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INDEPENDENT AUDITORS” REPORT

To the Board of Commissioners
Lower. Cameron Hospital Service District
Creole, Loms;ana

Report on the Financial Statements

We have audited the accompanying financial statements of the Lower Cameron Hospital
Service District; a componerit unit of the Cameron Parish Police: Jury, as-of and for.the years
ended DecemberJI 2013 and 2012, and ‘the related notes to financial statements; which
collectwely comprise the District’s basic financial statements as listed ifi the'table of contents:

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
Amenca this includes the design, :mplementatlon and maintenance;of internal control relevant
‘to the preparation and fair presentation of financial statéments that ‘are free from material
misstatement, whether dize to fraud or.error.

Auditor’s Responsibility.

Our responsibility is to express opinions on these financial statements-based-on our audits: We
conducted our-audits in.accordance with auditing standards genemlly accepted in the ‘United
States of America, and the standards applicable to finaicial audits .contained in Government
Audmng,Standards' issued by the Comptroller General of the: United States. Thosé standards
require that we plan and,perform the:audits to.obtain reasonable assurance: about whether the
financial statements are- free of 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 -auditor’s
judgment, including the assessment of the risks of material misstatement of ‘the fi nancial
staternents, 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 oplmon on_the effectiveness of the
entity's intemal control. Accordingly, we express no such opinion. An audit; ;also includes
evaluating the. appropriateness of accounting policies used and the reasonablemss of significant
accounting estimates made by management, as well as evaluating the overall presentation .of the
financial stdtements.

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



Opinions

In our opinion, the financial statements referred to above: present. fairly, in all-material respects, .the respective financial
position of the Lower. Cameron Hospital Service District as of December 31, 2013 and 2012,-and the respective changes in
financial position and cash flows for the years then ended in accordance with accountmg principles generally accepted in'the
United States of America.

Other Matters
Required Supplementary Information

Management has omitted management’s-discussion and analysis that accounting principles. 'génerally'awepted in the United
States of America require to be presented to supplement the basic financial statements, Such missing. information, although
not a part of the basic financial statements, is required by the Governmental Accounung Standards Board who considers:it to
be an essential part of financial reporting for placing the basic financial statements in an appropnate operational, economic,
or historical context. Our opinion on the basic financial statements is not affected by this missing information.

Other Information

Our audits: were conducted . for the purpose of forming-opinions-on the: financial statements that collectively comprise, the
Lower Cameron Hospital Service District’s basic financial statéments. The accompanying schedules;of other operating
revenues and schedules of board fees are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The schedules of other operating. revenues and schedules of board fees are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to.prepare the basic financial statements.
Such information has been subjected to the- audmng procedures- applied ‘in the ‘audit; of ‘the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial -statements of to the basic' financial statements themselves, and other
additional prooednm in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedules of other operating revenues'and schedules of board fees-are. fairly stated in all material respects in
relation to the basic financial statements as a- whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards; we have also issued our report dated June 18; 2014, on our
consideration of the Lower Carheron Hospital Service District’s internal control over financial reporting and on our tests of its
complm_nce 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 opmlon 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 in considering Lower Cameron
Hospital Service District’s internal control over financial reporting and compliance.

Bosond, Foebe, Hpe € Bt d”

Lafayette, Louisiana
June 18, 2014



LOWER CAMERON HOSPITAL SERVICE DISTRICT

'STATEMENTS OF NET POSITION
December 31,2013 and 2012

ASSETS

iCURRI:‘NT ASSETS
Cash and cash equwalents

Property tax reoelvable, net of allowance of 816, 948 and

$30,716:for 2013 and: 2012; re3pecuvely
Due from other; governmental dgencies

Rent receivable

Other. reeewables, net of allowance.of $ 130 000 and

$0:for.2013 and:2012, respectively
“Total current assets

CAPITAL ASSETS.

Property plant and" equipment, at cost, less-accumulated depreciation
of $6,436,460 and $5 ;982,899 for 2013'and 2012, srespectively

“Total'assets:

LIABILITIES AND NET POSITION'

.CURRENT. LIABILITIES
Accounts.payable
Due 1o othiér- govemmemal agencies
'I‘hu'd-pmty payor.settlements
‘Total-current liabilities
NET-POSITION
Net investment in: capltal assets
Unrestneted (deﬁclt)

“Total net position.

‘Total liabilities and net position:

Seé-Notes'to Finaricial Statements.

2013 2012: _
$ 5727552 $ 5,466,805
223481 145,450
1,453,795 1,892,035
80,362 47,000
60,430 230,282

$ 7545620 $ TI8I572
18,873,495 19,670,173
$ 265323 § 182,067
1,735,700 1,735,700
7,833:285 _ 7.833.285

' 's‘ '9.834,308"

s 5'9'.7’5 1,052

$ 18, 873 495
(2,288 688)

$ 19,670,173
(1,969:480)

_$ 17,700,693

_§ 16,584,807

$ 26419115

$. 27,451,745

—_——t=lr



"LOWER CAMERON HOSPITAL SERVICE DISTRICT

STATEMENTS OF REVENUES;, EXPBNSBS AND CHANGES IN. NBT1POSITION
Years Ended December.31, 2013 and 2012

Operating revenues:
chtal income
Other operating revenues.
Total operating revenues.

