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INDEPENDENT ACCOUNTANT'S REPORT 
To the Board of Commissioners Hospital Service District No. 2, Parish of St. Mary Morgan City, Louisiana 

WEB SITE WV~N KCSRCPAS COM MEMBER OF AMERICAN INSTtTUTE OF CERTIFIED PUBLtC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIEO PUBLIC ACCOUNTANTS 

We have compiled the accompanying financial statements of Hospital Service District No. 2, Parish of St. Mary as of December 31, 2002, and the related statements of revenues, expenses and changes in retained earnings and cash flows for the year ended December 31, 2002 and month ended December 31, 2001 in accordance with Statements on Standards for Accounting and Review Services issued by the American Institute of Certified Public Accountants. A compilation is limited to presenting in the form of financial statements information that is the representation of management. We have not audited or reviewed the accompanying financial statements and, accordingly, do not express an opinion or any other form of assurance on them 

Morgan City, Louisiana June 20, 2003 
Kolder, Champagne, Slaven & Company, LLC Certified Public Accountants 
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FINANCIAL STATEMENTS 



ASSETS 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana 

Current assets Cash and interest-bearing deposits Investments Accrued interest receivable Prepaid expenses Total current assets 
Restricted assets Cash and interest-bearing deposits Investments Total restricted assets 
Total assets 
LIABILITIES AND FUND EQUITY Current liabilities: Indigent care payable - PHC 
Noncurrent liabilities: Indigent care payable - PHC 
Total liabilities 

Balance Sheet December 3 l, 2002 

Fund equity Contributed capital Retained earnings Restricted for plant replacement and other Unrestricted Total fund equity 
Total liabilities and fund equity 

See accompanying notes and accountant's report. 

$ 34,020 3,499,958 38,526 46,245 3,618,749 
120,868 511,564 632,432 
$ 4,251,181 

$ 937.500 
1,500,000 
2,437,500 
207,169 632,432 974,080 1,813,681 
$ 4,251,18 



Revenues Rental income 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana 
Statement of Revenues, Expenses and Changes in Retained Earnings Year Ended December 31, 2002 

Expenses Administrative services Commissioners' per diem Insurance Legal and professional Office Total expenditures 
Loss from operations 
Nonoperating income Ad valorem taxes Investment earnings Total nonoperating income 
Net income Retained earnings, beginning 
Retained earnings, ending 
See accompanying notes and accountant's reporL 
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$ 100,000 
47,873 2,480 1,462 71,859 390 24.064 
(24,064) 
37,057 227,282 264,339 
240,275 
1,366,237 $1,606,512 



Revenues 
Expenses Office 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana 
Statement of Revenues, Expenses and Changes in Retained Earnings Month Ended December 31,2001 

Loss from operations 
Nonoperating income Gain on long term sales-type lease Investment earnings Total nonoperating income 
Net income Retained earnings, beginning 
Retained earnings, ending 
See accompanying notes and accountant's reporL 

8 
08) 
646,443 7,924 654,367 
654,349 
711,888 
$1,366,237 



HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana Statement of Cash Flows Year Ended December 3 I, 2002 and Month Ended Deeemebr 31,200 

Cash flows from operating activities: Operating loss 
Adjustments to reconcile net operating income to. net cash provided by operating activities - Changes in current assets and liabilities: (Increase) Decrease in ad valorem tax receivable (Increase) Decrease in prepaid expenses Increase (Decrease) in accounts payable Increase (Decrease) in payable to PHC for indigent care Total adjustments Net cash provided (used) by operating activities Cash flows from noncapital and financing activities Ad valorem taxes Net proceeds from long term lease agreement Net cash provided by noneapital and financing activities Cash flows from capital and related financing activities Principal and interest on debt repayment Net cash used by capital and related financing activities Cash flows from investing activities: Purchases of investments Investment earnings Net cash provided (used) by investing activities 
Net increase (decrease) in cash, cash equivalents and restricted cash Cash, cash equivalents and restricted cash, beginning of period Cash, cash equivalents and restricted cash, end of period 

See accompanying notes and accountant's report. 

