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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
St. Bernard Hospital Foundation, Inc.
Chalmette, Louisiana

We have audited the accompanying financial statements of St. Bernard Hospital Foundation, Inc.
(the Foundation), a component unit of the Hospital Service District of the Parish of St. Bernard,
State of Louisiana (the District), which comprise the statements of financial position as of December
31, 2017 and 2016, and the related statements of activities and changes in net assets, and cash
flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

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. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of St. Bernard Hospital Foundation, Inc. as of December 31, 2017 and 2016, and
the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter
Joint Venture Cooperative Endeavor Agreement

As discussed in Note 4 to the financial statements, the Foundation has a Joint Venture Cooperative
Endeavor Agreement (Agreement) with the District related to the construction and operation of a
hospital facility and to provide related health care services to the citizens of St. Bernard Parish. This
Agreement includes certain revenue and expense sharing provisions between the District and the
Foundation that may not necessarily be indicative of the conditions that would have existed or the
results of operations if the Foundation had been operated as an entity unaffiliated with the District.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 9,
2017 on our consideration of the Foundation’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to 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 internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the
District’s internal control over financial reporting and compliance.

Ca,u,, Iﬂ??u £ \Zm"/mmjj Lu.C,

June 12, 2018



ST. BERNARD HOSPITAL FOUNDATION, INC.
STATEMENTS OF FINANCIAL POSITION

As of December 31, 2017 2016
ASSETS
CURRENT ASSETS
Cash S 36,890 62,316
Restricted cash 37,500 50,000
Prepaid expenses 101,260 140,493
Other current assets 538 700
Total Current Assets 176,188 253,509
NONCURRENT ASSETS
Property and equipment, net 43,830,777 47,305,810
Total Noncurrent Assets 43,830,777 47,305,810
TOTAL ASSETS S 44,006,965 $ 47,559,319
LIABILITIES
CURRENT LIABILITIES
Accounts payable S 229,441 1,383,075
Accrued payroll 279,031 809,485
Capital lease obligation - short-term 376,837 184,994
Total Current Liabilities 885,309 2,377,554
LONG-TERM LIABILITIES
Due to the Hospital Service District of the Parish of St. Bernard 57,866,179 40,599,424
Capital lease obligation - long-term 67,765 433,823
Long-term debt 42,064,050 41,984,281
Total Long-term Liabilities 99,997,994 83,017,528
Total Liabilities 100,883,303 85,395,082
NET DEFICIT
Unrestricted (56,876,338) (37,835,763)
TOTAL LIABILITIES AND NET DEFICIT S 44,006,965 S 47,559,319

The accompanying footnotes are an integral part of these financial statements.
-3 =
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ST. BERNARD HOSPITAL FOUNDATION, INC.
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Years Ended December 31, 2017 2016

UNRESTRICTED REVENUE AND OTHER SUPPORT
Transfer of assets from the Hospital Service District

of the Parish of St. Bernard $ 18,461,165 S 12,218,939
Other operating revenues 77,428 14,431
Total Unrestricted Revenue and Other Support 18,538,593 12,233,370

UNRESTRICTED EXPENSES
Supporting services

Salaries and wages 11,218,431 14,128,358
Employee benefits 2,157,405 2,509,837
Professional fees 18,497,137 5,277,418
Depreciation and amortization 3,645,327 4,132,537
Insurance 279,886 282,796
Interest expense 534,082 505,824
Other direct expenses 1,246,900 1,544,224
Total Unrestricted Expenses 37,579,168 28,380,994
CHANGES IN NET DEFICIT (19,040,575) (16,147,624)
NET DEFICIT - Beginning of year (37,835,763)  (21,688,139)
NET DEFICIT - End of year $ (56,876,338) $ (37,835,763)

The accompanying footnotes are an integral part of these financial statements.
-4 -



ST. BERNARD HOSPITAL FOUNDATION, INC.
STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2017 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Changes in net deficit S (19,040,575) $ (16,147,624)
Adjustments to reconcile changes in net deficit to net cash provided
by operating activities:

