide services for the Hospital for the full period of time within the contract. 
These loans are classified as current assets in the finan cial statements. The following is a summary of the 
net educational co ntracts receivable at June 30, 2000 and 1999: 

Balance, beginning of year 
Educational advances 
Assessment of interest on balances due 
Changes in allowance for doubtful collections 
Cancellation and repayments of contracts 
Paylnenls of interest due 

Balance, end of year 

A 

2000 

$ 524,496 
23,042 

15.990 

(54,987) 
_  (24,558) 
$ 483,983 

$ 499,501 
28,287 

19,878 
7,561 

(22,016) 
__ _ ~8..715) 
$ 524,496 

Capital Lease.q - The Hospital leases certain items of equipment under lease arran gements, which are non- 
caneelable and qualify as capital lease arrangements. Future m inimum lease paym ents required under these 
non-cancelable lease arrangem ents are summarized a.s follows: 

Year Endij~.~ June 30 

2001 

2002 

2003 

2004 

Totalcapitallease payments 

Less am ountrepresentinginterest 

Current m alurities 

Long-term maturities 

M inimum 

Payments 

132,480 

(15,657) 
116,823 

._ I  (35,746) 
$ 81.077 



HOM ER M EM ORIAL H OSPITAl, 

N O TES TO  FINA NC IAL STATEM EN TS 

FOR TH E Y EARS ENDED 
JU NE 30, 2000 AN D 1999 

6. LEASE OBLIGATIONS (Conlioued) 

Operating Leases - The Hospital leases various facilities within the area in providing home health and 
inpatient geriatric services. The terms of these leases range from monthly to several months in the filture. 
During 2000 and 1999, lease expense tinder these arrangements was approximately $81,600 and 
$220,000 respectively, with the monthly lease obligation at June 30, 2000, being $6,800. 

The Hospital has also entered into an operating lease for lab equipment with a monthly lease amount of 
approximately $266. During 2000, the Hospital paid $3,197 toward this commitment, qhis commitment 
expires in early 2004. 

Future annual minimum lease payments on the operating leases having terms Ix:yond one month are as 
follows: 

Year Ending Jute 30, 

2001 
2002 

2003 
2004 
2005 

7. H O SPITAL REVENU E BONDS 

Payments 

$ 12,175 
3,197 

3,197 
533 

Hospital Revenue Bonds were issued in the original amount of $3,800,000 to the Town of l lomer, 
Louisiana dated June 15, 1988. The bonds were issued for the purpose of constructing and acquiring 
hospital extensions, additions and improvements, equipment, and furn ishings. The bonds mature on 
June 15 of each year through 2018. Interest on the bonds accrues at 6.125% , and becomes due 
annually on June 15 of each year. The bonds are secured by a first lien on the Hospital's land, 
buildings, and equipment. 

The revenue bond indenture requires the Hospital to establish and m aintain certain funds for the 
benefit of th e bondholder, Farm ers Home Adm inistration. The funding requirem ents are as follows: 

Sinking fund requirem entq - the ilospital is required 
1991, the Hospital began paying the debt in monthly 
fired. Accordiugly, a sinking fund is not reflected in the 

to make monthly deposits of $23,608. In June 
installm ents in lieu of establishing a sinking 
financial statements. 

Reserve fund requirements - the Hospital is required to make monthly deposits of $2,361 until the 
fund has aec.nmutated $283,290. 

Contingency fund requirem ents - the Hospital is required to make monthly deposits of $1
,194 



HOM ER M EM ORIAL HOSPITAL 

N O TES TO  FIN ANC IA L STATEM EN TS 

FOR TH E Y EARS ENDED 
JUNE 30, 2000 A N D 1999 

7. HOSPITAL REVENU~~BONDS (Cominued) 

Actual and required balances of the reserve fund and contingency fund at June 30, 1999, follows 

Reserve fund 
Contingency Fund 

Total 

$ 294,278 
19.358 

_E~  

$ 278,572 
140,892 

$ 419,464 

$ 15,706 

_ (121,534) 
* Ll o5,8289 

The reser~,e fund reached the maximum required balance; therefore, ntonthly deposits were discontinued. 
During fiscal year 2000, the Hospital used money from the contingency fund for operations. As of June 
30, 2000, the contingency fund is short of the required balance by $121,534. 

