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KOLDER, CHAMPAGNE, SLAVEN & COMPANY, LLC CERTIFIED PUBLIC ACCOUNTANTS RO. Box 250 Breaux Bridge, LA 70517 Phone (337) 332-4020 Fax (337) 332-2867 
INDEPENDENT AUDITORS' REPORT 

Board of Commissioners Hospital Service District No. 2 Parish of St. Martin, State of Louisiana Breanx Bridge, Louisiana 

WEB SITE' WWW.KCSRCPAS COM MEMBER OF: AMERICAN INSIITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUI~ANA CERTIFIED PUBLIC ACCOUNTANTS 

We have audited the accompanying general purpose financial statements of the Hospital Service District No. 2, Parish of St. Martin, State of Louisiana, a component unit of the St. Martin Parish Government, as of and for the years ended, September 30, 2003 and 2002, as listed in the table of contents. These general purpose financial statements are the responsibility of the Hospital's management. Our responsibility is to express an opinion on these general purpose financial statements based on our audits. We conducted our audits in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit ineludes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose t-mancial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall general purpose financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In accordance with we have also issued our report dated November 21, 2003, on our consideration of the Hospital's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit. 
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Breaux Bridge, Louisiana November 21, 2003 

Kolder, Champagne, Maven & Company, LLC 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana BALANCE SHEETS SEPTEMBER 30, 2003 AND 2002 

Current assets Cash Certificates of deposit Accounts receivable - patients (net of provision for doubtful accounts) Grant receivable Ad valorem taxes receivable (net of allowance) Due from intermediaries - medicare Due from intermediaries - medicare - allowance Due from intermediaries - medicaid Due from intermediaries - medicaid - allowance Inventories Prepaid expenses 
Total current assets 

Assets whose use is limited For plant maintenance and replacement - Cash 
Property, plant and equipment, net 
Total assets 

ASSETS 2003 
$ 1,519,304 335,046 2,080,789 5,000 135 394,061 24,719 (24,719) 235,710 15,161 

$ 1,039,063 329,426 2,343,928 1,921 446,053 (181,080) 58,597 (58,597) 239,543 13,150 

2,391,308 2,341,343 
$ 7,180,514 $ 6,752,792 



LIABILITIES AND FUND BALANCE 
Current liabilities Payable from restricted assets - Current maturities of long-term debt Accounts payable Acerued wages and related withholding# Accrued interest payable Accrued compensated absences Due to intermediaries - medicaid Total current liabilities 

Long-term debt, net of current maturities Total liabilities 

Fund balance: Donated capital Plant maintenance and replacement Operating fund 
Total fund balance 

Total liabilities and fund balance The accompanying notes are an integral part of these statements. 

$ 152,000 341,077 15,001 9,420 110,839 54,631 
$ 143,000 238,743 96,567 100,308 120,215 

1,988,000 2~140~000 2,670,968 2,838,833 

173,757 52,000 4,283,789 173,757 36,445 3,703,757 

$ 7,180,514 $ 6,752,792 



Operating revenue Net patient revenue Other revenue 
Operating expenses Professional General and administrative Depreciation Provision for bad debts 
Operating income (loss) Nonoperating income (expense) Interest income Interest expense Grant revenue Miscellaneous revenue Miscellaneous expense Property tax revenue Gain on sale of assets 
Excess ofravenues over expenses 

HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Mmin State of Louisiana 
STATEMENTS OF OPERATIONS YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

The accompanying notes are an integral part of these statements. 