Depreciation and amortization 3,645,327 4,132,537
Amortization of debt issuance costs 79,765 31,627
Changes in operating assets and liabilities:
Prepaid expenses 39,233 49,824
Other current assets 162 23,890
Accounts payable (1,153,630) 429,885
Accrued payroll (530,454) 2,630
Due to the District 17,266,755 11,661,315
Net Cash Provided by Operating Activities 306,583 184,084
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (170,294) (46,797)
Changes in restricted cash 12,500 25,000
Net Cash Used in Investing Activities (157,794) (21,797)
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on capital lease obligation (174,215) (138,825)
Net Cash Provided by (Used in) Financing Activities (174,215) (138,825)
NET (DECREASE) INCREASE IN CASH (25,426) 23,462
CASH - Beginning of Year 62,316 38,854
CASH - End of Year $ 36,890 $ 62,316

SUPPLEMENTAL CASH FLOWS INFORMATION
Cash paid for interest S 454,318 $ 474,197

The accompanying footnotes are an integral part of these financial statements.
5,
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities

The St. Bernard Hospital Foundation, Inc. (the Foundation) is a Louisiana not-for-profit entity that
was organized on September 21, 2010, for the purpose of assisting and promoting the Hospital
Service District of the Parish of St. Bernard, State of Louisiana (the District) with the development of
the hospital facility and raising of capital for the operation of health care related services to benefit
the health and wellness of the residents of the District, particularly the indigent residents of the
District. The Foundation is a voluntary, not-for-profit, non-stock membership organization, exempt
from federal income tax under Section 501(c)(3) of the Internal Revenue Code. The hospital became
operational in August of 2012 and the medical office building was completed in January of 2013.

On August 23, 2011, the Foundation entered into a Joint Venture Cooperative Endeavor Agreement
with the District to construct and operate a hospital facility and provide emergency and other
essential hospital services to the citizens of St. Bernard Parish, State of Louisiana. During 2011, the
District granted and donated to the Foundation the in-place construction in order for the
Foundation to complete construction of the hospital building. See Note 4 for further details.

The Foundation is maintained by private loans, grants, operating revenues, and a joint venture with
the District. The Foundation is governed by a Board of Commissioners made up of five members.
Four of the Directors are appointed by the Board of the District and one member is appointed by
Access Health Louisiana, a Louisiana not-for-profit corporation. Although the Foundation is a legally
separate, not-for-profit organization, due to the significance of the relationship with the District
pursuant to the Cooperative Endeavor Agreement (CEA), the Foundation is considered a component
unit of the District for financial reporting purposes.

In October 2017, the Foundation and District entered into a management agreement with a wholly-
owned subsidiary of Ochsner Health System, to provide management, staff, and other assistance to
operate the Hospital. This expanded affiliation enables the Hospital to further enhance existing
clinical services while simultaneously improving resources, including operational efficiencies (see
Note 8).

Basis of Accounting

The Foundation prepares its financial statements in accordance with accounting principles generally
accepted in the United States of America involving the application of accrual accounting,
consequently, revenues and gains are recognized when earned, and expenses and losses are
recognized when incurred.
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of Presentation

The financial statement presentation follows the recommendations of the Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) Topic, Financial Statements of Not-
for-Profit Organizations.

Net Assets

Net assets and revenues and other support, are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, the net assets of the Foundation and changes therein are
classified and reported as follows:

Unrestricted Net Assets — Net assets whose use is not restricted by donors, even though their
use may be limited in other respects such as by contracts or by board designation.

Temporarily Restricted Net Assets — Net assets subject to donor-imposed stipulations that may
or will be met either by actions of the Foundation and/or the passage of time. When a
restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statements of activities and changes in net assets as net assets released
from restrictions. There were no temporarily restricted net assets as of December 31, 2017 and
2016.

Permanently Restricted Net Assets — Net assets subject to donor-imposed stipulations that are
maintained in perpetuity. There were no permanently restricted net assets as of December 31,
2017 and 2016.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities 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.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Foundation considers all short-term cash deposits
with maturities of three months or less at inception to be cash and cash equivalents. The Federal
Deposit Insurance Corporation insures the accounts up to $250,000 as of December 31, 2017 and
2016. There were no uninsured deposits as of December 31, 2017 and 2016.
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Restricted Cash

The Foundation’s restricted cash includes cash received through a long-term arrangement whose
use is restricted for certain related management fees as outlined in the respective loan agreement.

Property and Equipment

Property and equipment are recorded at acquisition cost. It is the Foundation’s policy to capitalize
expenditures for these items in excess of $1,000. Depreciation and amortization of property and
equipment is calculated using the straight-line method over the estimated useful lives of the assets
ranging from 3 to 40 years. One-half year depreciation is taken in the year of acquisition. Equipment
under capital lease is amortized using the straight-line method over the shorter of the lease term of
the equipment or its useful life.