Farm ers H om e Adm inistration perm its the Hospital to pay on the principal and interest m onthly in lieu of 
an annual payment. The monthly payments are applied to reduce the principal debt when paid. Assuming 
the continuation of monthly payments, future principal and interest requirements on the bonded debt for 
the next fiw~ fiscal years are as follows: 

Fiscal Y ear 

2001 
2002 
2003 

2004 

2005 

PENSIO N PI,AN 

PrJncipal .Interest Total 

$ 103,047 
109,538 

116,439 

123,775 
131,572 

All full-time 1 Iospital employees participate in the M unicipal Employees' Retirem ent System , State of 
l.ouisiana ("System"), a multiple employer public employee retirement system, (PERS). The payroll 
for ltospital employees covered by the System for the year ended June 30, 2000, was approximately 
$4,030,000; the Hospital's total payroll was approximately $5,238,000. 

M embership is mandatory as a condition Of employment begimaiug on the date employed if the 
employee is on a permanent ba~is working at least thirty-five hours per week, not participaliug in 
another publicly funded retirement system, and under the age of sixty at the date of employment . 



HOM ER M EM ORIAL HOSPITAL 

N O TES TO  FINANC IAL STATEM ENTS 

FO R TH E YEAR S ENDED 
JUNE 30, 2000 AND 1999 

The System is comprised of two plans. "l'lan A" combines the original plan and a supplemental plan, 
while "Plan B" involves only the original plan. Any member of Plan A can retire provided he/she is 
age fifty-five with twenty-five years of creditable service, is age sixty with a minimum of ten years of 
creditable service or at any age with thirty or more years of creditable service. A member of Plan B 
can retire provided he/she is age fifty-five with thirty years of creditable serv ice or is age sixty with a 
m inimum often years of creditable service. 

In lieu of term inating employment m~d accepting a service retirement allowance, any member of Plan 
A or 13, with thirty years of service at age fifty-five; twenty years of service at age sixty; fifteen years 
of service at age sixty-two; or ten years of serv ice at age sixty-five, may elect to participate in the 
defeJrcd retirement option plan (DROP) for up to two years and defer the rex:eipt of benefits. Upon 
com mco ee m ent of participation in the DROP plan, meath ership in the System terminates. During 
participation in the plan, employer contributions are payable but employee co ntributions cease. The 
m onthly retirem ent benefits that would have been payable, bad the person elected to cease 
employnlent and receive a serv ice retirement allowance are paid into the DROP fund. This fund does 
not earn interest. In addition, no cost of living increases are payable to participants until employment 
which made them eligible to become members of the System has been term inated for a least one full 

year. 

Upon term ination of employm ent prior to or at the end of the specified period of participation, a 
participant in the plan may receive, at his option, a lump sum from the account equal to the payment 
into the acconnt, a true annuity  based upon his actual balance in that fund, or any other method of 
paym ent if approved by the board of trustees. The m onthly benefits that xvere being paid into the 
deferred retirem ent option plan fund w ill begin to be paid to the retiree. Ifa participant dies during the 
participation in the plan, a lump sum equal to his acco unt balance in the plan fund shall be paid to his 
nam ed beneficiary or, if none, to his estate. If employment is not term inated at the end of the two 
years, payments into the plan fund cease and the person resumes active contributing membership in 
tbe System . Additional accrued benefits are based on final average com pensation nsed to calculate tlJe 
mem ber's original benefit unless the additional period of se rv ice is at least thirty-six m ontbs. 

Generally, th e monthly am ount of retirement allowance for any mem ber of Plan A or Plan I] shall 
consist of an amount equal to three pe rcent or two percent, respectively, of the member's final 
co mpensation m ultiplied by his/her years of creditable serv ice. However, under certain conditions as 
ontlined in the statutes, the benefits are lim ited to specified amounts. Both plans provide for death and 
disability be nefits. Benefits and em ployer/em ployee obligations to contribute are established by slate 
statute. 

