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In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, which raise substantial doubt about the District’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter,

Auditor’s Respansibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opimon. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control, Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.,

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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 District’s internal control. Accordingly, no such opinion is
expressed.

s Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate
which raise substantial doubt about the District’s ability to continue as a going concern for a
reasonahle period of time.

We are required to communicate with those charged with governance regarding, anmiong other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.
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Management’s Discussion and Analysis

introduction

The discussion and analysis of the financial performance for Hospital Service District No. 3 (the District), a
Component Unit of Lafourche Parish, State of Louisiana, provides an overview of the District’s financial activities
and halances as of and for the fiscal years ended September 30, 2025, 2024 and 2023, The intent of this
discussion and analysis is to provide further information on the District’s performance as a whole; readers
should also review the hasic financial statements and the notes thereto to enhance their understanding of the
District’s financial status.

Financial Highlights

Through September 30, 20195, the District operated a regional medical center. Effective October 1, 2019, the
District began leasing all hospital buildings and equipment to Thibodaux Regional Health Systems Inc. (TRHS} in
exchange for a note receivable. Due to this transition, the District did not provide healthcare related services or
incur expenses related to the delivery of health care services to patients during the years ended September 30,
2025, 2024 and 2023, The only activity of the District for years ended September 30, 2025, 2024 and 2023 is the
leasing the hospital buildings and equipment to TRHS.

e Total assets decreased in 2025 by approximately $47,194,000 or 13% and decreased in 2024 by
approximately $40,091,000 or 10%.

o Tota! liabilities increased in 2025 by approximately $19,000 or 100% and decreased in 2024 by
approximately $100,000 or 100%.

s The District’s net position decreased in 2025 by approximately $9,346,000 or 3% and decreased in 2024
by approximately 27,559,000 or 8%.

Using This Annual Report

The District’s financial statements consist of three statements — Statement of Net Position, Statement of
Revenues, Expenses and Changes in Net Position, and Statement of Cash Flows, These financial statements and
related notes provide information about activities of the District, including resources held by the District but
restricted for specific purposes by contributors, grantors, or enabling legislation. The District is accounted for as
a husiness-type activity and presents its financial statements using the economic resources measurement focus
and the accrual basis of accounting.

The Statement of Net Position and Statement of Revenues, Expenses and Changes in Net Position

One of the most important questions asked about the District’s finances is “Is the District as a whole better or
worse off as a result of the year’'s activities?” The Statement of Net Position and the Statement of Revenues,
Expenses and Changes in Net Position report information about the District’'s resources and its activities in 2 way
that helps answer this question. These statements include al! restricted and unrestricted assets and liabilities
using the accrual basis of accounting. All of the current year's revenues and expenses are taken into account
regardless of when cash is received or paid.
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These two statements report the District’s net position and changes in it. You can think of the District’s net
position - the difference between assets and liabilities - as one way to measure the District’s financial health, or
financial position. Over time, increases or decreases in the District’s net position are one indicator of whether its
financial health is improving or deteriorating. You will need to consider other nonfinancial factors, however,
such as local economic factors to assess the overall health of the District.

The Statement of Cash Flows
The final required statement is the Statement of Cash Flows. This statement reports cash receipts, cash
payments, and net changes in cash resulting from operations, investing and financing activities. It provides

answers to such questions as “Where did cash come from?” “What was cash used for?” and “What was the
change in cash balance during the reporting period?.”

The District’s Net Position
The District’s net position is the difference between its assets and liabilities and deferred inflows of resources
reported in the Statement of Net Position. The District’s net position decreased by approximately 59,346,000 or

3% in 2025 and decreased by approximately $27,559,000 or 8% in 2024 as shown below in Table 1.

Table 1: Assets, Liabilities, and Net Position (In Thousands)

2025 2024 2023
Assets
Current assets S 14,536 5 15,330 S 33,785
Capital assets, net 156,208 164,775 174,113
Other noncurrent assets 142,530 180,363 192,661
Total assets 5 313,274 S 360,468 S 400,559
Liabilities and Deferred Inflows of Resources
Current liabilities S 19 5 . 5 100
Deferred inflows of resources 6,743 44,610 57,042
Total liabilities and deferred inflows
of resources 6,762 44,610 57.142
Net Position
Net investment in capital assets 156,208 164,775 174,113
Unrestricted 150,304 151,083 169,304
Total net position 306,512 315,858 343,417
Total liabilities and net position S 313,274 5 360,468 S 400,559
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Assets, Liabilities, and Net Position