Operating expenses:
Deprematlon and n-ortmmon

ﬁLega] and professnonal fees
Contract Jabor
Bad.débt expetise
{Other operating expenses
Togal operating expenses:
Opmg%ss‘
Non:operating revenues (expenses):
-Ad valorem taxes, net
‘Investment income
Loss on dxsposal of assets:
Deficiency of revenues;over. expenses.before capital grants
‘Capital grants. "
Decrease in:net position .
Net position beginning of the year

‘Net position end of year

See Notes to Financial Statements.

2013 2012
$ 1312 s 112800
1202, 45320
$ 132324 § 158120
$ 680019 §  968i81-
1,322,387 903,855
287,537 75,685
9,600 10,100
130,000 -
9,116 _- 35731
$ 2438659_ $ 1,993,552
$ (2,306 335) $ .(1,835432) .
$ 1431825 $ 1624306
210 5392
(247 524) -
S 1186423 - $  1.629:698
$ (L119912) §  (205734)
_ 4,026
$ (1,115886) &  (205:734).
177700,693 . 17:906:427
$ 16,584,807 $ 17,700,693



LOWER cAMERON‘Hosﬁ!TAL SERVICE DISTRICT

STATEMENTS OF ‘CASH FLOWS
Years Eided Décember, 31 2013 and 2012

~

‘CASH FLOWS FROM OPBRAT[N G ACTIVITIES'
Receipts; from renml acuvmes
Payments:to’ supphers and contractors
Other. receipts and paymerits, net

Net cash used in operating ac'tiViti&s

CASH FLOWS I-‘ROM NONCAPITAL vFINANClNG ACTIVITIES
Ad valoreém takes

'CASH FLOWS,FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Purchase of capital assets
Capital grants
Net cash iised in capital'and relatéd finaricing activities:
'CASH FLOWS FROM INVESTING;ACTIVITIES
Interest.income
“Net increase in cash and cash'equivalents

Casti and cash eqilivalents at begitining of year

Cash and cashi‘equivalénts at end of year.

RECONCILIATION OF OPERAT[NG LOSS.TO:NET CASH:USED IN

OPERATING ACTIVITIES.
Operating loss
Adjustmests to reconcile operaung Toss to:
net cash.used in'operating activities:
Depreciationi-and amortization
"Provision for.bad debts:
(Increase) decrease in-assets -
Rent and other.receivables
Iricrease (decrease) in Imbﬂmes -
Accounts, payable

.Net cash used in‘opérating activitiés

See Notes to Financial Statéments.

2013 2012
$ 97760  § 65800
(1:505:532) (1,051,913)
1:202 45320.
$  (i406570) §  (940,793)
% 1,792:034 . .8 2,540,575
$. (130865 $  (80,673)
402 56642',_
$ (126839). _$. . (24031)
s 2122 § 5392, .
$ 260,747 § 1,581,143
5,466,805 3,885,662
$ 5721552 $ 5466805
$ (2,306335) $ (1:835432)
680,019 968,181
130,000
. 6,490 (45,027).
83,256 (28515)
S (1406570) 8 (940,793).



Note 1.

"LOWER CAMERON HOSPITAL SERVICE DISTRICT

NOTES TO FINANCIAL STATEMENTS

Description of Organization and Summary of Significant Accounting Policies

The Lower Cameron Hospital Service District (the “Servwe District”) ‘was established by the Cameron Parish
Polwe Jury on July 15, 1959, by virtue of the authority of La. R.S. 46:1051 et seq. The:purpose of the Service. -
District is to prowde health services to lower Cameron Parish, Construction of the Hospital building was-financed
ﬂnongh a bond. issue; Hill Burton Funding, and local contributions. The Service District’s Board of
Commissioners is.appointed by the Cameron Parish Policy Jury. The Service Dlstnct is:a component unit-of the
Cameron Parish Police Jury. The accompanying finaricial statements present only the Hospital District.

Operation and management:

On February 1, 2007, the Service District entered into Amended and Restated Cooperative Endeavor Lease with
Pacer Health Managemént Corporation: (“Pacer") During 2011, the Service:District consented.fo an asset
purchase agreement dated May 6, 2011 by which Frontier Hospitals, Inc. ("ant:er") acquired certain asséts of
Pacer and the Louisiana Department of Health and Hospitals license for.the operation of the hospital facilities of:
the Service District. Pacer and Frontxer with the consent of the Service District, entered ifto a management’
agreement dated May 6, 2011 hy whxch Fronner agreed.to-manage the operations. of the: hospital fagilities for.
the-Service District on behalf of Pacer for the penod of tilne betwéen May 6, 2011 .and:the. closing’ date of the
sale, June 15, 2011, at-which time the. lease with. Pacer was terminated. Also onMay 6, 2011; the Service
District entered into’ a Cooperative: Endeavor Lease with Frontier whereby Frontief began operating the hospltal
facilities on the closmg date of the sale, June;15, 2011. ,

The lease. with- Frormer is for a one. year;period ending June 14, 2012 with'automatic renewals for
three consecutive successive five year renewal terms. Rent under the lease is $9,400 per monith.