:Each parlicipating employer of Plan A contributes an amount equal Io 6.75%  of each and every 
m ember's earnings. Each em ployee in Plan A contributes 9.25% of monthly earnings. Under Plan B, 
each participating employer contributes an amount equal to 3.75%  of each and every mem ber's 
earnings. Each employee in Plan B contributes 5.00%  of month ly earnings. 
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The System also receives ~ of 1%  of ad valorem taxes collected within the parishes of Louisiana, 
except for Orleans Parish. 

Tax m onies are apportioned between Plan A and Plan B in proportion to the salaries of plan 
parlicipants. These additional sources of incom e are used as additional employer contribulions. The 
rem aining em ployer contributions are determ ined according to actuarial requirem ents and are set 
annually. The contribution requirement for the year ended June 30, 2000, was approximately 
$601,000, which consisted of $232,000 from the llospital and $369,000 from the employees. 

The "pension benefit obligation" is a standardized disclosure m easure of the pre sent value of pension 

benefits, adjusted to the effects of projected salary increases and step-rate benefits, estimated to be 
payable in the future as a result of employee service to date. The measure, w hich is the actuarial 

present value of credited projected benefits, is intended to help users assess the System's funding 
status on a going concern basis, assess progress nrade in accumulating sufficient assets to pay benefits 
when due, and make comparisons am ong PERS and employees. The System does not make separate 
measurement of assets and pension benefits obligation for individual employers. The pension benefit 
obligation at June 30, 1999, (the latest actuarial report furnished to the hospital), for the System as a 
whole, determined through an actuarial valuation performed as of that date (valued at market) was 
approximately $568 million. The System's net assets available for benefits on that date (valued at 
cost) was approximately $532 million, with an unfunded pension benefit obligation of $71 million. 
The 110spital's contribution for the year ended June 30, 1999, represented approximately 3% of total 
conlribulions paid by all participating entilies. Five-year historical trend information showing the 
System 's progress in accum ulating sufficient assets to pay benefits when due is presented in the 
System 's amm al financial report. No securities of the llospital are held by the System . 

O 

Concentrations of Credit i  The Hospital operates in Homer, Louisiana, and grants cred it on its 
services to its patients, substantially all of whom are local residents of the Parish. Generally, the 
llospital accepts assignments of patients" benefits payable under either public or private insurance 
program s or policies in lieu of collateral to secure its patient accounts receivable. At June 30, 2000 
and 1999, approximately 33%  and 41% , respectively, of patient accounts receivable was related to 
beneficiaries of the M edicare and M edicaid Programs. Future changes (if any) occurring within the 
local economy or the M edicare and M edicaid reimbursement m ethods can signifieantly affect the 
operations of the t lospital. 
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Cash Balances --  At June 30, 2000, file aggregate carrying amount of cash, including assets whose 
use is limitezl, was $1,906,846 that was invested in three banks and the Louisiana Asset M anagement 
Pool. The correspo nding bank and pool balances totaled $1,976,881. The difference between the 
carry ing amount reported by the Hospital and the bank and pool balances represents deposits and 
checks, which had not cleared the bank at June 30, 2000, All funds are fully secured by either FDIC 
coverage or securities pledged against the deposits, except for $196,785 in excess of FDIC coverage 
and sceurib' pledges m First W oodlands Bank. 

Volum e of Services -- - The H ospital is dependent upon local physicians practicing ill the im m ediate 
service area for its volume of patients. Any decrease in the number of physicians from the current 
level can significantly affect Hospital operations. 