Significant components of the change in the District’s assets, liabilities, and net position is the change in interest
receivable, due from TRHS, noncurrent cash, lease receivable and deferred inflows, as discussed below:

e Interest receivable decreased in 2025 by approximately $813,000 or 12% due to the recognition of rent
credit expenditures applied to reduce the accrued interest receivable and decreased in 2024 by
approximately $18,270,000 or 72% due to the recognition of rent credit expenditures applied to reduce

the accrued interest receivable,

¢ Due from TRHS increased in 2025 by approximately $19,000 or 0.2% due to reimbursable expenses
incurred by the District during 2025 and decreased in 2024 by approximately $93,000 or 1% due to

amounts received from TRHS during 2024,

¢ Noncurrent cash increased in 2025 by approximately $34,000 or 1% due to interest income earned during
2025 and increased in 2024 by approximately $134,000 or 5% due to amounts received from TRHS during

2024,

e Lease receivable and deferred inflows decreased in 2025 by approximately $37,867,000 or 85% and
decreased in 2024 by approximately $12,432,000 or 22%. The decrease is due to the recognition of rent
credit expenditures applied to reduce the lease receivable and deferred inflow of resources.

Table 2: Operating Results and Changes in Net Position {In Thousands)

Operating Revenues
Lease revenue, net of credits

Operating Expenses
Depreciation

Operating Loss
Nonoperating Revenues (Expenses)
Interest income
Lease credit offset to note receivable
Loss on disposal of capital assets
Net nonoperating revenues (expenses)

Change in Net Position

Net Position, Beginning of Year

Net Position, End of Year

2025 2024 2023

S - 5 S -
8,562 9,326 9,818
(8,562) (9,326) (9,818)

6,271 7,099 6,177

{7,049) (25,320) -
{6) {12) (2)

(784) (18,233) 6,175
(9,346) (27,559) (3,643)
315,858 343,417 347,060

S 306,512 s 315,858 S 343,417
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Operating Results

As the District transferred all hospital operations to TRHS effective October 1, 2019, the only operating expenses
incurred were thase associated with the depreciation of the buildings and equipment being leased to TRHS.

Nonoperating Revenues and Expenses

In 2025 and 2024, nonoperating revenues and expenses consist primarily of interest income and lease rent
credit offsets associated with the note receivable entered into with TRHS in exchange for the transfer of hospital
operations and working capital. The interest income decreased by approximately $828,000 or 12% in 2025 and
increased by approximately $922,000 in 2024 or 15%.

The District’s Cash Flows

Changes in the District's operating, noncapital and financing and capital and related financing cash flows are
consistent with changes in operating loss and net nonoperating revenues for 2025, 2024 and 2023, discussed
earlier.

Capital Assets

The District had approximately $156,208,000 invested in capital assets at the end of 2025 and approximately
$164,775,000 at the end of 2024, net of accumulated depreciation, as detailed in Note 3 to the financial
statements. The District purchased approximately $1,000 of capital assets in 2025. The District did not purchase
any new capital assets in 2024. in addition, the District transferred capital assets totaling approximately
$1,206,000 to TRHS in 2023 in exchange for a receivable.

Requests for information

This financial report is designed to provide our patients, suppliers and creditors with a general overview of the
District’s finances and to show the District’s accountability for the money it receives. Questions about this report
and requests for additional financial information should be directed to the District administration by calling 985-
447-5500.
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Assets
Current Assets
Interest receivable
Due from Thibodaux Regional Health System, Inc.

Total current assets

Noncurrent Cash
Internally designated

Capital Assets, Net
Note Receivable
Lease Receivable

Total assets

Liabilities, Deferred Inflows of Resources, and Net Position

Current Liabilities
Accounts payable and accrued expenses

Total liabilities
Deferred inflows of Resources
Net Position
Net investment in capital assets
Unrestricted

Total net position

Total liabilities, deferred inflows of resources,
and net position

See Notes to Financial Statements

2025 2024
5 6,236,441 S 7,049,470
8,300,129 8,281,076
14,536,570 15,330,546
2,681,939 2,658,277
156,207,711 164,774,626
133,085,297 133,095,297
6,743,265 44,610,038

$ 313,274,782

$ 360,468,784

S 19,053 S -
19,053 -
6,743,265 44,610,038
156,207,711 164,774,626
150,304,753 151,084,120
306,512,464 315,858,746

$ 313,274,782

S 360,468,784
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2025 2024

Operating Revenues

Lease revenue, net of credits S - S
Operating Expenses

Depreciation 8,562,230 9,325,698
Operating Loss {8,562,230) (9,325,698}
Nonoperating Revenues (Expenses)