Impairment of Long-Lived Assets

Long-lived assets, such as property and equipment, are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
If circumstances require a long-lived asset to be tested for possible impairment, the Foundation first
compares the undiscounted future cash flows expected to be generated by the assets to its carrying
value. If the carrying amount of the long-lived asset is not recoverable on an undiscounted cash
flow basis, an impairment charge is recognized to the extent the carrying amount of the asset
exceeds its fair value. Fair value is determined through various valuation techniques including
discounted cash flow models, quoted market values and third party appraisals, as considered
necessary. No impairment losses were recorded in the years ended December 31, 2017 or 2016.

Unamortized Debt Issuance Costs

Costs related to the issuance of the New Markets Tax Credit Facility A and B Notes are deferred and
amortized over the life of the debt using a method which approximates the interest method.
Accumulated amortization totaled $494,286 and $414,521, as of December 31, 2017 and 2016,
respectively. During 2016, the Foundation adopted Financial Accounting Standards Board (FASB)
ASU 2015-03 Imputation of Interest: Simplifying the Presentation of Debt Issuance Costs, which
required unamortized debt issuance costs be shown net of debt on the Statements of Financial
Position and required the amortization of those costs be captured in interest income.

Subsequent Events

Management has evaluated subsequent events through the date that the financial statements were
available to be issued, June 12, 2018, and determined that there were no events that required
disclosure in the notes to the financial statements except as disclosed in Note 7. No subsequent
events occurring after that date have been evaluated for inclusion in these financial statements.
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2: CURRENT ECONOMIC CONDITIONS AND LIQUIDITY

As discussed in Note 4 to the financial statements, the Foundation has a Joint Venture Cooperative
Endeavor Agreement (“CEA”) with the District related to the construction and operation of a
hospital facility and to provide related health care services to the citizens of St. Bernard Parish. The
CEA includes certain revenue and expense sharing provisions between the District and the
Foundation that may not necessarily be indicative of the conditions that would have existed or the
results of operations if the Foundation had been operated as an entity unaffiliated with the District.

Since the commencement of operations in August of 2012, the District has experienced delays in
billing and collections of net patient service revenue, primarily due to continued software
implementation issues and billing/collection management issues within the revenue cycle. In prior
periods, the operating performance of the District caused substantial doubt about the Foundation’s
ability to continue as a going concern as the Foundation receives a significant portion of its support
from the District.

On October 3, 2016, the District entered into an interim Cooperative Endeavor Agreement with
Ochsner to provide administrative services and operational support to the District to assist the
hospital in providing health services for the St. Bernard Parish Community; the interim CEA was
extended through June 30, 2017. Effective July 12, 2017, the District entered into a special services
agreement (“Agreement”) with Ochsner for the purposes of managing, operating and administering
the Hospital. This agreement has enabled the Hospital to enhance clinical service delivery while
simultaneously improving resources, including operational efficiencies, and obtaining additional
cost reductions through vendor purchase discounts on supplies.

Based on the support provided pursuant to the current and prior Agreements with Ochsner, the
District has implemented new processes and procedures around the revenue cycle to improve
collections. In addition, the District has settled large outstanding payables with vendors and freed
up operating cash to continue paying vendors and contractors in a timely manner. These actions
have improved the District’s operations and resulted in a positive ending net position for 2017.

The District has committed to the Foundation to provide or maintain the necessary financial
support to the Foundation to enable the Foundation to meet and discharge its liabilities in the
normal course of business through the December 31, 2018 audit report date. We have no reason to
believe that these results will not be achieved.



ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 3: PROPERTY AND EQUIPMENT

As of December 31, 2017 and 2016, property and equipment consisted of the following:

December 31, 2017 2016
Hospital building S 43,798,270 S 43,669,583
Computer equipment 8,070,278 8,058,401
Furniture 754,587 754,587
Fixed equipment 545,424 543,107
Major moveable equipment 10,116,650 10,090,061
Land improvements 1,467 1,466
Less: accumulated depreciation (19,455,899) (15,811,395)

Total property and equipment, net S 43,830,777 S 47,305,810

Depreciation and amortization expense for the years ended December 31, 2017 and 2016 was
$3,645,327 and $4,132,537, respectively.