The:}ease i is intended to be.a triple.net-lease, with the understanding that Frontier is fully responsible.
t‘orallrent.aﬂapphcablemsumcepremmma,andaﬂrepmandmmntenanoeofthepwmlses and

equipment.

The:Service District, subject to the, .ability to.fund from its resources, provides operational assistance
to Frontier under the ‘lease agreement. Dunng the ‘initial ‘term of ‘the lease, the ‘Service District
provided $1,380,000 in four mstallments, Sl 15,000 in May 2011, $115,000-in June' 2011.E$S75 000
on July 1, 2011"a1d $575,000 on August:l, 2011. Effective May 2012, the second year of the lease,
the Service District is to provide $110,000 per month Frontier may request;additional operational
assistance from the.Service District; however, payment of additional operational:assistance isat the
discretion of the Service District: :

The financial statements of the Service District have; been prepared in accordance with generally accepted
accounting prmclples in the United States of America (“GAAP") applicable to state and local governments.
‘The Govemmental Accounting' Standards Board (“GASB") is the accepted standard-semng ‘body for.
establishing governmental accounting and financial reporting principles. The significant accounting and
reporting policies and practices used by the Service District are described below.

Method of accounting:

The Service District’s financial statements are reported . using.the economic resources measurement focus and
the accrual basis ofaccoummg. Revenues are recorded when eamed and expenses are recorded when a liability
is incurred, -regardless of the time of related cash flows. Property taxes are recognized as revenues in the year
they are levied. Grants are recognized as revenue as soon as eligibility requirements 1mposed by the provider



LOWER CAMERON HOSPIT. AL SERVICE DISTRICT

NOTES TO FINANCIAL STATEMENTS

have been met. The Hospital District’s: aocountmg and reportmg ;procedures also conform to the requirements
of Louisiana Revxsed Statute 24:514 and to the guide set forth in the Louisiana Governmental Audit Guide;:and
the Audit and Accounting Guide — Health Care Organizations, published by the American Institute of Certified
Public Accountants, and standards established by the GASB.

Use of estimates:

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

disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual resiilts'could differ. from; those estimates.

Cash and cash equivalents:

Cash mchxdes ‘amounts. in demand deposns, interest-bearing demand deposits, and time deposits. Cash
equivalents: mcluds amounts in'time deposits:and: those investments.with origindl maturities' of 90: days; or.less.
Under staté law, the Service District may deposit funds in demand, deposits; nnexmtbeanngdemmddeposns, ’
or time deposits with state banks organized under Louisiana law or any other.state.of the United States, or under -
the laws of the United States.

Allowance for uncollectible accounts:
The'Service District uses the allowance method of recognizing the cost for uncollectible amounts. This method
provules an estimate.of the loss-that is applicable to .current year revenue, and amy adjustinent in' previous
‘estimates of prlor year losses..

Capital assets:

-Capital asséts-are- stnted at’cost. Depreclauon is computed; using the straight-line. method-over the estimated
-useful lives of each class of depreclable‘nssets The following useful lives are.generally used: -

Building ‘ 20-50 years
Equipment 3 - 15years
Land improvements 103 years

Deferred outflows/inflows of resources:

In addition to assets, the statements of net position will sometimes report a separate- section for deferred
outflows-ofiresources: This-separate finaricial statement element, deferred outflows-of; resources, represents‘a
consumption of net position that applies to a future period(s) and ‘'will. not'be recognized as an outflow of
resources (expenditure) until then. The Service District does not currently have any items that. qualify for
reporting in this category.

In addition fo liabilities, the statéments:of net position will sometimes report:a separate section for deferred
inflows -of resources. Thxs separate financial staternent element, deferred inflows of resources, represents an
acquisition of net posmon that applies to a future period(s) and so will not:be recognized as an inflow of
resources (revenue) until that.time. The Service District-does not currently have:any items that qualify for
reporting in this category.



LOWER CAMERON HOSPITAL SERVICE DISTRICT

NOTES TO FINANCIAL STATEMENTS

Net position flow.assumption:

Sometimes the government will fand outlays for-a particularipurpose: from both: restricted and unrestricted
resources. In order to. calculate:the amountsto report as:restricted — net:position and:unrestrictéd — net position
in the firancial statements, a flow assumption must be made -about.the order- in which ithe resources are
considered ;to be applied. It is: ‘the’ Service District’s: pollcy to consider restncted ‘'net position to have been
depleted before unrestricted — net pasition is applied.

Operating revenues and expenses:

The Service District’s statements of reveniies, expenses and changes in net. position distinguish between
operéting and non-operating' revenues and expenses: ‘Operating revenies result from rental activities, the-
Service District’s principal activity. Non-exchange revenues, mcludmg ‘taxes and investment income, are:
reported as non-operating revenues. Operating expenses are.all expenses {incurred to provide for;the:operations:
of the rental activities.

