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PORTE SEHRT
QOM1G HAND

CERTIFIED PUBLIC ACCOUNTANTS

independent Auditor's Report

To the Board of Commissioners
St. Charles Parish Hospital Service District
Luling, Louisiana

We have audited the accompanying balance sheets of St. Charles Parish Hospital Service District
(Hospital), a component unit of the St. Charles Parish Coundil, as of July 31, 2007 and 2008, and
the related statements of revenuss, expenses, and changes in net assets, and cash flows for the
years then ended. These financial statements are the responsibility of the Hospital's management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Govermnment Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audils to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audlt alsp includes assessing the accounting principles used and significant
estimates mads by management, as well as evaluating the overall financial statement
presentalion. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of St. Charles Parish Hospital Service District, as of July 31, 2007 and 2006,
and the results of its operations and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
January 28, 2008, on our consideration of the Hospital's intemal control over financial reporting
and our tests of its compliance with certain provisions of laws, reguiations, contracts, grant
agreements and other matters. The purpose of that report is lo describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and shouid be read in conjunction with this report in considering the results of our
audits.
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As discussed in Note 16 to the financial statements, certain erors resulting in an
understatement of capital assets as of December 31, 2005 and 2006, were discovered during
the 2007 fiscal year. Accordingly, the 2006 financial statements were restated to correct the
errofr.

The Hospital has not presented Management's Discussion and Analysis, which accounting
principles generally accepted in the United States have determined to be necessary to
supplement, although not required to be part of, the basic financial statements,

oAty ot g y Kol

A Professional Accounting Corporation
January 28, 2008




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Balance Sheets

July 31, 2007 and 2006
2006
2007 Restated
Assets
Current assets
Cash and cash equivalents $ 13,175 § 180,295
Accounts receivable (Net of estimated
uncollectibles and allowances of $6,757,632
for 2007 and $9,818,050 for 2006) 5,000,385 5,209,954
Other receivables 615,935 499,619
Estimated third-party settlements 212,407 238,089
Assets whose use is limited 1,643,848 4,037,555
inventory 1,155,038 1,093,155
Prepaid expenses 563,299 718,388
Total current assets 9,204,087 11,877,055
Noncurrent cash and investments
Assets whose use is limited:
By board for indenture reserves 1,643,848 4,037,555
By indenture agreement for capital acquistion 9,701,667 10,909,125
Total asseats whose use Is limited 11,345,515 14,946,680
Less: amounts required to meet current obligations 1,643,848 4,037,555
Noncurrent assets whose use is limited 9,701,667 10,909,125
Capital assets 24,002,956 16,187,021
Other assets
Bond issuance costs, net of amortization 120,935 133,884
Deposits 4,550 2,200
Total other assets 125,485 136,084
Total assets $ 43,034,195 $ 39,209,285

The accompanying notes are an integral part of these financial statements.




2006

2007 Restated
Liabilities and net assets
Current liabillties
Current maturities of long-term debt $ 8,139,030 $ 7273456
Accounts payable 3,106,868 2,442,495
Accrued salaries and benefits 1,123,940 1,048,109
Accrued interest payable 759,144 699,778
Cash overdraft 294,072 -
Estimated third-party settliements - 584,198
Other liabilities 182,873 124,732
Other accrued expenses 184,475 177,844
Total current liabilities 13,800,402 12,350,712
Long-term debt and other liabilities
Long-term debt 26,092,207 20,996,632
Estimated retroactive adjustments - third-party payors 750,000 750,000
Total long-term liabilities 26,842 207 21,746,632
Net assets
Invested in capital assets, and restricted for
capital acquisitions, net of related debt 6,343,623 5,702,801
Unrestricted {3,952,037) (590,860)
Total net assets 2,391,586 5,111,841
Total liabilities and net assets $ 43,034,195 $ 39,209,285
e ——————————————




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT

Statements of Revenues, Expenses and Changes in Net Assets

Years Ended July 31, 2007 and 2006

2006
2007 Restated
Net patient service revenues $ 17,783,161 $ 19,262,987
Other operating revenues 7,994,504 10,360,658
Total revenues 25,777,665 29,623,845
Operating expenses
Salaries and wages 14,314,821 13,208,390
Supplies and other 7,710,082 8,050,010
Purchased services 3,699,795 3,639,481
Depreciation and amortization 2,731,291 2,511,488
Employee benefits 3,639,449 2,437,660
Total expenses 32,095,438 29,847,029
Loss from operations (6,317.773) (223,384)
Non-operating Income (expense)
Ad Valorem taxes - maintenance 2,096,118 1,883,994
Ad Valorem taxes - debt service 2,013,819 1,853,239
Interest income 160,334 173,656
Interest expense (674,749) (387,360)
Loss on disposal of equipment (3,070) 18,515
Changes in net assets - services corporation 4,966 70,079
Non-operating gains, net 3,597,418 3,213
Changes in net assets (2,720,355) 3,488,739
Net assets, beginning of year, as restated 5,111,941 1,623,202
Net assets, end of year, as restated $ 2,391,586 ] 5,111,841

The accompanying notes are an integral part of these financial statements.
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Statements of Cash Flows
Years Ended July 31, 2007 and 2006

2006
2007 Restated
Cash flows from operating activities
Revenue collected $ 25,314,102 $ 29,464,321
Cash payments to employees and for employee-related costs {17,878.439) (15,725,745)
Cash payments for operating expenses {10,283,554) (12,956,652)
Net cash (used in) provided by operating activities (2,847,891) 781,924
Cash flows from non-capital financing activities
Advance from primary government - .
Ad Valorem taxes - maintenance 2,096,118 1,983.994
Ad Valorem taxes - debt service 2,013,819 1,853,239
Net cash pravided by non-capital financing activities 4,109,937 3,837,233
Cash flows from capital and related financing activities
Proceeds from issuance of general obligation bonds 5,500,000 5,700,000
Proceeds fram [ssuance of certificates of indebtedness 6,000,000 5,000,000
Froceeds from issuance of notes payable 1,919,462 -
Principal payments on general obligation bonds (1,815,000) (1,300,000)
Principal payments on certificates of indebtedness {5,190,000) (5,170,000)
Principal payments on notes payable (71,455) {97.500)
Principal payments under capital lease obligations {281,860) {69,209)
Cash paid for repayment of advance from primary government {100,000) (100,000)
Cash paid for inferest on debt obligations (916€,390) {1,226,763)
Proceeds from the sale of capital assets - 85,767
Purchase of capital assets {property, plant and equipment) {10,675,853) (2,513,112)
Net cash (used in) provided by capital and ralated
financing activities (5,631,096) 309,183
Cash flows from investing activities
Cash received as interest 598,149 451,403
Changes In net assets - servicas corporation 4,966 70,079
Increase in deposits (2,350) -
Decrease (Increase) in assets whose uss is limited 3,601,165 (6,270,139)
Net cash provided by (used in) investing actlvities 4,201,930 {4,748,657)
Net (decrease} increase in cash and cash equivaients (167,120) 179,683
Cash and cash equivaients, beginning of year 180,295 612
Cash and cash equivalents, end of year 13,175 $ 180,295

The accompanying notes are an integral part of these financial statements.