NOTE 4: JOINT VENTURE

As mentioned in Note 1, on August 23, 2011, the District and the Foundation entered into a Joint
Venture Cooperative Endeavor Agreement (Agreement) to engage in a joint venture to construct
and operate a hospital facility and provide emergency and other essential and specialized hospital
services to the citizens of St. Bernard Parish, State of Louisiana. This agreement was to facilitate the
New Markets Tax Credit (NMTC) transaction, described further in Note 6. On this date, the District
transferred all construction in progress associated with the hospital to the Foundation. During 2012,
the Foundation used the proceeds of the NMTC Notes (Facility A and B) to complete the
construction of the hospital building, acquire essential equipment, materials and supplies necessary
for the operation of the hospital, and employed health professionals, administrative staff and other
needed personnel and contracted with physicians and other health professionals required for the
operation of the hospital. Under the terms of the Agreement, the District is obligated to make the
land that the District owns, including all of the District's rights, privileges, appurtenances, and
amenities, available to itself and the Foundation for the operation of the hospital building which
was constructed on this land. This agreement will terminate on June 30, 2051, unless sooner
terminated as permitted.

Pursuant to the Agreement, there are certain revenue and expense sharing provisions between the
District and the Foundation. Amounts due to the District totaled $57,866,179 and $40,599,425 as of
December 31, 2017 and 2016, respectively, and represent the net balance of transactions with the
District. The following is a summary of the significant transactions that occurred in 2017: 1) cash
transfers to fund operations in excess of the revenue sharing agreement totaling $1,903,716, 2)
Foundation expenses per the Agreement paid by the District totaling $18,337,567 relating to
professional fees, insurance, and maintenance and repairs, and 3) $22,904 relating to capital
expenditures paid by the District.

-10 -
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 4: JOINT VENTURE (CONTINUED)

The following is a summary of the significant transactions that occurred in 2016: 1) cash transfers to
fund operations in excess of the revenue sharing agreement totaling $6,906,561, 2) Foundation
expenses per the Agreement paid by the District totaling $4,713,562 relating to professional fees,
insurance, and maintenance and repairs, and 3) $41,193 relating to capital expenditures paid by the
District. Amounts due at December 31, 2017 and 2016 were classified as long-term based on the
commitment from the District not to demand repayment within one year. Amounts due to the
District are non-interest bearing, unsecured and have no scheduled repayment terms.

In accordance with the revenue sharing provisions of the Agreement with the District, amounts
transferred from the District to the Foundation are recognized as unrestricted revenue and other
support. These amounts totaled $18,461,165 and $12,218,939 for the years ended December 31,
2017 and 2016, respectively.

NOTE 5: CAPITAL LEASES

The Foundation entered into a lease for equipment during 2013. The economic substance of the
lease is that the Foundation is financing the acquisition of the assets through the lease, and,
accordingly, it is recorded in the Foundation's assets and liabilities. The lease agreement contains a
fair value purchase option at the end of the lease term. The capital lease obligation expires
November 2018.

The Foundation entered into a lease for equipment during 2015. The economic substance of the
lease is that the Foundation is financing the acquisition of the assets through the lease, and,
accordingly, it is recorded in the Foundation's assets and liabilities. The capital lease obligation
expires February 2020. The Foundation will obtain possession of the asset after final payment of the
lease.

Amortization of assets held under the capital leases totaling $220,396 and $220,396 for the years
ended December 31, 2017 and 2016, respectively, is included in depreciation and amortization
expense.

The net book value of assets recorded under capital leases as of December 31, 2017 and 2016
consists of the following:

December 31, 2017 2016
Equipment S 1,101,982 S 1,101,982
Less: accumulated amortization (826,821) (606,425)

Capital lease equipment, net S 275,161 S 495,557

=TT =
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 5: CAPITAL LEASES (CONTINUED)

The following is a schedule by years of future minimum payments required under the leases
together with their present value as of December 31, 2017:

2018 S 378,990
2019 60,312
2020 10,052
2021 -
Total minimum lease payments 449,354
Less: amount representing imputed interest (10,575)

Present value of minimum lease payments S 438,779

NOTE 6: LONG-TERM DEBT

The following table summarizes the Foundation’s outstanding debt as of December 31, 2017 and
2016:

December 31, 2017 2016

New Markets Tax Credit Facility A. Interest payable semi-
annually at a rate of 1.00%.  Principal is payable annually
2019 through 2051. $ 33,028,779 S 33,028,779
New Markets Tax Credit Facility B. Interest payable semi-
annually at a rate of 1.00%. Principal is payable annually
2019 through 2051. 11,671,221 11,671,221

Total long-term debt S 44,700,000 S 44,700,000

-12 -
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
NOTE 6: LONG-TERM DEBT (CONTINUED)

Future minimum payments on long-term debt obligations at December 31, 2017 are as follows:

December 31, Principal
2018 S =
2019 594,367
2020 1,197,665
2021 1,209,672
2022 1,211,798
2023-2027 6,295,194
2028-2032 6,617,131
2033-2037 6,955,532
2038-2042 7,311,239
2041-2047 7,685,137
2048-2052 5,612,265
44,700,000
Less unamortized debt issuance costs (2,684,092)
Total long-term Debt S 42,015,908

The Facility A and B notes are intended to qualify as a “qualified low-income community
investment” for the purposes of generating certain tax credits called New Markets Tax Credits
(NMTCs) under section 45D of the Internal Revenue Code of 1986, as amended. To qualify, the
Foundation must comply with certain representations, warranties, and covenants. These include,
but are not limited to, a covenant that the “portion of the business” (as defined) will operate to
qualify as a qualified low-income community business. If, as a result of the breach of the agreement
or loan documents by the Foundation, the Lender is required to recapture all or any part of the New
Markets Tax Credits previously claimed by the Lender, the Foundation agrees to pay to the Lender
an amount equal to the sum of the credits recaptured. Additionally, the QLICI Lender has a security
interest in the assets of the Foundation other than real property.

On August 23, 2011, the Foundation issued a note payable (Facility A) to SBP Redevelopment I, LLC.
The note is subject to credit and loan agreements executed by the Foundation (as borrower), St.
Bernard Parish Redevelopment, LLC as the community development entity (CDE) under the New
Markets Tax Credit Program, and SBP Redevelopment Il, LLC (Lender).

The Facility A Note, issued for $33,028,779, is secured under the aforementioned credit and loan
agreements. The Facility A Note matures on June 30, 2051. There are, however, mandatory
payments under a loan participation agreement which are due serially from June 30, 2019 to June
30, 2051. The Note will bear interest at a rate per annum equal to 1.00%. The Foundation will pay
interest only on this Note semi-annually in arrears on June 30 and December 31 of each year,
commencing December 31, 2011, and continuing until December 31, 2018. Commencing on June
30, 2019, the principal and interest on this Note shall be due and payable in consecutive semi-

-13 -
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 6: LONG-TERM DEBT (CONTINUED)

annual installments on June 30 and December 31 of each year. The Foundation may not prepay this
Note in full or in part any time prior to the expiration of the NMTC compliance period.

When all of the Facility A Note funds had been expended and the Certificate of Occupancy for the
hospital facility was issued in July 2012, the Facility B Note (subordinate note) was issued for
$11,671,221 in September 2012 to SBP Redevelopment II, LLC. The note is secured under the same
aforementioned credit and loan agreements executed by the Foundation for the Facility A Note.

The Facility B Note matures August 22, 2051. The terms of the Facility B Note are similar to those of
the Facility A Note. Mandatory payments under a loan participation agreement are due serially
from June 30, 2019 to August 22, 2051. The Note bears interest at a rate per annum equal to 1%
and the Foundation will pay interest only on this Note semi-annually in arrears on June 30 and
December 31 of each year commencing December 31, 2012, and continuing until December 31,
2018. Principal and interest on this Note shall be due and payable in consecutive semi-annual
installments on June 30 and December 31 of each year commencing June 30, 2019. The Foundation
may not prepay this Note in full or in part any time prior to the expiration of the NMTC compliance
period.

The Foundation paid the CDE a total of $52,500 for the years ended December 31, 2017 and 2016,
for ongoing management services related to the NMTCs as required per the agreement. The
Foundation is required to pay a total of $250,000 in asset management fees to the CDE from 2015
through 2019.

In association with Facility Notes A and B, the District, for the benefit of the Foundation,
unconditionally and irrevocably guarantees the full, complete, and timely payment and, to the
extent legally permissible, performance of all obligations owed to the Lender under all of the loan
documents.