Grants and donations:

Revenues from grants and donations (including capital contributions of-assets) are recognized when all
eligibility.requirements, mcludmg time requirements, are met. Grants: and donations may be.restricted for either
specxﬁc operatlng purposes or for capltal purposes. Amoums that are: umstncted or that are’ mtncted toa

are reported after non-operatmg revenues. and expense.
Income taxes: »

The Service District is a political subdivision and exempt from taxes.
Environmental matters:

The Service District is subject to laws and regulations relanng to the protéction:of the envirenment. The
Service District’s policy is to accrue:environmental and cleanup | related costsof a' non-capital nature when it:is
both probable that. a liability has been incurred and when the amount:can be. reasonably estimated. At
December 31, 2013, management is not aware of any:liability resulting from environmental matters.

Recent pronouncements;

In March of 2012, GASB issued Statement No: 65 “lrems-Previously Reported as Assets.and Liabilities.” - This
Statement ‘is effective for financial statements. for years beginning after December 15, 2012. This:Statement
established accounting and'ﬁnancial,repérﬁbg standards that reclassify.as deférred outflows of résources or
deferred inflows of resources certain items that were previously reported as-assets and liabilities and recognizes,
as outflows of resources or inflows of resources, certain items that were previously reported as assets and
lisbilities. This Statement also provides other financial reporting’ gmdance related to the impact of the. ﬁnancml
statement elements deférred outflows or resources and deferred inflows of resources, such as chnngw in the
determination. of the major fund calculations and limiting the use of the term deferred- in-financial statement

presentations.

The adoption of GASB Statement No..65 in the current year-had no impact on the classifications of certain
items within the financial statements'and only resulted in additional related dnsclosures



Note 2.

Note 3.

Note 4.

LOWER CAMERON HOSPITAL SERVICE DISTRICT

NOTES TO FINANCIAL STATEMENTS

‘Bank Deposits and Investments

The Service District’s investing is performed in eccordance with investment policies complying with state statites.

Funds may °be- invested .in time deposits, money market mvesunent -accounts, or certificates of ‘deposit with

financial institutions insured by FDIC; direct obligations .of the United States Government and its agencies;
commercial paper lssued by United States Corporations with a rating of A-1 (Moody’s).and P-1 (Standard and
Poor’s) or higher; and government: backed. mutual trust-funds. At December 31, 2013 and 2012, the Service

District’s:funds consisted solely of demand deposits and certificates of deposits. These deposits.are stated at cost,

which approximates market.

Custodial Credit Risk — Deposits. Custodial credit risk is'the risk that in the event'of a bank failure, the Service
District’s deposits may not be“returned to it. State law requires collateralization of all deposits with-federal
depository insurance and other acceptable collateral in specific amounts. The Service District’s policy requires that
all bank:balances be insured or collateralized by the financidl institution’s pledge of their own securities to cover
any amount in excess of Federal Depository.Insurance Coverage (FDIC). Thiese securities- must be plédged in the
Service District's name. At December 31, 2013, $500,000 of the Service District’s deposits was secured from risk
by FDIC coverage and $5,242,186 was:secured by the financial institution’s pledged securities. At'December.31,
2012, $4,965,528 of the Service. Dtstnct's deposits were secured from nsk by FDIC coverage and $515,911 was
secured by the ﬁnanclal institution’s pledged securities. Accordingly,.the’ Service District had no custodial credit
risk related to its deposits at December.31, 2013 and 2012.

Due From Other Governmental Agencies

A summary of due from other govemmental agencies is as follows:

2013 2012
Louisiana Community Devélopment Block Grant $ 454,383 $ 454 383
Cameron Parish Sheriff's Office - Ad Valorem Tax 999,412 1,437,652
Total due from other, governmental agencies $ 1,453,795 $ 1,892,035 -

Ad Valorem Taxes

The Service District’s property tax is levied by the parish on the taxable real property in-the Service District in late
October. of each year. Bills are sent out in November of each year at which time the Service District records the tax
revenue, taxes become delinquent on December 31%, and become a lien in the following March. The Service
District !evned 14.0 and 15.0 mills on properties with assessed values of $105,314,910 and $114,290,421 net of
homestead values, for the years ended December 31,2013 and 2012, respectively.



LOWER CAMERON:HOSPITAL SERVICE DISTRICT

NOTES TO FINANCIAL STATEMENTS

Capital Assets:

Capital assets additions, retirements, and- balances for the years-ended December 31, 2013 and 2012 were as

follows:

Land
Buildings and improvements
Equipment

Total historical cost

Less accumulated depreciation for:
Buildings and improvements
Equipment

Total accumulated depreciation:

Capital assets, net

Lind
Buildings and improvements
Equipment

Total historical cost

Less accumulated depreciation: for:
‘Buildings and improvements
Equipment

Total accumnlatcd'dgpreciaﬁon

Capital assets, net,

December 31, .December 31,
2012 Additions Retirements 2013
$ 31,321 § - 8 - 8 31,321
22,117,073 130,865 (473,982) 21,773,956
3,504,678 - - 3,504,678
$ 25653072 § 130865 §  (473,982) $ 25,309,955
$ (3015590 $  (562,062) $ 226,458 $  (3,351,194)
(2,967,309) (117,957 . - (3,085,266)
$ (5982899) 8  (680,019) § 226458 $_ (6,436,460)
$ 19670,173. § (549,154). 8 (247;524) $ . 18,873,495
‘December 31, December 31,
2011 Additions ; Retiremen(s 2012
$ 31,321 § - 3 - 8 31321
22;117,073 - - 22117073
3,504,678 - - 3,504,678
$ 25,653,072 § - 8 - $ 25653072 -
$ (2420077) §  (595,513) $ - 8 (3,015,590)
(2,594,641) (372,668) - (2,967,309)
$ (5,014,718) § (968,181)- § - $ (5982899
$ 20,638354 $  (968,181) § - $ 19,670,173

Depreciation expense for the years erided December 31, 2013 and 2012 arount to-$680,019 and $968,181,

respectively.