2006

2007 Restated
Reconciliation of loss from operations to net cash
provided by (used in) operating activities
Operating loss $ (6317,773) § (223,384)
Adjustments to reconcile aparating loss to net cash flows
provided by {used in) operating activilies
Depreciation and amortization 2,731,291 2,511,488
Provision for bad debts 2,493,097 5,855,754
Changes in operating assets and liabllities:
Increase in accounts receivable (2,283,528) (8.055,003)
Increase in inventory {61,8a3) {108.883)
Decrease (increase) in prepaid expenses 155,089 (582,364)
{Decrease) Increase in estimated third party payor settlem (553,516) 8,856
Decrease in other assets 1,700 39,608
{Increase) in other receivables (116,316) {237,274)
Increase (decrease) in accounts payable 664,373 {309,808)
Increase (decreasa) in accrued salaries and benefits 75,831 (10,220)
Increase (decrease) in cash overdrast 294,072 (277,882)
Increase in other fiabilities 58,141 124,732
Increase in other accrued expenses 16,531 486,304
Net cash {used in} provided by operating activities _§ (2847.891) § 781,924
Schedule on noncash investing, capital and financing activities
Equipment acquired via capital lease $ - $ 259346
Interest cost capitalized on construction in progress 3 651,643 $ 719,784




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 1. Description of Reporting Entity and Summary of Significant Accounting Policies

Reporting Entity

St. Charles Parish Hospital Service District (Hospital), a special district and component of
8t. Charles Parish {Parish), was formed for the purpose of operating St. Charles Parish
Hospital, a non-profit community hospital established in 1956. The Board of
Commissioners is the goveming authority for the Hospital and responsible for obtaining
voter approval for the levy of tax or debl issuance, but all related Louisiana State Bond
Commission approvals must be obtained through the Parish.

The St. Charles Hospital Continuum of Care Corporation (SCHCCC) was incorporated on
August 10, 2006 with a subsequent name change to St. Charles Health Initiatives, Inc.
(SCHIl). SCHIl CCC is a nonprofit organization that principalty provides housing,
healthcare, and other related services to residents. While legally separate, from the
Hospital, SCHI! is reported as if it were a part of the Hospital because of the presence of a
shared governing body. As a component unit of the Hospital, the operations of SCHIl are
included in the financial statements of the Hospital for the year ended July 31, 2007, In
preparing these financial statements, all inter-company transactions and balances have
been eliminated.

St. Charles Hospital Services Corporation (Corporation) is a not-for-profit entity that, while
legally saeparate from the Hospital, is reported as if it were a part of the Hospital because
of the presence of a shared governing body with the Hospital. As a component unit of the
Hospital, the operations of the Corporation are included in the financial statements of the;
however, the operations of the Corporation became dormant. During the year ended
July 31, 2007, the Corporation changed its name to the St. Charles Continuum of Care
Corporation after the SCHCCC mentioned above changed its name to St. Charles Health
Initiatives, Inc.

Accounting Standards

The financial statements of the Hospital have been prepared in conformity with Generally
Accepted Accounting Principles (GAAP) as applied to govemmental units, The
Govermmental Accounting Standards Board (GASB) is the accepted standard-setting body
for establishing governmental accounting and financial reporting principles. Pursuant to
GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and
Other Governmental Entitios That Use Proprietary Fund Accounting, the Hospital has
elected to apply the provisions of all relevant pronouncements of the Financial Accounting
Slandards Board (FASB), including those issued after November 30, 1989, that do not
conflict or contradict GASB pronouncements.

Enterprise Fund Accounting

The Hospital utilizes the enterprise fund method of accounting whereby revenues and
expenses are recognized on the accrual basis. Substantially all revenues and expenses
are subject to accrual. The Corporation also uses the accrual methed.



ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 1.

Dascription of Reporting Entity and Summary of Significant Accounting Policies
{Continued)

Cash and Cash Equivalents

Cash and cash equivalents include investments in highly liquid debt instruments with
maturities of three months or less, excluding amounts whose use is limited by board
designation, other arrangements under trust agreernents, or with third-party payors.

Assets Whose Lise is Limited

Assets whose use is limited include assets set aside by the Board of Commissioners for
future capital improvements and future indenture agreements, over which the Board
retains control and may, at its discretion, subsequently use for other purposes; assets set
aside in accordance with agreements with third-party payors; and assets held by trustees
under indenture agreements and self-insurance trust agresments.

Inventory
Inventory is valued at the lower of cost or market using the first-in, first-out method.

Capital Assets

Capital assets are carried at cost or, if donated, at fair value at date of donation.
Depreciation is computed by the straight-line method over the assets’ estimated useful
lives, generally ranging from three to 40 years.

Net Assets
Net assets represent the difference between assets and liabilites. Net assst
classifications are defined as follows:

Net Assets Invested in Capital Assets, Net of Related Debt - Consists of capital
assets, net of accumulated depreciation, reduced by the outstanding balances of any
borrowings used for the acguisition, construction or improvement of those assets.
Net assets invested in capital assels, net of related debt excludes unspent debt
proceeds.

Restricted Net Assets - Net assels are reported as restricled when there are
limitations imposed on their use, either through external constraints imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments or constraints imposed by law through constitutionat
provisions or enabling legislation.

Unrestricted Net Assets - This component of net assets consists of constraints placed
on net assets that do not meet the definition of “restricled” or “invested in capital
asssts, net of related debt,” as described above.

The Hospital first applies restricied resources when expenditure is incurred for purposes
for which both restricted and unrestricted net assets are available.




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note1. Description of Reporting Entity and Summary of Significant Accounting Policies
{Continued)

Costs of Borrowing

interest cost incurred on borrowed funds during the period of construction of capital assats
is capitalized as a component of the cost of acquiring those assets. Interest eamed on
these borrowed funds, before the funds are spent on the construction of the capital assets,
is also ¢capitallzed.

Use of Estimates

The preparation of financial statements in conformity with accounting principies generafly
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and fiabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the
reporting period. Accordingly, actual results could differ from those estimates.

Net Patient Service Revenue and Related Receivables

Net patient service revenue is reported at the sstimated net realizable amounts from
patients, third-party payors and others for services rendered, including estmated
retroactive adjustments under reimbursement agreements with third-parly payors.
Retroactive adjustments are accrued on an estimated basis in the period the related
services are rendered and adjusted in future periods, as final seftlements are
determined. The Hospital provides care to patients even though they may lack
adequate insurance or may be covered under contfractual arrangements that do not pay
full charges. As a result, the Hospital is exposed to certain credit risks. The Hospital
manages such risk by regularly reviewing its accounts and contracts, and by providing
appropriate allowances.

Patient (or trade) receivables ara carried at original invoice amount less an estimate
made for doubtful receivables based on a review of all outstanding amounts on a timely
basis. Management estimates the allowance for doubtful accounts by identifying
troubled accounts and by using historical experience applied to an aging of accounts.
Trade receivables are written off when deermed uncollectible. Recoveries of trade
receivables previously written off are recorded when received.

Non-Direct Response Advertising
The Hospital expenses advertising costs as incurred.

Compensated Absences

Employees of the Hospital are entitled to paid time off depending on their length of
service and cother factors. Accrued compensated absences included as a component of
accrued salaries and benefits on the Hospital's balance sheets were $481,876 and
$475,417 as of July 31, 2007 and 2008, respectivaly.




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note1. Description of Reporting Entity and Summary of Significant Accounting Policies
(Continued)

Other Receivables

Other receivables include amounts due from the St. Charles Community Health Center,
Inc. (Health Center), an unrelated company, for operating expenses and other
miscellaneous expenses associated with the startup of the Health Center. Management
believes these recaeivables are fully collectible.