Litigation --- The llospital is the defendant in certain litigation arising in the normal course of its 
business. In the opinion of m anagem ent and the Hospital's legal counsel, tile claims are w ithout merit 
and the awards for damages (if any) resulting from these claims will not excee d the applicable 
insurance coverage. Therefore, the Hospital has made no provision in the financial statements for a 
loss contingency related to these suits. 
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R EPO RT O N CO M PLIANCE AND O N INTERNAl, CO NTRO L OVER FINAN CIAL REPO RTIN G 
BASED O N AN AUDIT OF FINAN CIAL STATEM ENTS PERFO RM ED IN ACCORDANCE W ITH 

GO VEP~ rM EN T A UDITIN G STANDARDS 

To the Board of Directors 
Hom er M emorial Hospital 
Hom er. Louisiana 

W e have audited the financial statements of llomer M emorial Hospital, a com ponent unit of the Town of 
Hom er, as ot" and for the year ended June 30, 2000, and have issued our report thereon dated Septem ber 19, 
2000. W e conducted our audit in accordance with generally accepted auditing standards and standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General 
of the United Slates. 

~ liance 

As part of obta ining reasonable assurance about whether t]omer M emorial Hospital's financial statements are 
frec of m aterial m isstatem ents, we perform ed tests of its compliance w ith certain provisions of laws, 
regulations, contract and grants, non-com pliance w ith which could have a direct and m aterial effect oo the 
determination of financial statements am ounts, tlowever, providing an opinion on c:omplianee with those 
provisions was not ~n objective of our audit and, accordingly, we do not express such an opinion. The results 
of our tests disclosed instances of non-com pliance that are required to be reported under Governm ent Audithlg 
Standard% w hich are described in the follow ing paragraphs: 

The lIospital hz~s received a compliance report from the Louisiana State Legislative Auditor dated December 
1, 1999, indicating various findings based upon compliance with various laws and statutes. These compliance 
issues were concerned with lhe Hospital's medical scholarship program and property tax monies received. 

The I tospital responded to these findings and effectively eliminated the majority of these compliance issues 
by elim inating the med ical scholarship progr am , turning the delinquent accounts over to the flospital's 
attorney for collection, and reaching settlem ents for possible ethics violations by the local physicians. A lso, 
since the llospital no longer receives tax m onies, no com pliance issues concerning property taxes would exist 
in this area at the present tim e. 

Issue: 
A remaining area of non-compliance with state laws is the remaining education contracl balance related to Dr. 
John H aynes. 
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T ransaction D eta ils: 
The Hospital entered into a scholarship contract with John ttaynes, from July 1991 to June 1998, w ith 
advances 1o him totaling $ 72,500. At the completion of his medical training, John Haynes was employed in 
Shreveport an d agreed to come see patients every Tuesday m orning for a 50%  forgiveness of his debt. 

Noncom pliance Details: 

It is the Legislative Auditor's opinion, that the 50% forbfiveness ofthls obligation is 1lot the proper pro-rata 
am ount to be  i0rgiven, which is a violation of R.S. 46:1108. The Legislative Auditor indicated that the 
am ount of tim e John Haynes w ill be working for the Hospital only constitutes h>rg[veness of 10%  of his 
obligation. 

H ospital's Response: 
The Hospital has agreed to cancel the settlem ent agreement w ith Dr. John llaynes. The Ilospital attorney has 
been authorized to pursue a new agreement. 

]ssue: 
A remaining area of non-compliance is ill the matter of Dr. M aria Haynes continuing to receive education 
payments after she had already finished her medical training. 

Transaction Details: 
M aria Haynes finished her m edical training on July 31, 1998, but received an additional $ 20,000 it] 
educational contract payments subsequent to that date. The Hospital has discontinued payments to M aria 
Haynes upon being inform ed about non-com pliance. 

N on-com pliance Details: 
It is the Legislative Auditor's opinion, that not only should paym ents ~o M aria Haynes have been ceased, but 
she should aLso be required to repay the additional $ 20,000 in a timely manner. 

H ospita l's Response: 
Dr. M arla Haynes no longer receives paym ents from Homer M em orial llospital. She began her practice in the 
com munity on July l, 2000, in accordance with her agreem ent w ith the Hospital. The bo ard will appoint a 
commiltee to address the additional $20,000. 

Issue: 
A remaining area of non-co mpliance is that several nursing and medical education contract beneficiaries have 
violated the work provisions of their contract. Accordingly, they owe the Ilospital all sum s advanced to them . 