- 10°



Note 6.

Note 7.

Note 8.

LOWER CAMERON HOSPITAL SERVICE:DISTRICT

‘NOTES TO FINANCIAL STATEMENTS

Third-Party Payor Settlements

The. Service: District has intermediary receivable/payable balances on cost reports:from when the Service District
opemted the Hospital. Medicare.and Medicaid would reimburse:the Hospitil for cost: reimbursableitems at
interim-tentative rate with final settlement determined after:-submission ‘of- the*annual cost reports by the Hospnal'
and audits thereof by the Medicare and Medxemd fiscal mmrmedmry Laws ‘and regulations govemning ' the
Medicare. and Medicaid programs are extremely’ complox and subject to mterprctanon. As a result, there is at least
a-reasonable possibility that recorded estimates may change by"a material.amount:in the'near-term. Retroactwe
adjustmems are considered 'in'the mcognmon of revenue on an:estimated basis in the period related services are
rendered, and such amounts-are' ad,usted 'in-future. periods as'adjustments become:known or as years are no longer -
subject to audit.

The following is a schedule of third-party payor. settlement payable (receivable) as’of December-31, 2013 and
2012;

Cost Report
— Year Medicare. _Medicaid Totil
1995 s - § 2684417 S 2,684,417
1997 2262179 1,168 2263,947
1998 4,334,615 93,802 4,428,417
1999 . 238,164 2;671) 235,493
2000° ' 166811 (6,996) 159,815
Amounts discharged per bankruptcy plan - (1,938:804) _ (1,938,804)
Total $ 7,002369 $ 830916 $ 7,833285

Emergency Room, Rural Health Clinic, and Operatioh Shortfall Maintenance

For the periods ended December 31, 2013. and 2012, the Service District' paid 81,322,387 and $903, 855,
respectively, fromits ad valorem. tax collectlons and grant; proceeds for the . maintenance:of the: Cmergency room
and rural health clinic, and operationa! shortfails in-connection with.the Hospital’s" operations, in accordance with
the lease agreements and board resolutions.

Bankruptcy Plan

On November 18, 1999, the Service District filed for bankruptcy under Chaptér 9 of the Bankruptcy Code. On
September 28, 2000, the Chapter 9 Bankruptcy Plan was accepted by the creditors -and was approved by
Bankruptcy Court, the:Governor; Attorney General, and State Bond Commission; as required by Lomsmna ‘Law.

The provisions ¢ of this, confirmed plan bind the Service- District and its creditors in accordance with Section 944 of
the Code. The Planalsobmdsall creditors ofthe Semce Dlsmammseanyexxsnngoﬁ'setorrecoupmentandto
refrain from cxerclsmg amy rights they may have to offset or recoup funds of the Service District or of any Tessee of
the Service District arising:out.of amounts owed to creditors based upon periods-of.time prior-to September 28,

2000.

-1t-



Note 9.

Note:10.

LOWER CAMERON HOSPITAL SERVICE DISTRICT

NOTES TO FINANCIAL STATEMENTS.

According to the Bankruptcy Plan, creditors with claims under $500 and those who voluntarily reduce their claims
to $500 are to be paid first The remaining claims are split into two groups, governmental claimants and all
unsecured creditors. Net cash flows of the Service District.are to be split in.two and divided pro-rata among each
of the two groups. NetcashﬂowsmdeﬁncdmtthmhtptcyPlanasallﬁmdsrcmamngaﬁcrpaymentofall
usual, necessary and-ordinary expenses of; operations of ‘the'Service District, from the monthly rent and from.
accourits receivable owed to the Service District, but shall not include’ funds from tax receipts reserved for
emergency room operations.

In accordance with the Bankruptcy Plan, claims were classified as Class 1, Class 2, Class 3, Class 4 and Class 5. As
stated in the *Immaterial Modifications to Plan of- Adjuslmcnt, “all. unpaidClass 3 claims, which were claims
consisting’of all‘aflowed umsecured,, non-priority claiins ifi: excess:of $500, were.to be discharged after. five years

- from the date of conﬁrmat:on In addition, Class 4.claims consisting of claims owed to the Department of Health

and Hospitals (the “DHH™) were to be discharged down to 30% of the original confirmed amount after the five year
lapse from date of confirmation. The original amount of Class:5 claims (CMS), however, rémain payable as of
December 31, 2013.