Grants and Contributions

From time fo time, the Hospital receives grants and contributions from individuals or
private and public organizations. Revenues from grants and contributions (including
contributions of capital assets) are recognized when all the eligibility requirements,
including time requirements, are met. Grants and contributions may be restricted for
elther specific operating purposes or for capital purposes. Amounis that are unrestricted
or that are restricted to a specific operating purpose are reported as non-operating
revenues. Amounts restricted to capital acquisitions are reported after non-operating
revenues and expenses.

Unamortized Bond Costs
Unamortized bond costs represent the cost of debt issuance and are being amortized over
the term the related debt is outstanding.

Operating Revenues and Expenses

The Hospital's statement of revenues, expenses and changes in net assets distinguishes
between operating and non-operating revenues and expenses. Operating revenues resuit
from exchange transactions associated with providing health care services - the Hospital's |
principal activity. Non-exchange revenues, including taxes, grants, and contributions
received for purposes other than capital asset acquisition, are reported as non-operating
revenues. Operating expenses are all expenses incurred to provide health care services,
other than financing costs.

Note 2. Net Patient Service Revenue

The Hospital has agreements with third-party payors that provide for payments to the
Hospital at amounts different from established rates. Payment arrangements include
prospectively determined rates-per-discharge, reimbursed costs, discounted charges, and
per diem payments. Net patient service revenue is reported at the estimated net
realizable amounts from patients, third-party payors, and others for services rendered,
including estimated retroactive adjustments under reimbursement agreements with third-
party payors. Retroactive adjustments are accrued on an estimated basis in the period the
related services are rendered and adjusted in a future period as final settlements are
determined.




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 2. Net Patient Service Revenue (Continued)

The primary third-party programs include Medicare and Medicaid, which account for a
significant amount of the Hospital's revenue. A summary of the payment arrangements
with major third-party pavors follows:

Medicare - The Hospital is paid for inpatient acule care services rendered to Medicare
program beneficiaries under praspectively determined rates-per-discharge. These rates
vary according to a patient classification system that is based on clinical, diagnostic, and
other factors. The prospectively determined classification of patients and the
approptiateness of the patients’ admissions are subject to validation reviews by a
Medicare peer review organization, which is under contract with the Hospital to perfiorm
such reviews,

The Hospital is paid for inpatient psychiatric care services rendered to Medicare program
beneficiaries under cost reimbursement methodologies and are subject to cost report
settlement.

Outpatient services were paid via cost reimbursement methodologies, fee schedule
limitations, or cost/fee blending methodologies before August 1, 2000. After
August 1, 2000, cost based and costfee blending reimbursed services are paid at
predetermined outpatient rates, subject to certain stop-loss provisions, referred to by
Medicare as the fransitional corridor. The transitional corridor will imit potential reductions
in reimbursement caused by the implementation of the outpatient prospective payment
system through 2004. Cost reimbursed outpatient services were paid at a tentative rate,
with final setlement determined after submission of annual cost reports by the Hospital
and audits performed thereof by the Medicare fiscal intermediary. Qutpatient services
subject to the outpatient prospective payment system are not subject to cost report
settliement with several exceptions, and without regard to the transitional corridor.

The Hospital's Medicare cost reports have been audited by the Medicare fiscal
intermediary through July 31, 2005.

Medicaid ~ Inpatient care services rendered to Medicaid program beneficiaries are paid at
prospectively determined rates per day. Ceriain outpatient services rendered to Medicaid
program beneficiaries are reimbursed under a cost reimbursement methodology. The
Hospital is reimbursed at a tentative rate with final settlement determined after submission
of annual cost reports hy 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 July 31, 2002.

Revenue from the Medicare and Medicaid programs accounied for approximately 69.6
percent and 6.5 percent, respectively, of the Hospital's net patient revenue, for the year
ended July 31, 2007, and 71.7 percent and 8.5 percent, respectively, of the Hospital's net
patient revenue, for the year ended July 31, 2006. The laws and regulations under which
Medicare and Medicaid programs operated are complex, and subject to interpretation and
frequent changes.
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 2. Net Patient Service Revenue (Continuad)

As a result, there is at least a reasonable possibility that recorded estirnates will change by
a malerial amount in the near term. The 2007 net patient revenue decreased by
approximately $188,257 due to removal of allowances previously estimated that are no
longer necessary as a result of final settlements and years that are no longer subject to
audits, reviews, and investigations.

The Hospital has entered into payment agreements with certain commercial insurance
carriers, health maintenance organizations and preferred provider organizations. The
basis for payment under these agreements inciudes prospectively determined rates-per-
discharge, discounts from established charges and prospectively delermined daily rates.

A summary of the Hospital's net patient service revenue for the years ended
July 31, 2007 and 20086, is as follows:

2007 2006
Gross Patient Service Revenue $ 58,173,589 $ 56,736,168 |
Less: Contractual Adjustments (32,723,930) (29,540,566} |
Less: Provision for Bad Debts (2,493,097) (6,084,489) 1
Less: Charity Care (3,178,401} (1,848,126)

Net Patient Service Revenue $ 17!783!161 $ 19,262 987

Since the Hospital serves a disproportionate share of low-income patients, it qualifies for
Medicaid Disproportionate Share reimbursements. Medicaid Disproportionate Share
reimbursements of $6,848,370 and $7,264,072 were received in the State of Louisiana's
years ended June 30, 2007 and 2006, respectively. These amounts are subject to audit
by the State of Louisiana. It is possible that settlement amounts may arise as a result of
such audits; as such, management has established an estimated liability for such
retroactive adjustments of $750,000, as of July 31, 2007 and 2006.

Note 3. Concentrations of Credit Risk

The Hospital grants credit without collateral to its patients, most of whom are residents of
St. Charles Parish and are insured under third-party payor agreements. The mix of
accounts receivable due from patients and third-party payors was as follows as of

July 31, 2007 and 2006

2007 2006
Medicare 24%, 31%
Medicaid 12 11
Commercial 28 20
Private Pay Patients 36 38

100%  100%
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note4. Charity Care

The Hospital provides care to patients who meet certain criteria under its charity care
policy without charge or at amounts less than its established rates. Because the Hospital
does not pursue collection of amounts determined to qualify as charity care, they are not
reported as revenue. The Hospital maintains records to identify and monitor the level of
charity care it provides to all of its qualifying patients. These records include the amount
of charges foregone for services and supplies furnished under ils charity care policy.

For the years ended July 31, 2007 and 20086, the Hospital wrote off $3,178,401 and
$1,848,128, respectively, of free care against gross revenue.

Note 5. Deposits and Investments

The Hospital has various deposits and investments. The amounts reflected on the
accompanying balance sheets are as follows: :

2007 2006
Depository and money market accounts $ 3,334,428 § 2,110,980
Certificates of deposits 7,724,705 13,015,995
Total $ 11,059,133 $ 15,126,975

Uinder 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 depesit with the fiscal agent bank. At July 31, 2007, the Hospital had $12,595,606 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.




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Yaars Ended July 31, 2007 and 2006

Notes to Financial Stataments

Note 5. Deposits and Investments (Continued)

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, and time certificates of deposit with state banks, organized under Louisiana Law
and National Banks having principat offices in Louisiana. Additionally, Louisiana statules
allow the Hospital to invest in direct obligations of the U.S. Government, federally insured
instruments, guaranteed investment contracts issued by certain financial institutions, and
mutual or trust funds registered with the Securities and Exchange Commission.