Interest income 6,271,186 7,099,354

Lease credit offset to note receivable {7,049,471) {25,319,771)

Loss on disposal of capital assets {5,767) {12,876}
Net nonoperating revenues (expenses) {784,052) (18,233,293}

Change in Net Position (9,346,282) (27,558,991}
Net Position, Beginning of Year 315,858,746 343,417,737

Net Position, End of Year

See Notes to Financial Statements

$ 306,512,464

$ 315,858,746
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2025 2024

Net Cash used for Capital and Capital Related Financing Activities

Purchase of capital assets 5 {(1,082) ) .
Net Cash from Investing Activities

Investment income 34,744 43,517
Net Change in Cash and Cash Equivalents 33,662 43,517
Cash and Cash Equivalents, Beginning of Year 2,658,277 2,614,760
Cash and Cash Equivalents, End of Year S 2,691,939 S 2,658,277

Reconciliation of Operating Loss to Net Cash from
Operating Activities

Operating loss S (8,562,230) S (8,325,698)
Depreciation 8,562,230 9,325,698
Net Cash from Operating Activities S - )
Supplemental Disclosure of Noncash Capital and Capital Related
Financing Activities
Non-cash note receivable accrued interest, rent credit offset S 7,049,471 S 25,319,771
Non-cash lease receivable, rent credit offset S 37,866,773 S 12,432,015

See Notes to Financial Statements i0
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Note 1- Reporting Entity and Summary of Significant Accounting Policies

The financial statements of the Hospital Service District No. 3 {District), a Component Unit of Lafourche Parish,
State of Louisiana have been prepared in accordance with generally accepted accounting principles in the United
States of America (GAAP). The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The significant
accounting and reporting policies and practices used by the District are described below.,

Reporting Entity

Through September 30, 20195, the District, also known as Thibodaux Regional Medical Center, operated a
regional medical center located in Thibodaux, Louisiana that primarily earned revenues by providing inpatient,
outpatient and emergency care services to patients in the Lafourche Parish (Parish) area. The Parish appoints a
five-member board of commissioners who operate the District. Effective October 1, 2019, the District
transferred the hospital operations to Thibodaux Regional Health System, Inc. (TRHS} as described in Note 4,

For financial reporting purposes, the District has included all funds, organizations, agencies, boards,
commissions, and authorities. The District has also considered all potential component units for which it is
financially accountable and other organizations for which the nature and significance of their relationship with
the District are such that the exclusion would cause the District’s financial situation to be misleading or
incomplete. The GASB has set forth criteria to be considered in determining financial accountability. These
criteria include appointing a voting majority of an organization’s governing body and {1} the ability of the District
to impose its will on that organization or {2) the potential for the organization to provide specific benefits to or
impaose specific financial burdens on the District. The District does not have a component unit which meets the
GASB criteria.

Measurement Focus and Basis of Accounting
Measurement focus refers to when revenues and expenses are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the

measurement focus applied.

The accompanying financial statements have been prepared on the accrual basis of accounting in conformity
with GAAP. Revenues are recognized when earned, and expenses are recorded when the liability is incurred.

income Tax
As an essential government function of the Parish, the District is generally exempt from federal and state

income taxes under Section 115 of the Internal Revenue Code and a similar provision of state law. However, the
District is subject to federal income tax on any unrelated business taxable income.

11
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Basis of Presentation

The statement of net position displays the District’s assets, deferred inflows, and liabilities with the difference
reported as net position, Net position is reported in the following components:

Net investment in capital assets consists of net capital assets and right to use leased assets, subscription IT
assets, reduced by the outstanding balances of any related debt obligations, lease liabilities, subscription IT
fiabilities, and deferred inflows of resources attributable to the acquisition, construction or improvement of
those assets or the related debt obligations and increased by balances of deferred outflows of resources related
to those assets or debt obligations.

Restricted net position:

Restricted - expendable net position results when constraints placed on net position use are either externally
imposed or imposed through enabling legisiation. The District had no restricted, expendable net position at
September 30, 2025 and 2024,

Restricted — nonexpendable net position is subject to externally imposed stipulations which reguire them to be
maintained permanently by the District. The District had no restricted, nonexpendable net position at
September 30, 2025 and 2024,

Unrestricted net position consists of net position not meeting the definition of the preceding categories.
Unrestricted net position often has constraints on resources imposed by management which can be removed or
modified.