Tile l,egislative Auditor questioned the Hospital's collection procedures, and subsequently the Hospital for 
the m ost part has pursued  aggressive collection measures through the Hospital attorney. However, in certain 
cases, the Legislative Auditor's collection recommendations have not been followed. 

Transaction D etails: 
In the case of nursing students Ginni Hollenshead and Frederick Young, and in the case of med ical student 
Thom as Traw ick, collection schedules have been set up for periods exceeding four years. A lso, in the ease of 
nursing students l~aurie Johnson, M ichael Turuer, and April Freem an, there is no evidence of collection 
efforts. 

Non-C om pliance Details: 
According to the requirements of R.S. 46:1138, repaym ents are to be m ade in four years. In the case of three 
of the above students, the repaym ent schedules exceed the repayment timeline re co m mended by the 
l.egislative Auditor. No apparent collection effort has been made on the amounts due from the other four 
students. There fore , a violation of the statutory  requirem ent on these contracts has not yet been addressed~ 



llospital's R esponse: 
The ltospital w ill imm ediately authorize its attorney to pnrsue m ore aggressive collection efibrts to comply 
w ith R.S.46:1138. 

Issue: 
It came to our at',ention that a possible violation existed as to une~trned compensation being paid to the former 
adm inistrator. 

Transaction Details: 
The former administrator, J. Larry Jordan, retired in April 2000. As he gave the Board notice of th is 
retirement in early 1999 and as a new adm inistrator w as placed in December, 1999, the Hospital's Board 
voted to place M r. Jordan on adm inistrative leave with pay, effective January 1,2000 until his already 
scheduled retirement date. 

Non-Com pliance Deta ils: 
During the period  from January 1, 2000 lhrough April I 1, 2000, M r. Jordan was paid $18,268 in unearned 
compensation which violates Article VII, Section 14 of the Louisiana Constitntion of 1974. 

H ospital's R esponse: 
Tile Hospital board w ill adopt a written policy against unearned com pensation to any party 

Issue: 
A s part of the llospital's bond indenture, a m inim um balance is required to be deposited into a contingency 
fund. At June 30, 2000, this m inim um balance was not maintained. 

Tratxgac:tion D etails: 
As part of the bond indenture w ith FM HA , the Hospital is required to m aintain a contingency fund with a 
required balance ors 140,892 as of June 30, 2000. During the year ended June 30, 2000, funds were drawn 
out of this continge.cy fund resulting in an ending balance al June 30, 2000 of$19,358. 

N on-Com pliance Details: 
The contingency fund had a balance $121,534 less than the balance required by the bo nd indenture as of June 
30, 2000. 

H ospital's Response: 
The contingency fund has been replenished to its required leve 

Internal Control O ver Financial Rcnortin~ 

In planning and perform ing our audit, we considered Homer M emorial Hospital's intern al control over 
financial reporling in order to determ ine our auditing proce dures tbr tbe purpose of expressing our opinion on 
the financial statem ents and not to provide assurance on the internal control over financial reporting. Our 
consideration of th e internal control over financial reporting would not necessarily disclose all matters in the 
internal control over financial reporting that might be material weaknesses. A material 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 th e risk thai misstatements in amounts that would be material in relation to the financial 
statements being audited m ay occur and not be detected within a tim ely period by employees in the normal 
course of perfonnlng their assigned functions. W e noted no m ailers involving the internal control over 
financial rep0rling and its operation that we consider to be material weaknesses. Ilowever, we noted olher 
matters involving the internal control over financial reporting that we have reported to managemenl of Homer 
M emorial I lospital in a separate letler dated September 19, 2000. 



This report is intended 
Auditor's Office of the 
distribution is not lim ited 

for the inform ation 
Statc of I.ouisiana. 

of the board of directors, management, and the Legislative 
llowever, this report is a m atter of public record, and its 

W aco, Texas 
Septem ber 19, 2000 
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In planning, and performing our audit of the financial statements of Homer Memorial Hospital (tile 
"Hospital") for the year ended June 30, 2000, we considered its internal control structure in order to 
determ ine out auditing procedures for the purpose of expressing our opinion on the financial statements 
and not to provide assurance on tile internal control structure. However, we noted certain ro arers 
involving the internal control structure and its operation that we consider to be reportable conditions 
under standards established by the American Institute of Certified Public Accountants. 