2003 2002 
$ 7,515,245 85,666 $ 6,729,372 83~864 
4,207,452 1,797,878 242,760 1,052,483 

3,816,024 1,543,054 227,308 901,801 
300,338 325,049 
47,493 (128,202) 13,552 (24,176) 385,782 800 

39,730 (116,093) 5,20O 883 (36,795) 386,693 
295,249 279,618 



~g 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana STATEMENTS OF CASH FLOWS YEARS ENDED SEPTEMBER 30, 2003 AND 2002 
Cash flows from operating activities Cash received from patients and third party payers Lease payments received Cash paid for supplies and other expenses Cash paid to employees Net cash provided by operating activities Cash flows from noneapital financing activities Interest received Grant receipts Miscellaneous receipts Miscellaneous expenses Ad valorem tax receipts Net cash provided by noncapital financing activities Cash flows from capital and related financing activities Proceeds from long-term debt Principal payment Interest paid 
Net cash provided (used) by capital and related financing activities Cash flows from investing activities Purchase of equipment Purchase of investments Cash used by assets whose use is limited Net cash used by investing activities 
Increase in cash and cash equivalents Cash and cash equivalents, beginning of year Cash and cash equivalents, end of year 
The accompanying notes are an integral part of these statements. 

$ 6,593,281 10,875 (2,619,340) (3,340,130) 
$ 5,741,971 13,053 (2,566,123) (2,864,926) 

47,493 8,552 (24,176) 387,568 419.437 
39,730 5,200 883 (36,795) 388~058 
238,000 (143,000) (105,000) (118,782) (116,093) (261,782) 16~907 

(291,925) (5,620) (24,555) (322,100) 
(4,491) (8,507) (52,420) (65,418) 480,241 672,540 1,039,063 366,523 $ 1,519,304 $ 1,039,063 
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HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements 
Summary of Significant Accounting Policies 

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 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 those estimates. C. Proprietary Fund Accountin~ The Hospital utilizes the proprietary fund method of accounting whereby revenue and expenses are recognized on the accrual basis. Substantially all revenues and expenses are subject to accrual. 
Interest costs incurred on borrowed funds during the period of construction of capital assets is capitalized as a component of the cost of acquiring those assets. Interest costs incurred for the years ended September 30, 2003 and 2002 were $128,202 and $116,093 respectively. All costs were charged to expense. E. Cash and Cash Eouivalents For purposes of the statement of cash flows, cash and cash equivalents include investments in highly liquid debt instruments with an original maturity of three months or less, except assets whose use is limited. 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 
Accounts receivables are shown net of provision for doubtful accounts of $511,513 and $748,203 at September 30, 2003 and 2002, respectively. 
Inventories are stated at the lower of cost or market, with cost determined by the first-in ftrst-out (FIFO) method. 
The Hospital is a non profit Hospital Service District as described in Section 501(eX3) of the Internal Revenue Code and is exempt from federal income taxes on related income pursuant to Section 501(a) of the Code. 
Pursuant to Government Accounting Standards Board (GASB) Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, the Hospital has elected to apply the provisions of all relevant pronouncements of the Financial Accounting Standards Board (FASB), including those issued aRer November 30, 1989, that do not conflict with or contradict GASB pronouncements. 
The Hospital is exposed to various risks of loss from torts; thefts of, damage to, and destruction of assets; business interruption; errors and omissions, employee injuries and illnesses; natural disasters; and employee health, dental, and accident benefits. Commercial insurance coverage is purchased for claims arising from such matters. Settled claims have not exceeded this commercial coverage in any of the three preceding years. There have been no significant reductions in insurance coverage during the eurrent fiscal year. Physicians working at the Hospital are insured against malpractice as discussed in Note 7. 
The Hospital's charity care was immaterial for 2003 and 2002. 
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HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 

Vacation time is accumulated based on the number of years of service with the Hospital and whether classified as full-time or part-time. Employees are required to use 75% of the hours earned in a calendar year. Hours aneumulated in excess of 360 hours will automatically convert to sick time. Sick time may be accumulated with no maximum. Accrued compensated absences at September 30, 2003 and 2002 were $110,839 and $100,30g respectively. 
The Hospital received approximately 4 percent in both 2003 and 2002 of its financial support from ad valorem taxes. Current taxes are received beginning in October of each year and become delinquent after January 31 of the following year. Ad valorem taxes receivables are shown net of allowance of $5,191 and $8,739 at September 30, 2003 and 2002, respectively. 