Note 6. Assets Whose Use is Limited
Assets whose use is limited that are required for obligations classified as current liablliies

are reported in current assets. The composition of assets whose use is iimited at
July 31, 2007 and 2006, is set forth in the following table.

2007 2006
By indenture agreement for capital
asset acquisition
Cash and cash equivalents $ 2,941,793 $ 1,011,816
Certificates of deposit 6,759,874 9,897,309
‘ 9,701,667 10,909,125
By board for indenture resarves
Cash and cash equivalents 679,017 918,869
Certificates of deposit 964,831 3,118,686
1,643,848 4,037,555

$ 11,345,515 3 14,946,680
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT

Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 7. Capital Assets

Capital assets activity as of and for the years ended July 31, 2007 and 2006, is as follows:

Balance Transfers Balance
July 31, and July 31,
2006 Additions Disposals 2007
Capital assets, not being depreciated:
Land 379597 $ 1045440 § - $ 1,425,037
Construction in progress 1,318,960 7,520 566 (1.055182)  7,782344
Total capital assets not being depreciated 1,696,657 8,666,006 (1,055,182} 9,207,381
Capltal assets, heing depraciated:
Buikiings and improvements 16,433,161 984,347 - 17,417,508
Equipment 17,100,962 1,942,737 (11,018) 19,032,681
Leesehold Improvermnents 67,406 74,975 - 142,381
Vehicles 421,141 26,163 - 447.304
Total capital assets being depreciated 34,022 690 3.028,222 {11,018) 37,039,874
Less accumulated depreciation for:
Builgings 2nd improvements 7,635,023 867,244 - 8,802,267
Equipment 11,751,588 1,643,886 {7,949} 13,387,525
Leasehold improvements 1,731 8,313 - 10,044
Vehicles 143,864 100,599 - 244,463
Total accumulated depreciation 19,532 208 2,720,042 {7.549} 22,244.299
Total Capital Assets, Being Deprecigtad, Net 14,490,464 308,180 {3,069Y 14,795 575
Total capital assets, net 16,187,021 8.874,1 1 1 956
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 7. Capital Assets {Continued)

Balance Transfers Balance
July 31, - and Jufy 31,
2005 Additions Disposals 2008
Capital assets, not being depreciated:
Land $ 379587 § - $ - § 379,597
Conslruction in progress 743,733 1,789.803 {1,216,576) 1,316,960
Total capital assets not being depreciated 1,123,330 1,780,803 (1,216,576) 1,606,557
Capital assets, being depreciated:
Buildings and improvernents 15,680.380 752,791 - 16,433,161
Equipment 15,251,732 1,849,230 17,100,962
Leasehold Improvements - 67406 - 67,406
Vehicles 462.110 249 597 {290,566) 421,141
Total capital assets being depreciated 31,394,222 2,918,014 ___(290.566) 34,022 670
Less accumulated depreciation for:
Buildings and improvements 6,723,612 211,411 - 7,635,023
Equipment 10,261,200 1,400.388 - 11,761,588
Leasahold improvements - 1,731 - 1.7
vehicles 270,470 96.709 (223 ,315) 143 864
Total accumulated depreciation 17,255,282 2,500,239 223,315 19,532,206

Total Capital Assets, Being Depreciated, Net $14,138840 $ 418775 $ (67,251  $14.490.464

Total capital assets, net $15.262270 % 2%085578 3 51'283|82?! §16i187|021

Plant and equipment acqguisitions are recorded at cost. The Hospital's policy is to record
acquisitions over $500. Depreciation is provided over the estimated useful life of each
class of depreciable assets and is computed on the straight-line method.

Maintenance, repairs and minor replacements and improvements are expensed as
incurred. Major replacements and improvements are capitzalized at cost.

Depreciation expense reparted in the fiscal year ended July 31, 2007, was $2,720,042

(exclusive of amortization expense). Depreciation expense reported during the fiscal year
ended July 31, 2006, was $2,500,238 (exclusive of amortization expense).

15




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT

Years Ended July 31, 2007 and 2006

Notes to Financlal Statements

Note 8.

Long-Term Debt and Other Liabilities

The components of long-term debt as of July 31, 2007 and 2006, are as follows:

2007 2006

General Obligation Bonds, Series 1998 (A) - 585,000
General Obligation Bonds, Series 2003A (B) 2,745,000 2,745,000
General Obligation Bonds, Series 2003B (B) 810,000 510,000
General Obligation Bonds, Series 2004 {C) 4,640,000 4,860,000
General Obligation Bonds, Series 2005 (D) 6,500,000 7,000,000
General Obligation Bonds, Serias 2006 {G) 5,200,000 5,700,000
General Obligation Bonds, Series 2007 {H) 5,500,000 -
Certificate of Indebtedness, Series 2004B E) 855,000 1,045,000
Certificate of Indebtedness, Series 2006A (F) - 1,500,000
Certificate of Indebledness, Series 20068 {F) - 2,800,000
Certificate of Indebtedness, Series 2006C F) - 700,000
Certificate of Indebtedness, Series 2007A ] 3,000,000 -
Certificate of Indebtedness, Series 2007B {} 1,500,000 -
Certificate of Indebtedness, Series 2007C ()} 500,000 -
Certificate of Indebtedness, Series 2007D (1) 1,000,000 -
Equipment Note Payable - First National - 286,769
Note Payable - Guaranty () 15,237 31,403
Advance from Primary Government -

Dialysis Center (M) - 100,000
Capital Lease Obligation - Phillips Telemetry (K) 17,307 45,828
Capital Lease Obligation - Toshiba (L) 40,793 55,868
Capital Lease Obligation - Philiips Monitors.  (N) 16,025 52,506
Capital l.ease Obligation - BeliSouth {0) 206,215 252,347
Capital Lease Obligation - G.E. Capital P 1,731,183 -

34,278,760 28,319,751
Less Unamortized Original Issue Discount  * (45,523) (49,663)
Less Current Maturities {8,139,030) (7,273,456)
$ 26,092,207 $ 20,996,632
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2008

Notes to Financial Statements

Note 8. Long-Term Debt and Other Liabilities (Continued)

(A)

(B)

On January 28, 1998, the Hospital adopted a resolution issuing $4,565,000 of
General Obligation Bonds, Series 1998, payable from the pledge of unlimited Ad
Valorem taxes approved by an election held November 15, 1997, for the purpose
of constructing and acquiring buildings, machinery and equipment, including both
real and personal property, to be used in providing hospital fadiities. The bonds
mature in 2007. Interest is payable on September 1 and March 1, each year.
The average interest rate is 4.625%.

The Hospital adopted a resolution on October 16, 2003, issuing $2,745,000
General Obligation Refunding Bonds, Series 2003A and $810,000 Taxable
General Obligation Refunding Bonds, Series 2003B. These bonds were issued
December 1, 2003, for the purpose of refunding and extending the Hospital’s
Series 1990A General Obligation Bonds, Series 19908 General Obligation Bonds,
Series 1992A General Obligation Bonds, Series 19928 General Obligation Bonds
(taxable), and to pay the cost of issuance.

Interest on the Series 2003A and Series 2003B bonds is payable semiannually on
March 1 and September 1.