Reportable conditions involve matters com ing to our attention relating to significant dcficieneies in the 
design or operation of the internal control structure that, in our judgment, would adversely affect lhe 
organization's ability to record, process, summ arize, and report financial data consistent w ith the 
assertions'; of m ~uagement in the financial statem ents. These are summ arized following this letter along 
with onr com m ents regarding other matters pertaining to the audit. 

A m aterial weakness is a reportable condition in which the design or operation of one or m ore of the 
internal control stru cture elem ents does not reduce to a relatively low level the risk that errors or 
irregularities in amounts that would be material in relation to the financial statements being audited may 
occur and nol be detected within a timely period by employees in the norm al course of performing their 
assigned fuuetions. 

Our consideration of the internal control structure would not necessarily disclose all m atters in the 
internal ~ontrol structure that m ight be reportable conditions and, accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be m aterial weaknesses as defined above. 

I towevcr, none of the reportable conditions described above is believed to be a material weakness. 

This report is intended solely for the intorm ation and intern al use of the Board, management
, and others 

within the organization. 

. o 

W aco , Texas 
Septem ber 19, 2000 
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Itom er M tzm ori~ '~tospital 
LeUcr on lrUcrna] Control 
September 19. 2(1[)~ 

We would like to emphasize the nature and scope of this letter and our financial audit. As discussed 
in the report on the precedingpage, it is not designed to provide assurance on the operation of your 
aecotmting system. It is designed to share things that we encounter in the course of the audit with 
you and to provide comments based on our experience with your institution and other similar 
entities, 

~ An operational audit is concerned with operational effi ciency, i.e., what is the best way to 
process transactions to achieve desired results. 1l is often concerned with adequate staffing, etc. 
An operational audit is often designed to help evaluate the sufficiency of information for making 
management decisions. 

.4 
./i~ancial audit is/ocused on measurement and testing. It is not really concerned with 

operational efficiency other than tha t captured in ),our overall bottom line. It is possible to 
perform a ftnaneial audit with a good deal less information than may be necessary to evaluate 
the departmental performance of your Hospital or to make strategic decisions about your course 
o/business. 

REPO RTABLE CONDITION S 

A CCOUNTS PAYABI,F~ 
C.om nAg_nl__ ~s ' 
As parl of our standard audit procedures, we review the detail aging of vendors for accounts payable and 
scareh for unrecorded  liabilities. In our analysis it was determined that the IIospital properly recorded, but 
did not properly post: it's accounts payable. 

Recomm elldaLig?~ - 
W e recomm end that all invoices be entered as they are approved for processing on a daily or weekly basis. 
Invoices should l~ processed in the period to which they apply. 

I lospital' s Rcs_ pgJ3se 
Personnel cbangcs have been made in the accounting department. Em ployees have been properly instructed 
with regard to the proper procedure for posting accounts payable. Therefore, the Hospital feels that the 
problem has be en resolved and should not occur again. 

DEPOSIT RISK 
Com ments." 
At June 30, 20(10, we noted that $196,785 of the Hospital's funds on deposit at First W ood land's Bank were 
not secured by either FDIC coverage or bank pled ged  securities. 

Recom mendations: 
The Hospital should determine there are bank-owned securities pledged against deposi|ed timds at all times. 
Furthermore, the ltospital should bring this deposit risk to the attention of W oodlands Bank to insure that 
adequate funds are pledged in the future. 

Hospital's R es~ p_ _n sf - 
The executive secretary to the administrator will verify that all fimds are secured on a monthly basis. 
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Homer M em orial I lospltal 
Letter on Intern al Contro 
September 19, 2000 

UNRECONCILED ACCOUNTS 
Cotum ents: 
No June 30, 2000 reconciliation was prepared for the Payroll cash account and the Claim s cash account. On 
further inspection, it was noted that these accounts were not being reconciled on a monthly basis throughout 
the year. 