Year Ended December31 2002 Month Ended December31, 2001 
$ (24.064) $ 
788,964 (46.245) (600,000) (562,500) (419,781) (443,845) 

57,739 
57,739 57.72 

3~057 10,819,348 37.057 

3.926.242 103.474 

0.819.348 

(3,822,768) 7.294 
(4,229.556) 3,712,60 4,384,444 671,843 
$ 154,888 $ 4,384,444 



(1) 

(2) 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana 
Notes to Financial Statements 

Descriotion of Business and Or~,anization Hospital Service District No. 2, Parish of St. Mary (hereat~er"District") was created by ordinance No. 420 of the Police Jury of St. Mary Parish (predecessor of the St. Mary Parish Government) to operate, control, and manage matters concerning the health care of citizens in the eastern portion of St. Mary Parish. The District is governed by a board of commissioners, not to exceed seven members, appointed by the St. Mary Parish Council. The financial statements of the District have been prepared in conformity with accounting principles generally accepted in the United States of America (GAAP) as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles. 
Chan,,e in O~eration and Contro Effective December 1,2001, the District executed a lease agreement which leased, for a period of 40 years, substantially all of the assets of the District to Province Healthcare Corporation (Province). Commitments, contracts, leases and agreements relating to assets and all licenses and permits to the extent assignable were included in the lease. Province also assumed certain District liabilities. Province began operating the facility as Teche Regional Medical Center (Medical Center) on December 1,2001. Province assumed the responsibility and liability for patient care on that date and also retained a majority of the District's employees. At closing on December 6,2001, a one-time lease payment of$11,212,208 was made by Province. Province wire transferred $7,171,762 to the National Oceanic and Atmospheric Adm in istration to repay the outstanding principal and accrued interest on the District's Revenue Refunding Bonds, Series 2000, $40,446 to the title company for title insurance and $4,000,000 to the District. Province will also pay additional rent to the District on or before each annual anniversary date during the lease term equal to (a) $50,000 if the net income of the Medical Center is between $50,000 and $1,000,000, or (b) $100,000 if the net income of the Medical Center is $1,000,000 or greater. Additional rent is not required should the net income of the Medical Center not exceed $50,000. Province has also comlnitted to expand a minimum of $8,000,000 in permanent improvements, repairs and renovations to the facility during the first eighteen months of the lease term. For the four years following the close of the Lease Agreement, the District will pay to Province, on a quarterly basis, up to $750,000 per year for the expense of providing "uncompensated care" to non Medicare, Medicaid, managed care or private insurance patients. 



(3) 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana Notes to Financial Statements (continued) 
Summary of Significant Accountin~ Policies The more significant of the District's accounting policies are described below A. Reporting Entity As the governing authority of the parish, for reporting purposes, the St. Mary Parish Government is the financial reporting entity for St. Mary Parish. The financial reporting entity consists of(a) the primary government (parish council), (b) organizations for which the primary government is financially accountable, and (c) other organizations for which nature and significance of their relationship with the primary government are such that exclusion would cause the reporting entity's financial statements to be misleading or incomplete. Governmental Accounting Standards Board Statement No. 14 established criteria for determining which component units should be considered part of the St. Mary Parish Government for financial reporting purposes. The basic criterion for including a potential component unit within the reporting entity is financial accountability. The GASB has set forth criteria to be considered in determining financial accountability. This criteria includes: Appointing a voting majority of an organization's governing body, and The ability of the parish council to impose its will on that organization and/or The potential for the organization to provide specific financial benefits to or impose specific financial burdens on the parish council. Organizations for which the parish council does not appoint a voting majority but are fiscally dependent on the Government. Organizations for which the reporting entity financial statements would be misleading if data of the organization is not included because of the nature or significance of the relationship. Because the parish council appoints the District's governing body, Hospitzl Service District No. 2, Parish of St. Mary was determined to be a component unit of the St. Mary Parish Government, the financial reporting entity. The accompanying component unit financial statements present information only on the funds maintained bythe District and do not present information on the parish council, the general government services provided by that governmental unit, or the other governmental units that comprise the financial reporting entity. 