When an expense is incurred that can be paid using either restricted or unrestricted resources {net position), the
District's policy is to first apply the expense toward the most restrictive resources and then toward unrestricted
resources,

tise of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements. Estimates also affect the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents
Cash and cash equivalents include highly liquid investments with an original maturity of three months or less,
excluding internally designated and externally restricted cash equivalents. For purposes of the statement of cash

flows, the District considers all cash and investments with an original maturity of three months or less as cash
and cash equivalents.

12
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Lease Receivables

Lease receivables are recorded by the District as the present value of future lease payments expected to be
received from the lessee during the lease term, reduced by any provision for estimated uncollectible amounts.
Lease receivables are subsequently reduced over the life of the lease as cash is received in the applicable
reporting period. The present value of future lease payments to be received are discounted based on the
interest rate the District charges the lessee,

Noncurrent Cash and Investments

Noncurrent cash and investments are set aside by the Board of Directors for future capital improvements, over
which the Board retains control and may at its discretion subsequently use for other purposes. Amounts
considered deposits are recorded at historical cost. Investments are measured at fair value,

tnvestment Income

Interest, dividends, gains and losses, both realized and unrealized, on investments and deposits are included in
nonoperating activities when earned.

Capital Assets
Property and equipment acquisitions in excess of $500 are capitalized and recorded at cost. Depreciation is

provided over the estimated useful life of each depreciable asset and is computed using the straight-line
method. The estimated useful lives of capital assets are as follows:

Land improvements 10-25 years
Buildings and improvements 10-40 years
Equipment 2-20 years

Gifts of long-lived assets such as land, buildings, or equipment are reported as additions to unrestricted net
position and are excluded from expenses in excess of revenues. Gifts of long-lived assets with explicit
restrictions that specify how the assets are to be used and gifts of cash or other assets that must be used to
acquire long-lived assets are reported as restricted net position.

impairment of Long-Lived Assets
The District considers whether indicators of impairment are present and performs the necessary analysis to

determine if the carrying values of assets are appropriate. No impairment was identified for the years ended
September 30, 2025 and 2024,

i3
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Deferred inflows of Resources

Deferred inflows of resources represent an increase in net position that applies to future periods and so will not
be recognized as an inflow of resources {revenue} until then. The deferred inflows of resources reported in the
financial statements are deferred lease revenue.

Operating Revenues and Expenses

The District’s statement of revenues, expenses, and changes in net position distinguishes between operating and
nonoperating revenues and expenses. As the District transferred all hospital operations to TRHS effective
October 1, 2019, operating revenues consist of lease revenue related to the buildings and equipment being
leased to TRHS and operating expenses consist of the depreciation associated with the leased property. All other
revenues and expenses are reported as nonoperating,

Adoption of New Accounting Standard
As of October 1, 2024, the District adopted GASB Statement No. 102, Certain Risk Disclosures, which requires
management to evaluate whether there are risks related to a government’s vulnerabilities due to certain

concentrations or constraints that require disclosure, There was not a significant effect on the District’s financial
statements as a result of the implementation of this standard.

Note 2- Deposits

The carrying amounts of the District’s deposits as of September 30, 2025 and 2024 are as follows:

2025 2024
Cash deposits S 2,691,939 S 2,658,277
Deposits are reported in the following statement of net position captions:
2025 2024
Board designated 5 2,691,939 S 2,658,277

Deposits — Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not be returned to
it. The District's deposit policy for custodial credit risk requires comphance with the provisions of state law. State
law requires collateralization of all deposits with federal depository insurance or other qualified investments in
the state of Louisiana. At September 30, 2025 and 2024, the District's deposits were either insured or
collateralized.

14
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Note 3- Capital Assets

Capital assets additions, retirements, transfers and balances for the year ended September 30, 2025 are as
follows:

fiatance Balance
Octoher 1, September 30
024 Addstsons Retirements Transfers 2025
Capitat Assets Not Eeing Depreciated
tand S 9,114,855 5 - 5 - 5 - S 9.(313,855
Total capital assets not
being depreciated B %,014,855 S S S S 9,014,855
LCapitat Assets Being Depreciated
tand improvements S 6,627,929 S s s s 6,627,829
Buitding and improvement; 269,971,651 369,973,651

Equipment 78.832 865 1,082 {2.071,509] - 76,622,538

Toltat capitel assets
being depreciated 355,494,545 5 1,082 5 12,071,509} 5 - 353,424,118