The Series 2003A bonds mature according to maturity schedules contained in the
bond documents beginning on March 1, 2008, with scheduled maturities ranging
from $205,000 to $245,000 each year through March 1, 2013. The final
$1,405,000 of Series 2003A bonds maturing in 2018 are subject to mandatory
sinking fund redemptions beginning March 1, 2014, through final maturity of March
1, 2018. Interest rates associated with this Series range from 3% to 4.50%.

The Series 20038 bonds mature, according to maturity schedules contained in the
bond documents, beginning on March 1, 2008. Scheduled maturities range from
$55,000 to $70,000 each year through March 1, 2012. The final $500,000 of
Series 2003B bonds are subject to mandatory sinking fund redemptions beginning
March 1, 2013, through final maturity at March 1, 2018. Interest rates associated
with this Series range from 4.15% to 6%.

The Series 2003A and Series 2003B bonds are secured by and payable from
unlimited Ad Valorem taxation.
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financlal Statements

Note 8. Lang-Term Debt and Other Liabilities {Continued)

(C)

(D)

(E)

(F)

During the fiscal year ended July 31, 2004, the Hospital issued $5,300,000 of
General Obligation Bonds, Series 2004, to be dated March 1, 2004, The purpose
of the issue was for purchasing, acquiring, and consiructing lands, buildings,
machinery, equipment and fumishings, including both real and personal property,
to be used in providing hospital facilities. The outstanding principa! of the bonds
will be repaid in 20 annual installments ranging from $220,000 to $500,000
beginning March 1, 2005, with the final installment due March 1, 2024.

Interest on the bonds is payable semiannually on March 1 and September 1 until
maturity.

The maximum interest rate allowed on the Issue is 7% per annum, The bonds
maturing March 1, 2015, and thereafter, are callable by the Hospital in full or in past
at any time on or after March 1, 2014, at the principal amount thereof, plus accrued
inferest to the date fixed for redemption. The bonds are secured by and payable
from unlimited Ad Valorem taxation.

During the fiscal year ended July 31, 2005, the Hospital issued $7,500,000 of
General Obligation Bonds, Series 2005, to be dated April 1, 2005. The purpose
of the issue is the purchasing, acquiring and consiructing lands, buildings,
machinery, equipment and fumishings, including both real and personal property,
to be used in providing hospital facilities. The outstanding principal of the bonds
will be repaid in 20 annual installments ranging from $225,000 to $520,000
beginning March 1, 2006, with the final instaliment due March 1, 2025.

On Seplember 2, 2004, the Hospital adopted a rasolution issuing $1,320,000 of
Cerlificates of Indebtedness, Series 2004, payable from the pledge of limited Ad
Valorem taxes approved by an eiection held July 19, 2003, for the purpose of
constructing and maintaining hospital facilities within the said District. The bonds
mature in March 2011. Interest is payable on March 1 and September 1, each
year. The intereslt rate is 4.75%.

On January 25, 2006, the Hospital adopied a resolution authorizing the issuance
of Cerlificates of Indebtedness, Series 2006 totaling $5,000,000, payable from a
pledge of revenues of the Hospital for the purposes of paying current expenses of
the District for the calendar year 2006. Interest rates on the Seres range from
4.75% to 6.0%. The individual certificates authorized and outstanding {2006A,
2006B, and 2006C), mature in February 2007,
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note B.

Long-Term Debt and Other Liablilities (Continued)

(G)

(H)

M

(J)

(K)

(L)

During the year ended July 31, 2008, the Hospital issued $5,700,000 of General
Obligation Bonds, Series 2006, to be dated April 1, 2006. The purpose of the
issue is the purchasing, acquiring land and constructing buildings, machinery,
equipment and furnishings, inciuding both real and personal property, to be used
in providing Hospital facilites. The outstanding principal of the bonds will be
repaid in 20 annual instaliments ranging from $155,000 to $500,000 beginning
March 1, 2007, with the final installment due March 1, 2026. Interest is payable
semi-annually on March 1 and September 1 at rates ranging from 4.125% to
6.75%.

During the year ended July 31, 2007, the Hospital issued $5,500,000 of General
Obligation Bonds, Series 2007, to be dated April 1, 2007. The purpose of the
issue is the purchasing, acquiring land and constructing buildings, machinery,
equipment and furnishings, including both real and personal property, 1o be used
in providing Haspital facilities. The ocutstanding principal of the bonds will be
repaid in 20 annual installments ranging from $5,000 to $500,000 beginning
March 1, 2008, with the fina! installment due March 1 2027. Interest is payable
semi-annually on March 1 and Septermnber 1 at rates ranging from 4.00% to 6.5%.

During the year ended July 31, 2007, the Hospital adopted authorized a resolution
authorizing the iésuance of Certificates of Indebtedness, Series 2007 tolaling
$6,000,000 payabie from a pledge of revenues of the Hospital for the purpases of
paying current expenses of the District for the calendar year 2007. Interest ratas
on the Series range from 5.25% to 6.0%. The individual certificates authorized
and outstanding (2007A, 2007B, 2007C, and 2007D), mature in February 2008.

During the years ended July 31, 2003 and 2004, the Hospital borrowed funds for
the rental of advertising signage. The amount of the notes collactively totaled
$70,000, and are repayable in 60 monthly instaliments totaling $1,387 per month.
The notes bear interest at 7%. The notes are coilateralized by a security interest
in any funds that the Hospitai may have on deposit with the lending institution as
of the date of any default.

The Hospital entered into a capital lease agreement with an equipment supplier
for the purpose of acquiring medical equipment. The lease calls for 36 monthly
payments of $2,514. The lease is collateralized by the equipment.

The Hospital entered into a capital lease agreement with an equipment supplier
for the purpose of acquiring computer equipment. The lease calls for 59 monthly
payments of $1,433. The lease is collateralized by the equipment and transfers
ownership at the end of the term for a final payment of $101.
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 8. Long-Term Debt and Other Liabiiities (Continued)

(M) During the fiscal year ended July 31, 2004, the Hospital entered into an
intergovernmental agreement with St. Charles Parish (the primary govemment)
under the terms of which the Panish was to advance funds up to $277,000 for the
funding of the startup cost and operational expenses of a chronic dialysis unit.
The first instaliment of $100,000 was received upon execution of the agreement
with an additional $177,000 received in fiscal year 2005. The advance is non-
interest bearing and is to be repaid as follows: $77,000 paid in fiscal year 2005,
$100,000 paid in fiscal year 20086, and $100,000 paid in fiscal year 2007,

(N} The Hospital entered into a capital lease agreement with an equipment supplier
for the purpose of acquiring medical equipment. The lease calls for 35 monthily
payments of $3,245. The lease is collateralized by the equipment and transfers
ownership at the end of the term for a final payment of $1.00.

(O) During the fiscal year ended July 31, 2006, the Hospital entered into a capital
lease agreement with an equipment supplier for the purpose of acquiring
communications equipment. The lease calls for 60 monthly payments of $4,924.
The lease is collateralized by the equipment.

(P) During the fiscal year ended July 31, 2007, the Hospital entered into a capital
lease agreement with an equipment supplier for the purpose of acquiring medical
equipment. The lease calls for 80 monthly payments of $38,563. The lease is
collateralized by the equipment.