Debt Covenant Compliance
The Organization was not in compliance with certain debt covenants under the above debt

agreements. The Organization obtained a debt covenant waiver on these covenants from the
issuers through the date of this report.

-14 -
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ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 7: COMMITMENTS AND CONTINGENCIES
Low Income and Needy Care Collaboration Agreement

In April of 2012, the District entered into a Low Income and Needy Care Collaboration Agreement
with certain participating private hospitals primarily to improve access and provide low income and
needy care services in the community it serves by the participating hospitals. The agreement was
effective when the District became operational with an initial term through December 31, 2013 and
may be renewed annually unless other party provides notice to terminate. Expenses incurred under
this agreement totaled $2,340,000 and $3,950,000 for the years ended December 31, 2017 and
2016, respectively.

NOTE 8: FOUNDATION MANAGEMENT CONTRACT

As mentioned in Note 1, effective October 2017 the Foundation along with the District are managed
by St. Bernard Operational Management Company, LLC (SBOMC), a wholly owned subsidiary of
Ochsner Health System. The District pays a monthly management fee to SBOMC in exchange for
management, staff, and other assistance to operate.

In addition to the management fee referred to above, the District provides other payments to
SBOMC for supplies purchased, professional services provided outside of the management
agreement, and other miscellaneous items received or services provided throughout the year.

During year ended December 31, 2017, there were no transactions between SBOMC and the
Foundation, all occurred at the District level.

NOTE 9: UNCERTAIN TAX POSITIONS

The Foundation accounts for uncertain tax positions in accordance with Financial Accounting
Standards Board (FASB) ASC 740, Income Taxes, prescribes recognition threshold and measurement
process for financial statement recognition of uncertain tax positions taken or expected to be taken
in a tax return. The interpretation also provides guidance on recognition, de-recognition,
classification, interest and penalties, accounting in interim periods, disclosure, and transition.

Management evaluated the Foundation's tax positions for the year ended December 31, 2017, and
concluded that the organization had taken no uncertain tax positions that require adjustment to the
financial statements to comply with the provisions of this guidance. The Foundation's tax filings are
subjected to audit by various taxing authorities.

-15-



o e
ST. BERNARD HOSPITAL FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 10: DEFINED CONTRIBUTION 403(B) PLAN

All new full-time employees are immediately eligible to join the defined contribution 403(b) plan,
St. Bernard Parish Hospital Retirement Savings Plan (Plan) established on November 1, 2012.
Participants make pre-tax contributions to the Plan and receive employer matching contributions
equal to 50% of each participant’s contribution up to 1% of the participant’s annual compensation.
Employer contributions to the 403(b) plan totaled $50,938 and $63,537 for the years ended
December 31, 2017 and 2016, respectively. To vest in the employer annual non-discretionary
contribution, employees must complete at least 3 years of service.

-16 -
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
St. Bernard Hospital Foundation, Inc.
Chalmette, Louisiana

We have audited, in accordance with the 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, the financial statements of the
St. Bernard Hospital Foundation, Inc. (the Foundation), a component unit of the Hospital Service
District of the Parish of St. Bernard, State of Louisiana (the District) as of and for the year ended
December 31, 2017, and the related notes to the financial statements, which collectively comprise
the Foundation’s basic financial statements, and have issued our report thereon dated June 12,
2018.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Foundation’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Foundation’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Foundation’s internal control.

A deficiency in internal control 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
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s consolidated financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. Given these limitations, during our audit we did not identify any
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deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Foundation’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements; noncompliance with which could have a direct and
material effect on the determination of consolidated 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
non-compliance or other matters that are required to be reported under Governmental Auditing
Standards. The results of our tests disclosed no instances of non-compliance with laws and
regulations that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Foundation’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose. Under
Louisiana Revised Statute 24:513, this report is distributed by the Louisiana Legislative Auditor as a
public document.

Cam, l%?u ¢ Ingram, Li.c

June 12, 2018
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N
St. Bernard Hospital Foundation, Inc.
Schedule of Current Year Findings and Responses
December 31, 2017

Section | — There were no findings noted related to the financial statements that are required to be
reported in accordance with Government Auditing Standards and Louisiana Revised Statute 24:513
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N
St. Bernard Hospital Foundation, Inc.
Schedule of Prior Year Findings and Responses
December 31, 2017

Section | — There were no findings noted related to the financial statements that are required to be
reported in accordance with Government Auditing Standards and Louisiana Revised Statute 24:513
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