The Hospital has agreements with third-party payors that provide for payments to the Hospital at amounts different from its established rates. A summary of the payment arrangements with major third-party payors follows. A. Medicare Inpatient services, certain outpatient services, and defined capital and medical education costs related to Medicare beneficiaries are paid based on a cost reimbursement methodology. The Hospital is reimbursed for cost reimbursable items at a tentative rate with final settlement determined after submission of annual cost reports by the Hospital and audits thereof by the Medicare fiscal intermediary. The Hospital's Medicare cost reports have been audited by the Medicare fiscal intermediary through September 30, 2001. The Hospital's Medicare cost reports for the years ended September 30, 2003 and 2002 indicate a receivable of $394,061 and $280,188, respeetively. Total cost reports outstanding indicate a receivable of $394,061 and $446,053 at September 30, 2003 and 2002. Of this receivable, $0 and $181,080 has been set aside as an allowance at September 30, 2003 and 2002, respectively. 
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HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 
B. Medicaid Outpatient services rendered to Medicaid program beneficiaries are reimbursed under a cost reimbursement methodology. Inpatient services are paid at prospectively determined rates per day. The Hospital is reimbursed at a tentative rate with final settlement determined after submission of annual cost reports by the Hospital and audits thereof by the Medicaid fiscal intermediary. The Hospital's Medicaid cost reports have been audited by the Medicaid fiscal intermediary through September 30, 1999. The Hospital's Medicaid cost reports for the years ended September 30, 2003 and 2002 indicate a payable of $54,631 end $89,052, respectively. Total cost reports outstanding indicate a net payable of $29,912 and $61,618 at September 30, 2003 and 2002. Of the portion which is a receivable, $24,719 and $58,597 has been set aside as an allowance at September 30, 2003 and 2002, respectively. 
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HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 

Assets Whose Use is Limited Assets whose use is limited consist of cash whose use has been limited by the Hospital's Board of Commissioners or by parish ordinance for bond redemption. The balance remaining aRer payoff of the bonds is approved for use in Operations and Maintenance. Fund balance is set aside for the difference between the assets available and the related payable. 
The following is a summary of long-term debt transactions of the Hospital for the years ended September 30, 2003, and 2002. 2003 2002 
Long-term debt, beginning of year 
Debt assumed Debt retired 
Long-term debt, end of year 

$ 2,283,000 $ 2,150,000 
(143,000) 238,000 (105,000) $ 2,140,000 $ 2,283,000 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 
Long-term debt at September 30, 2003 and 2002 is comprised of the following: 
General Obligation bonds; dated November 1, 1996; original issue of $2,350,000; payable in annual installments of $65,000 to $195,000 beginning in March 1997; interest paid semiannually at rates of 5.35% to 8.0%. Final maturity in March, 2016; secured by ad valorem taxes. 
Certificates of Indebtedness; dated December 1, 2000; original issue of $175,000; payable in annual installments of $20,000 to $25,000 beginning in March 2001; interest pa~d semiannually at 5.25%. Final maturity in March, 2008; secured by ad valorem taxes. 
Certificates of Indebtedness: dated August 1, 2002; original issue of $238,000; payable in annual installments of $33,000 to $45,000 beginning in March 2003; interest paid semiannually at 4.45%. Final maturity in March, 2008; secured by ad valorem taxes. 
Total 
Less current portion 
Long-term portion 

2003 2002 

$1,820,000 $ 1,910,000 

115,000 135,000 

205,000 238,000 
2,140,000 2,283,000 

(143,000) $1,988,000 $ 2,140,000 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 
Scheduled principal repayments on long-term debt, including interest payments of $751,298 and $870,080, at September 30, 2003 and 2002, respectively are as follows: Year Ending September 30, 
2003 2004 2005 2006 2007 2008 2008-2012 2009-2013 2013-2016 2014-2016 