Included in:total current liabilities'at December 31, 2013 .and 2012 is $7, 833 ,285, which:falls under the Bankruptcy
Plan. In accordance with the Bankruptcy Plen, there. were no amounts paid to creditors- during the years ended
December.31; 2013 or 2012,

Contingencies

The Service District is the:defendant in a imalpractice lawsuit filed by a former patient of the geriatric psychmlm
facility when the Service. District operated the:facility. The claim was presented to the. medical review panel,
which denied thie plaintiff’s claim. The plaintiff filed suit in District Court'for:thé claim. The Service District’s

‘insurer that was defending, the casé is now bankrupt. The:suit was tried in.Distriét Coiirt and fivorable verdict of,

‘no liability was awarded to the Service. District; However, the. plamtxﬁ' had:the ‘right to:appeal. 1n'2012, the: Service .

District and the plaintiff reached:a settlement whereby the Service District paid the plaintiff $20,000:

In previous yéars, the Service District received grant funds for rebuilding of the hospital after'Hurricanes Rita,
Gustav.and: Tke: Based on. management’s records of grant funds received and expenditures, the. Semce District has:
recorded.a llablllty of $1,735,700 due to other governmental :agencies. The project worksheets associated with.
these grants are .in the: 'process of;bemg closed by the:Govemor’s Office of Homeland Security & Emergency:
Preparedness: (GOHSEP) As of the date of this report, the final amount duc.to GOHSEP canriot b¢ determined and
the amourit récordéd inay be subject to change as the project close outs are finalized.

Scttlement Agreement with-Camelot-and Purchase Agreement for Stock

On July 15,.:2004, the Service District entered into a settlement agreement with Camelot, whereby the Service:
District’ ‘accepted the transfer of.50,000,000 shares of stock in Pacer. Health Corporation (subject-to restrictions
imposed by Rule 144 of the Federal Secuntlcs Act 0f '1933) in lieu of the $411,191 debt'owed to the Service
District by Camelot under the management and- lease agreement,

During 2011, the Service District: obtnmed physical possession of the stock and entered into.a purchase agreement.
with a buyer. The Service District collected $-0- and $43;329, respectively, under the purchase agreement dunng'
the years-ended December 31, 2013 and 2012. The amount is considered bad:debt recoveries and is included in
other operating revenues in the statements of revenues, expenses and changes in net position.
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LOWER CAMERON HOSPITAL SERVICE DISTRICT

NOTES TO FINANCIAL STATEMENTS:.

Note;11: ‘Capital Grats
‘Thefollowing is'a recapof the capital grants recognized by:the-Service:District for the years ending December 31, y

2013-and 2012.
2013 | 2012
-Capital grants: ’
U:S: Department of Homeland Security. (FEMA Public Assmnnee) = o
.Hospital and'staff housing construction ‘$ 4,026 $ -
‘Total capitat/grants S . 4026 0§ -

Note12. Subsequent-'ﬁvcnt(

Attt

was wnnmated Stonebndge Health Systems, LLC: has ‘been destgnated by the: Servwe Dlstnct :as the. replm:ment‘: .

for-Frontier as thie operatar ¢ “of Soiith:Cameron; Memonal Hospital and Calcasiei. Oaks Bebavxoral Cénter.

"Note:13: ‘Reclassifications

" Certain Amounts:in the'prior-jiear have béen reclassified to conform fo the current year presentation..
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SUPPLEMENTARY INFORMATION
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LOWER CAMERON HOSPITAL SERVICE.DISTRICT

SCHEDULES OF OTHER OPERATING REVENUES

State revemie sharing
Oil and gas revenue
Income from stock sale
Miscellaneous

Total other operating revenues

‘Years Ended December 31, 2013 and 2012,

/2013 2012
$ 941 S 1,393
238 437
- 43,329
23 161
$ 1,202 $ 45,320
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.LOWER CAMERON HOSPITAL SERVICE DISTRICT

- SCHEDULES:OF BOARD FEES
‘Years Ended December 31, 2013:and 2012

Board Members
The Service District’s board members did not receive any compensation for the years ended'December 31, 2013:and2012.
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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 GO VERNMENTAUDITING STANDARDS

‘To the Board of Commtssmners
Lower Cameron Hospltal ‘Service District
‘Creole, Louisiana

We have audited, in accordance w1th audmng standards  generally’ accepted in'the United States
-of Amenwand ‘the ‘standards npphcable to_ financial’ audlts ;contained:in Govemmen: Audmng
Standards lssued by the ‘Comptroller General- of the. Umted :States; the: financial statements of
thc busmess-type activities of Lower Cameron Hospntal Service District, asiof.and for the year.
.ended December 31, 2013, and the related notes-to; financial ‘statements, ‘which collectlvely -
-comprise: Lower. Cameron ‘Hospital Service District's; basic financial ‘stateménts,, and have
issued our repoit thereon datéd June-18;2014.