Long-term debt and ather non-current liability activity as of and for the fiscal years ended
July 31, 2007 and 20086, is as follows:
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 8. Long-Term Debt and Other Liabilities (Continued)
Balance Balance
July 31, July 21, Due Within
2006 Additions Raductions 2007 Ons Year

Long-Term Debt:
General Obligation Bonds, Series 1998 3 595000 % - $ (5850000 % - $ .
General Obligation Bonds, Series 2003A 2,745,000 - - 2,745,000 205,000
General Obligation Bonds, Series 20038 810,000 - - 810,000 55,000
General Obligation Bonds, Series 2004 4,860,000 - {220,000) 4,640,000 220,000
General Obligation Bonds, Series 2005 7,000,000 - {500,000) 6,500,000 500,000
General Obligation Bonds, Series 2006 5,700,000 - (500,000} 5,200,000 500,000
General Obligation Bonds, Series 2007 5,600,000 - 5,500,000 5,000
Certificate of Indebtednass, Series 20048 1,045,000 - {190,000} 855,000 200,000
Centificats of Indebtedness, Series 2006A 1,500,000 - {1,500,000) - -
Certificate of indebtedness, Series 20068 2,800,000 - {2,800,000) . .
Certificata of Indebtedness, Series 2006C 700,000 - (700,000} - -
Certificata of Indabtedness, Series 2007A - 3,000,000 - 3,000,000 3,000,000
Certificate of Indebtedness, Series 20078 - 1,500,000 - 1,500,000 1,500,000
Cerliflpate of Indebtedness, Seres 2007C - 500,000 - 500,000 500,000
Cenlifcate of Indebtedness, Series 2007D - 1,000,000 - 1,000,000 1,000,000
Equipment Note Payable - First Nationai 26,789 - {26,769} - -
Note Payable - Guaranty 31,403 - (16,167 15,236 14,555
Gapital Leasa Obligatian - G.E. Capital - 1,919,482 {188,278) 1,731,183 342,797
Capital Lease Obligation - Tashiba 55,888 - {15,105) 40,793 14,966
Capital Lease Obligation - Phillips Monitors 52,506 - {36.482) 16.024 16,025
Capital Lease Obligation - Phillips Telemeiry 45,828 - {28,519) 17,308 17,307
Capital Lease Otiligation - BeliSouth 252 347 - {46,132) 206215 48,381
Advance from Primary Government -

Dialysis Center 100,000 - {100,000). - -

Total Long-Term Debt 28,319,751 13,419,462 (7.462:452) 34,276,760 8,139,030

Est. Retroactive Adjustment Liability -

Third-Party Payors (Note B} 750,000 - - 750,000 -
Total Long-Term Debt and Other Liabilitias $ 28,088,751 $ 13410462 § (7462452.43) § 35026760 § 8,139,030




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Yeaars Ended July 31, 2007 and 2006

Notes to Financial Statements
Note 8. Long-Term Debt and Other Llabliiities (Continued)
Balance Balance
July 31, July'st, Due Within
2005 Additions Regductions 2006 One Yomr

Long-Term Dobt:
General Obiigation Bongds, Series 1688 $ 1175000 5§ - (580,000} $ 565000 § 585,000
General Obligation Bonds, Series 2003A 2,745.000 - - 2,745,000 -
General Obligation Bonds, Series 20038 810,000 - - 810,000 -
Generat Obligation Bonds, Series 2004 5,080,000 - {220,000) 4,880,000 220.000
Gensmat Obligation Bonis, Series 2005 7,500,000 - (500,000) 7.000,000 500,000
General Obligation Bonds, Series 2006 - 5,700,000 - 5,700,000 500,000
Certificate of indebledness, Series 20048 1,215,000 - {170,000} 1,045,000 180,000
Certificate of Indebitedness, Series 2005A 4,000,000 - {4,000,000) - -
Certificate of Indebledness, Series 20058 1,000,000 - (1,000,000) - -
Certificate of Indebledness, Saries 2006A - 1,500,000 - 1,500,000 1,500,000
Certificate of Indebtedness, Series 20068 - 2,800,000 - 2,800,000 2,800,000
Certificate of Indebtedness, Serigs 2006C - 700,000 - 700,000 700,000
Equipment Note Payable-First National 84,388 - {57.619) 26,765 25,768
Note Payable-Guaranty 44,158 - {12,756Y 31,403 14,960
Caital Leass Obligation - G.E. Capital 12,778 - (12,778) - -
Capital Lsase Obligation - Toshiba 71,476 - (15,578} 55,868 14,566
Capital Lease Obligation - Phillips Monitors 86,361 - (33,855) 52,506 36,256
Capital Lease Obligation - Phillips Telemetry 72,962 - (27,124) 45,828 28,520
Capitat Lease Obligation - Bell South - 259,345 (6.998) 252,347 46,886
Advanca from Primary Government -

Dialysis Centor 200,000 ~ 100,000 100,000 100,000

Total Long-Term Debt 24,097,114 10,859,345 (6,736,708) 28,319,751 7.273,456

Oftner Non-Current Liablities:
Est. Retroactive Adjustment Liabilily -

Thirg-Party Payors (Note B) 750,000 - - 750,000 -
Total Long-Term Debt and Other Liabiiities $ 24847114  $10,959,345 § (6736708.00) § 29!069.751 3 7,273!456
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 8. Long-Term Debt and Other Liabilities (Continued)

Scheduled maturities of certificates of indebtedness, general abligaticn bonds, notes and
capital lease obligations as of July 31, 2007, are as follows:

Year Ending July 31, Principal Interest
2008 $ 8,139,030 $ 1,184,253
2009 1,225,381 1,104,236
2010 1,202,308 1,063,147
2011 1,291,401 1,005,432
2012 - 20186 7,248,640 4,181,542
2017 — 2021 7,180,000 2,679,894
2022 - 20286 7,980,000 1,055,029
$ 34,276,760 $ 12,27 3|534

Note 9. Pensions

Substantially all employees of the Hospital are members of the Parochial Employees’
Retirement System of Louisiana (System), a cost sharing, multiple-employer pubiic
employea retirement system, controlled and administered by & separate board of trustees.
The System provides retirement and disability benefits, annual costs of living adjustments,
and death benefits to plan members and beneficiaries. Benefits are established by state
statute. The Parochial Employees’ Retirement System of Louisiana issues a publicly
available financial report that includes financial information and required supplementary
information for the System. That report may be obtained by writing to Thomas B. Sims,
CFA, Administrative Director, P.O. Box 14619, Baton Rouge, LA 70898-4819, or by calling
225-928-1361.

Contributions to the System include one-fourth of one percent of the taxes shown to be
collectible by the tax rolls of each parish, except Orleans and East Baton Rouge Parishes.
All eligible employees are required by state statute to contribute 9.50% of their salaries to
the System. In accordance with state statutes, the employer contributions are determined
by actuarial valuation and are subject to change annually based on the results of the
valuation for the prior fiscal year.

Retirement contributions totaled $1,494,347, $1,363,732 and $1,132,495 for the years
ended July 31, 2007, 2006 and 20085, respectively.
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 3t, 2007 and 2006

Notes to Financlal Statements

Note 10. Income Taxes

The Hospital is a governmental unit which has registered as a not-for-profit corporation as
described in Section 501{c)(3) of the internal Revenue Code, and is exempt from Federal
income taxes on related income pursuant to Section 501(a) of the Code.

Note 11. Commitments

Capilal Leases

The Hospital is the lessee of medical equipment under capitat lease originally expiring in
April 2006. The assets associated with these capital leases are recorded at the lower of
the present value of the minimum lease payments or fair value of the asset. The assets
are amortized over the lower of their refated lease terms or their estimated productive
lives. Amortization of assets under leases is included in depreciation expense for the
years ended July 31, 2007 and 2006.