B. Fund Accounting 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana Notes to Financial Statements (continued) 
The District is organized and operated on a fund basis whereby a self-balancing set of accounts (Enterprise Fund) is maintained that comprises its assets, liabilities, fund equity, revenues, and expenses. The operations are financed and operated in a manner similar to a private business enterprise, where (a) the intent oftbe governing body is that the cost (expense, including depreciation) of providing services on a continuing basis be financed or recovered primarily through user charges, or (b) where the governing body has decided the periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. C. Basis of Accountinz The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The Enterprise Fund is accounted for on a flow of economic resources measurement focus and a determination of net income and capital maintenance. With this measurement focus, all assets and all liabilities associated with the operation of this fund is included on the balance sheet. The Enterprise Fund uses the accrual basis of accounting. Revenues are recognized when earned and expenses are recognized at the time liabilities are incurred. D. Cash and Cash Eauivalents Cash includes amounts in demand deposits and interest bearing demand deposits. Cash equivalents include amounts in time deposits having a maturity of three months or less when purchased. E. Investments Investments in equity securities with readily determinable fair values and all investments in debt securities, including those whose use is restricted, are reported at fair values based upon quoted market values with gains and losses included in thestatement of revenues and expenses. Investment earnings include interest and dividend income, realized gains and losses, and unrealized gains and losses. Realized gains and losses are determined using the specific identification method. Investment earnings are reported a component of nonoperating income. F. Prepaid Expenses The District records prepayments, such as insurance, as an asset on the balance sheet and systematically recognizes an expense ratably over the term oftbe prepayment. 
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G. Restricted Assets 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST, MARY Morgan City, Louisiana Notes to Financial Statements (continued) 
Certain proceeds of enterprise fund bonds, as well as certain resources set aside for their repayment, are classified as restricted assets on the balance sheet because their use is limited by applicable bond covenants. H. Tax Revenues 

J 

Beginning in 1995, the proceeds from ad valorem taxes levied each December 31 on property within the District are recorded as additions to restricted assets. These funds are only available for the maintenance and purchase of capital and technology. Current taxes are assessed in October or November of each year and become delinquent on December 31. 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 and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 
Pursuant to Government Accounting Standards Board (GASB) Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, the District has elected to apply the provisions of all relevant pronouncements of the Financial Accounting Standards Board (FASB), including those issued after November 30, 1989, that do not conflict with or contradict GASB pronouncements. 

(4) Cash and Interest-bearing Deposits 



(5) 

(6) 

Investments 

HOSPITAL SERVICE DISTRICT NO. 2 PARISH OF ST. MARY Morgan City, Louisiana Notes to Financial Statements (continued) 
The Distrcit can invest in direct debt securities of the United States unless such an investment is expressly prohibited by law. The District's investments are categorized to give an indication of the level of risk assumed by it at year-end. Category 1 includes investments that are insured or registered or for which the securities are held by the District or its agent in the District's name. Category 2 includes uninsured and unregistered investments with securities held by the counterparty's trust department or agent in the District's name. Category 3 includes uninsured and unregistered investments with securities held by the counterparty, or by its trust department or agent, but not in the District's name. All securities held at December 31, 2002 were insured or registered and held by the District's agent in the District's name (category 1). The District's investments carried at fair value as of December 31, 2002 are: 

Description U. S. Treasury Notes and Strips U. S. Agencies 
Total 

Comoensation of Board Members 

Approximate Fair Value $ 1,489,318 2,522,204 
$ 4,011,522 

The schedule of compensation paid to the board of commissioners is presented in compliance with House Concurrent Resolution No. 54 of the 1979 Session of the Louisiana Legislature. Louisiana Revised Statute 46:1053(C)(2)(a) limits compensation paid to board members, with the approval of the parish governing authority, for attendance at meetings of the District, in an amount of not less than twenty-five dollars nor more than forty dollars, not to exceed twenty-four meetings per year. Melvin Bourgeois, M.D James Broussard John Guarisco Lea Hartman-Hebert Sharon Howell Y. George Ramirez 
Tota 