In planning; and performing .our audlt of the. financial Statemerits, we considered. Lower
‘Cameron. Hospntal Service District’s internal.control.over ﬁmnc:alfreponmg (internal control)
'to determine the:audit: procedures that are: appropnate in ‘the-circumstances for-the- purpose of
exprossmg our opinions.on. theé-financial ‘statements, it not;fof the; ;purpose of expressing-an
‘opinion.on the efféctiveness- oft Lower, Caméron Hospxtal Service District’s intémal control.
Accordingly, we do:not express an ‘opinion on’ r.he effectiveness of Lowér Cameron Hospital
Sérvice District’s/internal control,

«Our consideration: of internal control was:for:the lmuted purpose. described!in.the preceding
paragraph-and ‘was not desngned to: ldenufy -all deficiencies in.internal;control that:might be
material ‘weaknesses or s1gmt' cant deficiencies- and' theréfore, material weaknesses or
sngmﬁcant deﬁclencles ‘may-exist that have’not been’ ldentlﬁed However as described inthé
-accompanying’ schedule of: ﬁndmgs and responses,. we: 1de|mﬁed certain deficiencies in’ mtemal
;control that:we consider to'be material weaknesses.

A deficiency ininternal control exists when the ‘design or.operation.of a control.does niot:allow
management or .employees, in the normal.course of pérforming, their assngned ‘functions, to
.prevent, or: detect and- correct, mlsstatements on a timely basis. A material weakriess is ‘a
;deﬁcwncy, or combmat:on of deﬁctencnes, in' mternal control, such that there is a. reasonable
‘possibility ‘that a ‘material. misstatement of the Lower Cameron Hospltal Semce District's
financial statements will not be prevented, or detected. and corrected, on.a;timely basis. A
significant deficiency.is a. deﬁcnency, or a combination of deficiencies, in intenal control thatis
‘less severe than'a material weakness, _yet.important'enough to merit attention:by those charged
‘with governance. ‘We:consider the deficiencies described in the- accompanying schedule of
.findinigs and régponses:at 2013-1.and-2013-2'to be 'a material Weaknesses.
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liance and Other Matters

As part of obtaining reasonable assurance about whether Lower Cameron Hospital Service District’s financial statements are
free-of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grants agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts: However, providing an opinion on compliance with.those provisions was.not an.objective of our audit
and, accordmgly, we do not express such an opinion. The results of our tests disclosed an'instance of noncompliance or other
matters that are required to be reported under Government Auditing Standards.and which are described in th¢ accompanying:
schedule of findings and responsés as item 2013-3.

Lower Cameron Hospital Service District’s response to the findings.identified in our audit is described in the accompanying
schedule of findings and responses. Lower Cameron Hospital Service District’s'response-was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion‘on it.

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 provnde an opinion on. the effectiveness-of the entity’ 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: entity’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

Brueid, Yok o € Bt e

Lafayette, Louisiana
June:18, 2014
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'LOWER CAMERON HOSPITAL SERVICE DISTRICT
SCHEDULE .OF FINDINGS AND RESPONSES
“Year Ended Décember 31,2013, -~

We have auditedithe basic. financial statémenis of thie Lower Cameron Hospital:Service District, as of and. for the yéar ended
December 31,.2013, and have :issuéd: our.report' théreon-dated June 18} 2014. We condiicted:our audit in’ accordance’ with
auditing-standards generally :accepted in the- United States of America and.the standards applicable 16+ financial .audits
contained .in Government Auditing Standards,.issued by the Comptroller General of the United ‘States: Our audit:of the_
financial statements as of December:31; 2013 resulted in an unqualified opinion.

Section L. Summary of Auditors’ Results
Report on Internal Control- and Compliance Material to the Financial Statements

Internal Control over financial reporting:

o Material weakness'identified? X"Yes __No.
* Control deficiencies identified
that are not. considered to be .
matenal wealmesses? —_Yes X None reported
Noncompliance material to. financial ) i
statements noted? __Yes X No

_Section [ -'Financial Statement Findings

2013-1 Sepregatio g’ofDutle

Fihding: ‘l'he Semce Dlstnct does not have. adequate segregauon of. dutles A system of "internal ¢ontrol
proeedures contemplates a segregauon of dutm 80" that 'no onexmdmdua] handles a transaction, from its'
incéption to its completlon. Wlnle we-fecognize that. the Servuce stlnct ‘may not: ‘be. la:ge enough‘to permit
such. procedm-es [t is important that the Service Distriét be; aware. of tlus condmon .

Recommendatlon Keepmg in; mmd the limited number of personnel to which dnues can be nslgned, the Service
Dlstnct should contmue to° momtor asslgnment of dutues to ensure as much segreganon of duties’ and

......

¢ l-lowever' the. Servxee Dnstnct will, contmue to momtor dns s:tuatlon* and the board wﬂl rewew ﬁnancml
information on-a timely. basis.
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LOWER CAMERON HOSPITAL:SERVICE DISTRICT

\SCHEDULE OF FINDINGS AND:RESPONSES' (CONTINUED)
Year Ended December 31; 2013

Finding: During; the course cof.our : dudit work, it was:noted that voided checks were, not’ properly defaced
(s:gnature ‘block removed and check noted as “VOID") These voided checks were,also not properly. lecorded
in the Dlstnct siaccounting,system: In-Avigust ; 2013 .the Dlstnct |ssued ar $l30 000‘check to the' contractor
operatifig t the ‘District’s+hospital; however the contmctor’s bank dxdfnot honor the deposnt due to the fact. that
the"check wnt!en had an’error’on. the descnpnon of the: amourit! of the check. The Semce Dlstnct issued.a
replacement: check toLd\e contractor; but phys1cal possessmn of the; $l30 000; check Was. Dever; obtmned from
the' contractor in order to ‘properly voxd ‘the:check.. The:District: d1d not nohfy thelr bank o issiie a: stop
payment on this chieck. ‘In’ December 2013, the:contractor manipulitéd:iie aforementioned $130,000 ¢heck'in’
their possession, and. deposrted this -check ‘at"a. bank in Florida., Whenthe $130,000, check clearéd the:
Distriét's; Décember 2013 bank:statement, the! monthly bank statément féconciliation process.did niot identify
this chieck as a voidéd, check that: cleared:the+bank; and. thiis t.hls check swas'not property | investigatéd: and'
identified asa theft of assets.