Operating Leases
The Hospital also leases, on a month-to-month basis, medical and office equipment under

operating lease agreements. Lease expense totaled $330,933 and $334,516 for the years
ended July 31, 2007 and 2006, respectively.

Purchase Agreements
The Hospital entered into a contract with Cardinal Health for the purchase

radiopharmaceuticals. The term of the contract is one year, automatically renewing each
year unless terminated In writing to Cardinal Health. The Hospital must purchase 90% of
all radiopharmaceutical requirements required for actual use from Cardinal Health.

The Hospital entered into a long-term purchase contract with IOS Capital for the purchase
of an image runner. The term of the contract is five years, through the year ending
July 31, 2008, with an annual purchase commitment of $34,260.

Embioyment Contracts
The Hospital has an employment contract with its CEQ. The term of the contract extends

through March 2011. The Hospital is coniractually obligated to pay this contract at a rate of
$16,217 per month for months June 2006 through March 2008 and $17,050 per month for
months April 2008 through March 2011.

Management Confracts

The Hospital has a management contract with Efficient Management Company, Inc. with
terms through 2007, to manage the Hospital's psychiatric unit. The Hospital is
contractually obligated to pay this company an annual total of $300,000.
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 11. Commitments (Continued)

Deferred Compensation Plan
The Hospital offers to its employees a deferred compensation plan created in accordance

with Intemal Revenue Code Section 457. The plan is available to all Hospital employees
and permits them to defer a portion of their salary until future years. The deferred
compensation is not available to employees until termination, retirement, death, or
unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased
with those amounts, and all income attributable to those amounts, property, or rights are
(until paid or made available to the employee or other beneficiary) held in trust for the
exclusiva benpefit of the participants and their beneficiaries, and the benefits may not be
diverted to any other use.

It is the opinion of Hospital management that the Hospital has no liability for losses under
the plan but does have the duty of due care that would be required of an ordinary prudent
investor,

Physician Guarantee Agreement

The Hospital entered into an agreement to establish a private practice of medicine for
the period of November 1, 2004 through October 31, 2006. During this pericd the
physician is guarantesd income as defined. To induce the physician to remain in St.
Charles Parish after the Guarantee Period, as defined, the Hospital will forgive certain
obligations of the physician over a thirty-six month period. Throughout and after the
Guarantee Period, Physician agrees to execute one or more promissory notes
evidencing all or a portion of the total assistance amount.

Subsequent to the balance sheet date the physician was found to be in default of the
agreement. As such, the Hospital retains the right to terminate the agreement
immediately. Upon termination, the sum representing the total assistance amount shall’
immediately become due and payable to the Hospital. A receivable was recorded on
the financial statements representing the total assistance to the physician. The Hospital
is involved in various legal actions regarding this Agreement; therefore, an allowance
was established for the full amount of the receivable. The ultimate resolution of this
matter cannot be determined at this time.

Note 12. Contingencies and Risk Management

The Hospital is exposed to various risks of loss related to tort; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and naturai disasters.
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financlal Statements

Note 12. Contingencies and Risk Management (Continued)

The Hospital is a member of two separale trust funds established by the Louisiana -
Hospital Association that encompass self-insurance of (1) Hospital professional fiability
and comprehensive general liability and (2) Statutory workers' compensation. The
Hospital continues to carry cormmercial insurance for all other risks of loss except as
noted below.

The Hospital participates in the State of Louisiana patient compensation fund (the
Fund). The Fund provides malpractice coverage to the Hospital for claims in excess of
$100,000 up to $500,000. According to current stale law, medical malpractice liability
(exclusive of future medical care awards) is limited to $500,000 per occurrence. The
management of the Hospital has no reason to believe that the Hospital will be prevented
from continuing its participation in the Fund.

Professiona! Liability
The Hospital's membership in the Louisiana Hospital Association Trust Fund provides

additional coverage for medical malpractice liability. The trust fund bills members in
advance, based upon an estimate of their exposure. At policy year-end, premiums are
re-determined utilizing actual losses of the Hospital. The trust fund presumss to be a
“grantor trust® and, accordingly, income and expenses are prorated to member
hospitals. The Hospital has included these allocations and equity amounts assigned to
the Hospital by the trust fund in its financial statements.

Workmen's Compensation

The Hospital aiso participates in the Louisiana Hospital Association Self Insurance
Workmen's Compensation Trust fund. Should the fund’s assets not be adequate o
cover claims made against it, the Hospital may be assessed its pro rata share of the
resuiting deficit. It is not practical to estimate the amount of additional assessments, if
any, and the cost associated with any such assessments are treated as period
expenses at the time they are assessed. The trust fund presurnes to be a “grantor trust”
and, accordingly, income and expenses are prorated to member hospitals. The Hospital
has included these allocations and equity amounts assigned 1o the Hospital by the trust
fund in its financial statements.

Self-Insurance for Health Insurance
The Hospital has elected to seif-insure employee and eligible dependent health claims.

The self-insured claims are processed through a plan administrator. The Hospital’s self
insured plan has stop-loss insurance coverage for claims in excess of $40,000 per
individual per pian year and $40,000 in the aggregate for claims in excess of the
individual stop-loss. The Hospital has recorded a current fiability for open claims and
claims incurred but not reported. The foliowing is a summary of estimated claims
liability for the year ended July 31, 2007.
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Note 12. Contingencies and Risk Management {Continued)

Beginning Current Year
of Fiscal Claims and Current Year Balance at
Year Changes in Claim Fiscal Year
Liability Estimates Paymants End
$ N751 $ 1,299,045 $ 1,311,492 $ 79,304

The following is a summary of estimated claims liability for the year ended July

31, 2006.
Beginning Current Year
of Fiscal Claims and Current Year Balance at
Year Changes in Claim Fiscal Year
Liahility Estimates Payments End
$ 91,751 $ 1,209,045 $ 1311492 $ 79,304

Laws and Regulations

The healthcare industry is subject to numerous laws and regulations of federal, state,
and local governments; compliance with such laws and regulations can be subject to
future government review and interpretation, as well as regulatory actions unknown or
unasserted at this time. These laws and regulations include, but are not iimited to,
accreditation, licensure, government heaith care program participation requirements,
reimbursement for patient services, and Medicare and Medicaid fraud and abuse.
Recently, government activity has increased with respect to investigations and
allegations concerning possible violations of fraud and abuse statutes and regulations
by health care providers. Violations of these laws and regulations could result in
exclusion from government health care program participation, together with the
imposition of significant fines and penaities, as well as significant repayment for past
reimbursement for patient services received. While the Hospital is subject to similar
regulatory reviews, management believes the outcome of any such ragulatory review will
not have a material adverse effect on the Hospital's financial position.