Recommendation: 
Proper account procedures require cash accounts to be reconciled on a periodic basis,, in this case monthly. 
The llospital should reconcile these accounts along with their other cash aceounk,~ before closing on a 
m onfldy basis. 

Hospital's I~e_~ppnse_: 
Personnel ehallges have been m ade in the accounting department. Em ployees have been instructed to 
reconcile these accounts on a monthly basis. The Hospital feels that this should not be a problem in the 
future. 

| NTERNA L CONTROL 
Comm ents: 
During the course of perform ing the audit, it was discovered  that internal control over keys was not 
m ainlained adequately. Keys to the accountant's office were discovered freely available. On further 
research, it wa~ noted that no master key list was maintained and records authorizing distribution of keys 
were not available. 

Re_commendation: 
The Hospital should appoint an individual lo control distribution and collection of its keys. This person 
should keep a master list of all keys, keys checked out, and a signed and dated list of to whom they are 
checked out. 

Jtos~oital's Respons&~ 
l,ocks to the accountant's office have been changed. Keys have been distributed to the adm inistrator, the 
executive secretary, and to the accounta nt. 

SUM M ARY OF PRIOR Y EAR FINDINGS 

W e have reviewed the Hospital's responses to items noted in the previous year's m anagement letter 
concern ing: (1) payroll accounting, (2) deposit risk, (3) fixed asset capitalization policy, (4) cost report 
revenue and expense reclassifications, (5) physiciaa~ line of credit and other debt, and (6) Louisiana code of 
governm ent ethics. Based  on our review , we believe the Hospital has responded appropriately to these 
findings except as previously noted with regard to deposit risk. 
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H OM ER M EM ORIAL H OSPITA L 

C O M  M U NICA TIO N S W ITH  TH E BO A R D O F D IR EC TO R S 

In April 1988, the AICPA Auditing Standards Board issued a group of" Slatem an ts on Auditing 
Standards com m only referred to as the "Expectation Gap " Auditing Statem enls. The following 
section provides required com m unications with the Board under these statem ents: 

SAS N o. 53, "',the Auditor's Respor~'ibility to 
Detect and Report Frrors and Irregularities" 

SA S N o. 54, "Illegal Acts by Clients 

SAS No. 60, "Communication of Internal Control 
Structure Related M atters Noted in an Audit" 

SAS No. 61, "Communication with Audit 
Committees" 

The auditor's responsibility 

Significant accounting policies 

Resnonse for the 2000 A udit 

W e are not aware of any errors or 
irregularities that have not been 
com m unicated to the Boar d. 

Any instances of th ese acts are 
disclosed in the supplem ents section of 
our audit report. 

W e ar e not aw ar e of any m aterial 
internal control m alters which would 
require com munication to th e Board 
other than as included with this report. 

Our audit is designed to enable us to 
obtain reasonable, but not absolute, 
assurance that the financial statem ents 
are free of m aterial m isstatem ent. 

The Board has been inform ed of 
significant accounting pulicies included 
in th e notes to the financial statem ents. 

Management judgments and accounting Man agement judgment is required in 
estim ates estim ating the allow ances for 

contractual adjustments and estimated 
uncollectible accounts. 
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H O M E R  M E M O RIA L H OSPITA L 

C O M M UN ICATIO N S W ITH  TH E BO AR D O F D IR EC TO RS 

SAS N o. 61, "Communication with Audit 

Committees" (Conti[med) 

Significant audit adjustments 

Other inform al.ion in docum ents coniaining 

audited fin~mcial statem ents. 

Disagreem ents with m anagem ent. 

Consultations w ith other accountants 

Rex.onse for the 2000 A udit 

(I) Entry necessary to adjust 
insurance payable (decrease 
balance $331,117). 

group 
fund 

(2) Entries necessary to estimate net effect 
of cost report settlements (decrease 
ftmd balance $184,055). 

(3) Entry necessary to record accounts 
payable (decrease fund balance 
$175,953). 

(4) Entry necessary to adjust estimated bad 
debt expenses (decrease fund balance 
$401,565). 

~ N one 

~ N onc 

~ N one 

M ajor issues discussed with management prior ~ None 
to retention or reappointm ent. 
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