Totat accurnulated
depreciation {19%,734,774) $ [2,562,230) $ 3065742 $ - {206.231,262}

Nel (apitad assets
bemg deprecated S 155,759,771 s 147,192,856

Capitai assety, net 5 164,774,626 S 156,207,711

i5
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Capital assets additions, retirements, transfers and bhalances for the year ended September 30, 2024 are as
follows:

Balance Batance
Octoher 1, September 30
3323 Addstsons Reticements Transfers 2024
Capitai Assels Not Being Depreciated
Land S 5.014,855 3 - 5 - 5 - 5 89,014,855
Totat capital assets not
besng depreciated 5 3,014,855 S - S - S - s 9.0143,355
Capitat Assets; Being Depreciated
{and improvements S 6.627.929 5 - 5 - 5 - s 6,627,929
Buitding and improvements 270.050,248 - {16,526} {60,771} 269,973,651
fquipment 79.587 DS - {754,894} 63,771 78,892,965
Totat capital assets
bewg depreciated 356,265,965 ) - 5 {771,420} 5 - 355,494,545
Total accumulated
depreciation (191.167 620) S {9.325,698) 5 758,544 5 - {199,734,774}
et capital aswets
be:ng depreciated 5 165,098,345 S 155,759,771
Capital assets, net 5 174,113,290 S 164,774,626

Note 4 - Hospital Transition and Lease Agreement

On October 1, 2019, the District entered into certain lease and operating agreements as part of a transfer of the
responsibility of the management and operation of the hospital operations from the District to TRHS, a non-
profit organization formed in November 2018,

Effective October 1, 2019, the District began leasing all hospital buildings and equipment and transferred
working capital and hospital operations to TRHS in exchange for a note receivable due from TRHS of
approximately $133,095,000 due at the end of the initial term of the lease. The note receivable is further
described at Note 6. The hospital transition agreement provides that the District retains certain powers incident
to its purpose as a hospital service district; that TRHS shall at all times operate the facilities in conformity with
the standard performance of the Joint Commussion for the Accreditation of Healthcare Organizations; and that
TRHS shall operate the hospital to provide healthcare services at a level of such services comparable to that of
the District prior to the transition. TRHS will provide substantially all of the management and direction of the
hospital operations, subject only to the District's constitutional and statutory duties to provide or cause to
provide medical and hospital care to the Parish's needy inhabitants,

i6
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The District has accounted for the disposal of operations in accordance with GASB 69, Government
Combinations and Disposals of Government Gperations. The disposal was accomplished by TRHS acquiring
certain licenses, contracts and the working capital of the District in exchange for the note receivable. The term
of the lease hetween the District and TRHS is 30 years with two successive options to renew the lease for a
period of 10 additional years. At the end of each lease year, TRHS is subject to pay rent of $10,450,000 per year,
with stated escalations throughout the term of the lease. In addition, TRHS is entitled to specific credits against
the rent due that are identified in the lease, primarily related to capital expenditures and other expenses as
defined in the lease agreement. Upon the end of the iease term or any extensions thereof, all of the remaining
assets of TRHS shall be transferred, assigned and conveyed back to the District. The lease receivable is further
described at Note 5. Pursuant to the lease agreement THRS will pay or reimburse for customary cost and
expenses incurred by the District.

Note 5- Lease Receivable

Effective October 1, 20195, the District leases all of its hospital buildings and equipment to TRHS pursuant to the
hospital transition and lease agreements. The lease has an initial term of 30 years with two successive 10-year
renewals if both parties agree to the terms. The initial payments under the lease are $10,450,000 per year,
subject to certain rent credits, and are due at the end of each lease year. Payments increase every 3 to 5 years
based upon stated percent increases ranging from 3.0% to 7.5% within the lease agreement,

The leases were measured based upon the stated rent increases defined in the lease agreement at lease
commencement. Rent credits not yet earned by the lessee are variable payments that were not considered in
the measurement of the leases as they are dependent upon future performance by TRHS and therefore are
recognized in the period in which they are earned. Pursuant to the lease agreement, rent credits that exceed
total rent due in a current year may be applied against future rent or from time to time against the note and
interest receivable.

The following is a schedule of amounts due under the lease and the anticipated application of rent credits to
reduction of future year's lease amounts based on credits earned through September 30, 2025.