27




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Years Ended July 31, 2007 and 2006

Notes to Financial Statements

Note 13. Deflcit Reduction Act Katrina Healthcare Related Provider Stabilization Grant

On January 18, 2007, the Department of Health and Human Services (HHS), Centers for
Medicare and Medicaid Services (CMS) announced the availapility of grant funds for three
states impacted by Hurricane Katrina, under the authority of section 6201 of the Deficit
Reduction Act of 2005 (DRA). The state was directed to make these grant payments to all
Medicare participating general, acute care hospitals and skilled nursing facilities that are
currently paid under a Medicare prospective payment system (PPS) and are located in an
impacted community. During fiscai year ending July 31, 2007, the Hospital was awarded
$411,325 to compensate the Hospital for increased hourly wages from the fourth calendar
quarter 2006 as compared to the second calendar quarter 2005.

| Note 14. Capitalized Interest

The Hospital had $1,505,752 of interest cost incurred during fiscal year 2007; of that

amount, $1,089,456 has been capitalized, net of interest income of $437,813. For the

year ended July 31, 2006, the Hospital Incurred $1,627,399 of interest cost;, of that
| amount, $952,650 has been capitalized, net of interest income of $514,837.

Note 15. Correction of an Error

The 2006 financial statements have been restated to correct the error in not capitalizing
interest cost incurred on tax exempt debt in accordance with Financial Accounting
Stardiard 62. The restatement included increasing the 2006 capital assets and non-
operating income by $719,784 for the interest incurred in fiscal year 2006 on the 2004,
2005 and 2006 General Obligation Bonds, net of the interest earned on funds on deposit
from those bond issuances. The restatement also included increasing capital assets and
the 2006 beginning net assets by $433,220 for the interest incurred in fiscal year 2005 on
the 2004 and 2005 General Obligation Bonds, net of interest earned on funds on deposit
from those bond issuances.
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Independent Auditor's Report on Supplementary information

To the Board of Commissioners
&t. Charles Parish Hospital Service District
Luling, Louisiana

Cur audit was made far the purpose of farming an opinion on the basic financial statements for
the year ended July 31, 2007, taken as a whole. The supplementary information is presented for
purposes of additional analysis and is not a required part of the basic finandial statements. The
supplementary information for the year ended July 31, 2007, has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinicn, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

.
At kot fomg v Honl
A Professional Accounting Corporation

January 28, 2008
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Schedule of Board of Commissloners and Salaries
For the Year Ended July 31, 2007

Number Total
of Meetings Per Diem

Attended Paid
Barbara Smith 1 $ 40
Betty Portera 7 280
Kathleen Landry 10 400
Thomas D. Lorio 12 480
John Landry 7 280
Kenyatta Weber 7 280
$ 1,760
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LAPORTE SEHRT
ROMIG HAND

CERTIFSED PUBLIC ACCOUNTANTS

Independent Auditor’s Report on Internal Control Over
Financial Reporting and on Compllance and Other Matters
Based on an Audit of the Financial Statements Performed in
Accardance with Government Auditing Standards

To the Board of Commissioners
St. Charles Parish Hospital Service District
Luling, Louisiana

We have audited the financial statements of St. Charles Parish Hospital Service District ( the
Hospital}, as of and for the year ended July 31, 2007 and 2006, and have issued our report
thereon dated January 28, 2008. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America, and the standards applicable to financial
audits contained in Govemment Auditing Standards issued by the Comptroller General of the
United States.

Internal Control over Financial Reporting

in planning and performing our audit, we considered the Hospital's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of exprassing our
opinicns on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Hospital’s internal contro! over financial reporiing. Accordingly, we do not
express an opinion on the effectiveness of the Hospital's internal control over financial
reporting,

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed beiow, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
pravent or delect misstatemenis on a timely basis. A significant deficiency is a control
deficiency, or combination of contral deficiencies, that adversely affects the Hospital's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with ganerally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the Hospital's financial statements that is more than inconsequential will no be
prevented or detected by the Hospital's internal control. We consider the deficiencies described
in the accompanying schedule of findings and responses to be significant deficiencies in
internal control over financial reporting.

110 VETERANS MEMORIAL BOULEVARD, SUITE 200, METAIRIE, LA 700035-4958 - 504.835.5522 « Fax 504.835.5535
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A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihcod that a material misstatement of the financial statements
will not be prevented or detected by the Hospital's internal control.

Our consideration of interal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified certain deficiencies in internal control that we consider o be
significant deficiencies. We consider the significant deficiencies listed to be material
weaknesses.

Compllance and Other Matters

As part of obtaining reasonable assurance about whether the Hospital’s financial statements
are free of material missiaternent, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grants, non-compliance 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 the objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of non-
compliance or other matters that are required to be reported under Govemment Auditing
Standards.

This report is intended for the information of the Board of Commissioners, Management of St.
Charies Parish Hospital, and the Legislative Auditor of the State of Louisiana, and is not

intended to be and should not be used by anyone other than these specified parties. Under
Louisiana revised Statute 24:513, this report is distributed by the Legislative Auditor of the State

of Lauisiana as a public document.
Aty plolt, gy Nt

A Professional Accounting Corporations

January 28, 2008




ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Schedule of Findings and Responses
For the Year Ended July 31, 2007

A FINDINGS FINANCIAL STATEMENT AUDIT - 2007 Fiscal Year End
07-01

Condition: During the year ended July 31, 2007, the auditor was required to propose numerous
journal entries to fairly state the financial statements of the Hospital in all material respects.

Cause: The Hospital experienced turnover within its finance department during the year ended
July 31, 2007. The department had to transition responsibilities as a result.

Effect: The inability to prepare financial statements that are fairly stated in all material respects
in accordance with accounting principles generally accepted in the United States could result in
a more than a remote likelihood that a material misstatement of the financlal statements will not
be prevented or detected through the Hospitals’ internal control.

Recommendations: We recommend that management of the Hospital provide training to its
accounting personnel on the preparation of financial statements in accordance with accounting
principles generally accepted in the United States of America.

Management’s Corrective Action: Management appreciates the importance that the financial
statements contribute to infernal control. Management has agreed to provide training to its
accounting department team members, with specific attention being given to those areas that
are new to the Hospital and require addifional instruction,
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ST. CHARLES PARISH HOSPITAL SERVICE DISTRICT
Schedule of Findings and Responses
For the Year Ended July 31, 2007

B. FINDINGS - FINANCIAL STATEMENTS AUDIT - 2006 Fiscal Year End
06-01

Condition: During the year ended July 31, 2006, the provisions of the public bid lJaw, LSA-RS
Title 38:2212, the regulations of the Division of Administration, State Purchasing Office, have
not been complied with.

Cause: The Hospital did not have sufficient controls in place to ensure that purchases
exceeding $10,000 were in compliance with public bid law. Management typically purchases
items through a GPO (Group Purchasing Organization). According to public bid law, items
purchased through a Group Purchasing Organization are not required to be put up for bid.
During the year ended July 31, 2006, several purchases were made from vendors which were
not part of the Group Purchasing Organization. These purchased items caused the
noncompliance with the provisions of pubiic bid law.

Effect: The Hospital may not have obtained the lowest price for the specified purchases.

Recommendations: We recommend that management of the Hospital institute controls to
ensure that all purchases, especially outside of the GPO, comply with the provisions of the
public bid law. We also recommend that management periodically monitor the effectiveness of
these controls by reviewing expenditures and verifying that all purchases are in compliance with
the provisions of public bid law. This will be used as a mechanism to facilitate compliance.

Management's Corrective Action: In the future, for all purchases that meet the applicable bid
requirements, the proper bid procedures will be folowed. The plan will be implemented
immediately and Donald Foster, Chief Financial Officer, will oversee the imptementation.

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS
AUDIT

None

Corrective Action Plan ocn management letter issued on January 12, 2007. Management will
designate an individual as a peint person to receive signatures from emergency personnel in
the event of a future disaster.
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