2003 2002 
260,129 258376 262,340 265,629 263,365 
980,850 
600.609 

$ 261,782 260,129 258,376 262,340 265,629 
1,045,109 
799,715 

$2,891,298 $ 3,153,080 

A summary of property and equipment at September 30, 2003 and 2002, follows: 
Land Land improvements Buildings Building improvements Fixed equipment Movable equipment Automobile 
Less accumulated depreciation Property and equipment, net 

$ 24,726 153,611 319,132 1,980,318 1,132,948 453,373 13,367 4,077,475 (1,686,167) $ 2~391~308 

$ 24,726 153,611 319,132 1,980,318 869,478 453,373 18,748 3,819,386 (1,478,043) 2~341~343 
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HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 
Property and equipment are stated at cost or estimated cost if actual cost is not available. Estimated costs are based on fair market value. Estimated amounts are immaterial in relation to total cost. Infrastructure assets are not included in property and equipment. Depreciation is computed using the straight-line method, over the useful life as recommended by the American Hospital Association. Depreciation expense for the years ended September 30, 2003 and 2002 was $242,760 and $227,308 respectively. The estimated useful lives are as follows: 
Land Improvements Buildings & Building Improvements Fixed Equipment Movable Equipment 
Commitments and ContinRencies 

5-25 years 10-40 years 5-25 years 5-25 years 

In March 1999, the Hospital entered into a hospital emergency care agreement with Correct Care, Inc. This agreement provides that Correct Care shall provide physicians to the Hospital for emergency care coverage twenty-four (24) hours per day, 365 days per year. These physicians must be licensed to practice medicine and be insured against malpractice. The Hospital provides all necessary supplies and equipment and compensates these physicians on an hourly basis. The initial term of this agreement was for a twelve (12) month period. After this term, the agreement will automatically be extended for twelve (12) month terms until termination. 
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HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 
B. Litigation At September 30, 2003, the Hospital is involved in one lawsuit. However, management feels that this ease is covered by insurance; therefore, there should be no additional liability to the Hospital. 
Below is the supplemental schedule required to be presented when statements of cash flows are presented. Reconciliation of net income to net cash provided by operating activities: 

2003 2002 Operating income 
Adjustments to reconcile net income to net cash provided by operating activities Depreciation Change in assets and liabilities: Accounts receivable - patients Due to/from intermediaries Inventories Prepaid expanses Accounts payable Accrued wages and related withholdings Contracts payable Accrued compensated absences 
Net cash provided by operating activities 

$ 242,760 $ 227,308 263,139 (194,672) 3,833 (2,011) 102,334 (81,566) 
344,348 

(128,728) (15,476) (24,805) 1,825 (73,067) 16,340 (4,459) (12) 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Notes to Financial Statements (continued) 

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement 34 "Basic Financial Statements and Management's Discussion and Analysis for State and Local Governments." This Statement establishes new financial reporting requirements for state and local governments throughout the United States. When implemented, it will require new information and restructure much of the information that governments have presented in the past. Comparability with reports issued in all prior years will be affected. The Hospital is required to implement this standard for the fiscal year ending September 30, 2004. The Hospital has not yet determined the full impact that adoption of GASB Statement 34 will have on the fmancial statements. 
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Patient revenue In-patient revenue Out-patient revenue Swingbed revenue 

HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana 
SCHEDULES OF NET PATIENT REVENUE YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

Deductions from patient revenue Contractual allowances - current Contractual allowances - prior Discounts 
Net Patient Revenue 

2003 
$ 1,733,393 4,987,153 1,378,417 8,098,963 
922,412 (338,729) 35 583.718 

$ 1,699,303 5,287,422 1,297,717 8,284,442 
1,554,902 168 

$ 7,515,245 $ 6,729,372 



Routine Services Room and board Special Services Blood administration Central supply room Electrocardiology 

HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana 
SCHEDULES OF IN-PATIENT REVENUE YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

Emerganey room physician Emergency room Holter monitor Inhalation therapy Laboratory 
Observation room Occupational therapy Operating room Pharmacy Physical therapy Radiology Speech therapy Special procedures 

19 

2002 
$ 487,975 $ 506,507 
10,869 107,118 21,843 
65,206 26,078 1,180 248,650 274,142 
2,880 1,542 890 377,569 
9,120 62,780 4,148 31,403 

8,775 110,749 22,505 
67,387 27,885 4,130 215,694 263,909 
2,895 2,500 6,768 4,867 
14,402 67,334 3,696 39,300 

$ 1,733,393 $ 1,699,303 



Blood administration Central supply Electrocardiology Emergency room physician Emergency room Inhalation therapy Labora~ry Holter monitor Observation room Occupational therapy Operating room Pharmacy Physical therapy Radiology Special procedures Speech therapy 

HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana 
SCHEDULES OF OUT-PATIENT REVENUE YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

SCHEDULES OF OTHER OPERATING INCOME YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

Cafeteria and vending machine sales Sale of medical records Recovery of bad debts Lease payments 

10,918 256,917 62,895 1,230,220 575,299 55,557 1,472,521 22,715 7,725 45,836 31,446 243,049 132,423 560,406 197,707 81,519 

2002 5,000 266,431 64,304 1,400,574 653.707 59,549 1,409,035 18,505 13,200 41,056 27,926 246,887 133,392 680,227 215,956 51,673 
$ 4,987,153 $ 5,287,422 

$ 4,500 8,239 62,052 10,875 
2002 4,233 7,974 58,604 13.053 $ 85,666 $ 83,864 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana 
SCHEDULES OF SWINGBED REVENUE YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

Routine Services Room and board Special Services Blood administration Central supply room Electrocardiology Emergency room physician Holter monitor Inhalation therapy Laboratory Pharmacy Physical therapy 
Occupational therapy Radiology Speech therapy Ultrasound 

2003 2002 
$ 411,822 $ 
680 63,596 2,693 572 590 262,723 111,153 391,385 59,730 36,808 23,344 5,362 7,959 

392,442 
375 69,127 2,784 572 295 223,766 102,571 360,099 81,880 
25,047 18,152 15,422 5,185 $ 1,378,417 $ 1,297,717 



Blood administration Central supply Electrocardiology Emergency room physicians Emergency room Holter monitor Inhalation therapy Laboratory Medical records Nuclear medicine 
Nursing service Operating room Pharmacy Rehabilitation Radiology 

HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana SCHEDULES OF PROFESSIONAL EXPENSES YEARS ENDED SEPTEMBER 30, 2003 AND 2002 
Supplies Personal & Other Services Expenses 2,142 $ 18,734 141,752 1,256 798,334 294,369 20,661 7,270 

176,281 44,743 
949,327 2,285 102,903 

247,298 320,003 21,757 229,160 98,162 360 323,196 192,808 

Personal Services Supplies & Other Expenses 711 $ 9,499 123,050 810 731,040 289,326 
170,452 35,211 
829,997 2,106 79,098 

18,880 6,705 183,278 316,569 25,448 236,939 93,719 757 317,907 178,293 36~639 $ 2,522~356 $ 1,685,096 $ 2,267,531 $ 1 548,493 



Administrative Credit and collections Dieta~ Employee benefits Housekeeping 

HOSPITAL SERVICE DISTPdCT NO. 2 Parish of St. Martin State of Louisiana SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

Insurance Laundry and linen Maintenance Telephone and communications 

2003 Personal Services Supplies & Other Expenses $ 440,928 $ 401,404 31,260 107,726 53,070 131,816 148,133 26,590 140,413 35,480 184,999 46,107 