Years Ending September 30,

Gross Lease
Lease imputed Ltease Rent Receivable, Net
Recervabie Interest Receivahle Credits Of Credits
2026 S 11,114,905 S 8,031,563 S 3,083,342 S {3.083,342) s
2027 11,114,905 7.894,355 3,220,550 {3.220,550)
2028 11,114,905 7,751,040 3,363,865 {3.363,865)
2029 11,129,227 7.601,342 3,527,879 {3.527,879)
2030 11,814,540 7.444,358 4,370,182 {4.370,182)
2031-2035 55,883,610 34,121,674 25,761,936 {25,761,936)
2036-2040 63,744,899 27,501,533 36,243,366 {36,243,366)
2041-2045 67,909,223 18,305,161 49,604,062 {49,604,062) -
2046-2049 57,142,887 5,833,497 51,309,390 {44,566,115) 6,743,265
Tetal $ 304,969,101 S 124,484.529 S 180,484.572 S {173,741,307) 5 6,743,265
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Hospital Service District No. 3

A Component Unit of Lafourche Parish, State of Louisiana
Notes to Financial Statements
September 30, 2025 and 2024

During the years ended September 30, 2025 and 2024, no revenue was recognized under the lease with TRHS as
total rent credits exceeded the rent due. Through September 30, 2025, total cumulative rent credits earned by
TRHS totaled approximately $295,171,000 and have been applied as a reduction in lease receivable and deferred
inflows of resources in the amounts of $14,612,409 and $14,710,448 for the years ended September 30, 2025
and 2024 and as a reduction in interest receivable on the note receivable in the amounts of $7,049,471 and
$25,319,771 for the years ended September 30, 2025 and 2024, with the remaining amount of $173,741,307 to
be applied against future rent. Due to the rent credits earned by TRHS as of the year ended September 30, 2025,
rent will not be due by TRHS until the year ended September 30, 2049,

During 2021, the District transferred $10,000,000 to TRHS for facility expansion as part of the lease. During
2023, the District transferred $1,205,660 of capital assets to TRHS. As of September 30, 2025 and 2024, the
District had balances of $8,300,129 and $8,281,076, which were included as due from TRHS on the statements
of net position.

Due to the timing delays related to reporting uncompensated care, there is at least a reasonable possibility that
recorded estimates will change by a material amount in the near term. The rent credits for the years ended
September 30, 2025 and 2024 increased by approximately $991,000 and $2,329,000.

Note 6 - Note and Interest Receivable

On October 1, 2019, the District transferred all working capital and operations of the hospital to TRHS in
exchange for a note receivable of approximately $133,095,000. The note receivable bears interest at 4.45%.
Interest payments are due annually and the unpaid principal balance shall be due in full at the end of the lease.
As of September 30, 2025, amounts due under the note receivable and interest receivable totaled $133,095,297
and 56,236,441 and are included in the accompanying statement of net position. As of September 30, 2024,
amounts due under the note receivable and interest receivable totaled §133,095,297 and $7,049,470 and are
included in the accompanying statement of net position.
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Hospital Service District No. 3

A Component Unit of Lafourche Parish, State of Louisiana
Notes to Financial Statements
September 30, 2025 and 2024

Note 7- Contingencies

The District is involved in litigation arising from claims related to the operation of certain healthcare clinics
outside its geographic service area. The matter originated from a lawsuit filed by another hospital service district
alleging violations of applicable Lousiana statutes governing hospital service districts and seeking declaratory
and injunctive relief, as well as unspecified damages.

The litigation proceeded through trial and subsequent appeals. During the year ended September 30, 2025, the
appellate court affirmed the lower court’s ruling adverse to the District. The District has petitioned the Louisiana
Supreme Court for discretionary review, and that petition was pending as of the date of issuance of the financial
statements.

At this time, the ultimate outcome of the matter cannot be determined, and no estimate of potential loss or
range of loss can be reasonably made. Accordingly, no liability has been recorded in the accompanying financial
statements. The District will continue to evaluate the matter and record a liability if and when information
becomes available indicating that a loss is probable and reasonably estimable.
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Hospital Service District No. 3

A Component Unit of Lafourche Parish, State of Louisiana
Schedule of Compensation, Reimbursements, Benefits and Other Payments to the Agency Head
Year Ended September 30, 2025

Agency Head Name: Daniel Cavell, Board of Commissioners Chairman

Note: Effective October 1, 2019, Hospital Service District No. 3 {the District), a Component Unit of Lafourche
Parish, State of Louisiana, has no employees. The governing body of the District is the Board of Commissioners
of the District. Daniel Cavell is the Chairman of the District Board of Commissioners. The District did not make
any payments to or on behalf of the Chairman or any other members of the Board of Commissioners.
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