Recoxgn;egdmmn Vonded checks shiould {be deﬁaced properly” (sngqune block_ removedfand check noted. s’
"VOID™)-and should be held‘for safekeepmg. 1 phys:cal possession @ of a: voxded«check i not obtm;_aed, the
bank should! be notlﬁed ‘immediately in order.to:issue a stop: payment onithe. voided. check. All vo1ded :checks.
skiould be properly recorded in:the'accounting systém., An: accomnmg.forJall checks issued. or. voided: dunng )
thé:month should be: pcrformed during: the bank . reconclltatlon -and/or’ monthly closmg ‘processes. If: bank.
recoricilidtionsiaeito servé as:an:effective. controliover the, cash accounts, théy-miust. be,prepared on:a’ hmely
‘basis and- all reconcllmg ltems should b‘ fmve«.stlgat':cl and dlsposed .ofiproperly. Internal, control is; mostl
effective'when'the bank:recon gon is prepared’ by sotheone nat. responsnble for entries in.the. mccxpts,
d:sbursements records: . Because this i$ dlfﬁcu}t to unplcment w1th a: lihited: number of | pemonnel, ;all; of
whom are-involved. in dnyvto-day record’ kcepmg, the, Service ‘District’s ‘board: should review ‘all bank
reconciliations:and bank statements:on almontbly ‘basis. The District-should: -report toithe. Sheriff’ and"Dlstnct
Attorney, the.theft of assets'by the contractor

Reésponse:; Upon disCovery of thestheft. of assets; the. Dlstnct filed. aweport with the:Cameéron: Parish' Sheriff’s
office:and the Caméeron’ Pansh Distiict: Attomey s:office: for’ mveshganon*and prosecution. The:District.will.
reevaluate and review:its:internl.control: procedures: regardmg cesh, bank reconciliations; and'voided: checks.
Gomgr orward,: ‘the District-will insure-that-voided,checks'will be: defaced properly:(signatire block- removed
and check noted as “vOID?) and thése checks.will be held in: safekeepmg. If phymcal posséssion of a voided.
chiéck is not:obtairied,: pmccdures will be unplementcd to obtal.n a stcp paymcnt on:the:check with'the bank
unmedlately -All voided checks will'be properly Tecorded ifi-the: accountmg System. An -accounting for all
checks issied or:voided.dufing.the month*will be. perfonned ‘diifing;the bank reconciliation. .process and all’
reconcllmg itéms will. be; investigated for propnety The Service: District’s ‘board” will -review- all’ bank
recoriciliations. and bank statements done by the-contract: bookKeéper on' a monthly ‘basis. The ‘Service.
District will lso obtam the services of a new contract bookkeeper -



LOWER CAMERON HOSPITAL SERVICE DISTRICT

SCHEDULE OF! Fl'NDl'NGS AND RESPONSES (CON'I'NUBD)
Yw Ended Deccmber 31, 2013

2013:3 ~ Board Mesfing:Minutes
l'-‘mdmg As. ‘per. LSA-RS 42:20, the Semce Dlstnct board’s meetmg mmutes are not bemg wnttenlm & detmled.
tlmely manner by the board and sngned by dle Presldent and Secretary of the: Board.
Recommendation: In order to. comply with- LSA-RS'42:20, the Service'District should mainitain adequate mimutes
.that are.in.g" detmled and -informative manngriof:all matters decided. The:miinutes -of:the previous:board
‘meeting: should be revnewedrand appxoved by the;Board at.the next: Service District!board meeting. These
approved minutes should: bé signed by;the: President and Secretary;of the District.
Response: Thé'District will:change procedures in order to comply' with LSA-RS-42:20 by having, the. minutes
written in:a,more detailed ahd informative manner, reviewed and. approved by: the Board dt the:next: :Service
District Board meeting, and the approved thinutes will be signed by the: President and Secretary. of the Board. -
‘Section II1. Federal Award Findings and Qiestioned Costs

No midttefs.are feported.
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LOWER CAMERON. HOSPITAL-SERVICE DISTRICT

SCHEDULE OF FRIOR YEAR FINDINGS
"Year. Ended December.31, 2013

Section . Internal Control 'and,Cdmpliignc'e;Mnt'el_'th.’-to‘the.F‘mandal Statements

None reported.

Section II. Internal Control and Compliance' Material to Federal Awards

None reported.

'Section Ill. Management Letter-

The prior year’s report did riot include a management letter..
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