Personal Services Supplies & Other Expenses $ 326,983 $ 108,542 146,212 
31,986 

338,776 29,193 52,785 106,478 24,396 141,116 31,618 163,111 41,858 $ 746,739 $ 1,051,139 $ 613,723 $ 929,331 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana 
SCHEDULES OF COMMISSIONERS, MEETINGS ATTENDED AND COMPENSATION YEARS ENDED SEPTEMBER 30, 2003 AND 2002 

Name of Commissioner Billy Guidry Lawrence Jacobs, Jr Robert Laville John E. Martin Fred Mills, Jr. 

Meetings Attended 7 12 11 12 8 

2002 Attended Compensation 
8 9 11 11 11 
$ - $ - $ 440 $ - 
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KOLDER, CHAMPAGNE, SLAVEN & COMPANY, LLC CERTIFIED PUBLIC ACCOUNTANTS EO. Box 250 Breaux Bridge, LA 70517 Phone (337) 332-4020 Fax (33?) 332-2867 
REPORT ON COMPLIANCE AND ON INTERNAL 

WEB SITE: WWW.RCSRCPAS COM MEMBER OF: AMERICAN )NSTITUTE OE CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUOLIC ACCOUNTANTS CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

Board of Commissioners Hospital Service District No. 2 Parish of St. Martin, State of Louisiana Breanx Bridge, Louisiana We have audited the general purpose financial statements of the Hospital Service District No. 2, Parish of St. Martin, State of Louisiana, as of and for the year ended September 30, 2003, and have issued our report thereon dated November 21, 2003. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to f'mancial audits contained in Government Auditing Standards, issued by the Comptroller General oftbe United States. Compliance As part of obtaining reasonable assurance about whether the Hospital Service District No. 2's general purpose financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to he reported under Government Auditing Standards. 
In planning and performing our audit, we considered the Hospital Service District No. 2's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the general purpose financial statements and not to provide assurance on the internal control over financial reporting. However, we noted a certain matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect Hospital Service District No. 2's ability to record, process, summarize and report financial data consistent with the assertions of management in the general purpose f'mancial statements. A reportable condition is described in the accompanying schedule of prior and current audit findings and management's corrective action plan as item 03-1. 
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A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the general purpose financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable eonditions that are also considered to be material weaknesses. However, we consider item 03-1 to be a material weakness. This report is intended solely for the information and use of management, others within the organization, the Board of Commissioners, and the Parish Government and is not intended to be and should not be used by anyone other than these specified parties. Although the intended use of this report may be limited, under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 

Breaux Bridge, Louisiana November 21, 2003 

Kolder, Champagne, Slaven & Company, LLC Certified Public Accountants 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Schedule of Prior and Currem Audit Findings and Management's Corrective Action Plan Year Ended September 30, 2003 
Prior Year Findings: Compliance There were no findings that were required to be reported under the above. 
Finding: Due to the small number of employees, the Hospital did not have adequate segregation of functions within the accounting system. Status: Unresolved. See Item 03-1 
There were no findings that were required to be reported under the above 

(continued) 



HOSPITAL SERVICE DISTRICT NO. 2 Parish of St. Martin State of Louisiana Schedule of Prior and Current Audit Findings and Management's Corrective Action Plan (Continued) Year Ended September 30, 2003 
II. Current Year Findings and Management's Corrective Action Plan 
Compliance There are no findings that are required to be reported under the above. 
em 03-1 Lnadeouate Segregation of Accounting 1%neticms Finding: Due to the small number of employees, the Hospital did not have adequate segregation of functions within the accounting system. Management's Corrective Action Plan Mr. Burton Dupuis, CEO has determined that it is not cost effective to achieve complete segregation ofdnties within the accounting department. No plan is considered necessary, 
There are no f'mdings that are required to be reported under the above. 
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