$ 360 360 480 440 400 440 



SUPPLEMENTAL INFORMATION 



agreed-upon procedures engagement was performed in accordance American Institute of Certified Public Accountants and applicable with standards established by standards of Governn/ent Audit the Standards. The sufficiency of these procedures is solely tile responsibility of the specified users of the repoll. Consequently, we make no representation regarding the sufficiency of the procedures described below either for the purpose for which this report has been requested or for any other purpose. Public Bid Law 1. Select all expenditures made during the year for material and supplies exceeding $15,000, and determine whether such purchases were made in accordance with LSA-RS 38:2211-2251 (the public bid law). We visually inspected all disbursements exceeding $15,000. None were for the purchase of materials and/or supplies. Code of Ethics for Public Officials and Public Employees 2. Obtain from management a list of the immediate family members of each board member as defined by LSA-RS 42:1101-1124 (the code of ethics), and a list of outside business interests of all board members and employees, as well as their immediate families. Management provided us with the required list including the noted information. 
3. Obtain from management a listing of all employees paid during the period under examination The District had no employees during the periods under examination. 
4. Determine whether any of those employees included ill the listing obtained l'rom management in agreed upon procedure (3) were also included on the listing obtained from management in agreed-upon procedure (2) as immediate family members. Not applicable 183 South Beadle R~d I I ] Eat Bridge Str~ 133 Ea~t Waddil 123~ David Drive, Suite 105 LaJ~yette. LA 70508 8reauKBtidge. LA 70517 Matksville LA 71351 Morgan City. LA703gO Phone (337) 232-4141 Phone (337) 332~1020 Phone (31 ~) 253-9252 Phone (985) 3 -~4,~t2020 F~ (337( 232.8660 FL~ (337) 332-2867 F~ (318) 253-868 [ Fa~ (985) 384~1~O 408 W Cotton SuPer Vitle Platte, LA 70586 PIione (337~ 363-279Z Fa~ (~37) 363- ~o4'7 332W Sixth Avenue Obedln, I,A 70655 Phone {337) 63')-~37 200 Stmth Mah* Strut Ahhc~ iEle. LA 7O510 I,hone ( ~ } 71 ~cJ ~ .7~14 



Budgeting 5. Obtain a copy of the legally adopted budget and all amendments. The District is not required to adopt a budget under the provisions of the Local Government Budget Act, LSA-RS 39:1301 et seq. 
6. Trace the budget adoption and amendments to the minute book Not applicable 
7. Compare the revenues and expenditures of the final budget to actual revenues and expenditures to determine if actual revenues failed to meet budgeted revenues by 5 % or more or if actual expenditures exceed budgeted amounts by 5% or more. Not applicable 
Accounting and Reporting 8. Randomly select 6 disbursements made during the period under examination and: (a) trace payments to supporting documentation as to proper amount and payee; We examined supporting documentation for each of the six selected disbursements and found that payment was for the proper amount and made to the correct payee. 
(b) determine if payments were properly coded to the correct fund and general ledger account; and We traced the selected disbursements to their respective general ledger postings and determined that all were properly coded to the correct fund and general ledger account. (c) determine whether payments received approval from proper authorities. Inspection of documentation supporting each of the six selected disbursements indicated approval by appropriate District personnel. 
Meetings 9. Examine evidence indicating that agendas for meetings recorded in the minute book were posted or advertised as required by LSA-RS 42:1 through 42:12 (the open meetings law). The District is only required to post a notice of each meeting and the accompanying agenda at the building in which the meeting is to be held. We examined documentation indicating the date and time of such postings in accordance with the referenced statutes. 
Debt 10. Examine bank deposits for the period under examination and determine whether any such deposits appear to be proceeds of bank loans, bonds, or like indebtedness. We inspected copies of all bank deposit slips for the period under examination and noted no deposits which appeared to be proceeds of bank loans, bonds, or like indebtedness. 
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Advances and Bonuses l 1. Examine payroll records for the year to determine whether any payments have been made to employees which may constitute bonuses, advance, or girls. Not applicable We were not engaged to, and did not, perform an examination, the objective of which would be the expression of an opinion on management's assertions. Accordingly, we do not express such an opinion. Had we performed additional procedures, other matters might have come to our attention that would have been reported to you. This report is intended solely for the use of management of Hospital Service District No. 2, Parish of St. Mary and the Legislative Auditor, State of Louisiana, and should not be used by those who have not agreed to the procedures and taken responsibility for the sufficiency of the procedures for their purposes. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 
Morgan City, Louisiana June 20, 2003 

Kolder, Champagne, Slaven & Company, LLC Certified Public Accountants 
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Hospital S~glce District NO. 2 Pari~ of s~. Mary Posk ~flce Box 2708 Morgan City, LA 70381 LOUISIANA ATTESTATION QUESTIONNAIRE (For Attestation Engagements of Government) 11/26/02 (Date Transmitted) Kolder, Champagne, Slaven & Co., LLC P. O. Box 3438 Morgan Citv, LA 70381 (Auditors) In connection with your compilation of our financial statements as of [date] and for the year then ended, and as required by Louisiana Revised Statute 24:513 and the Louisiana Govemmental Audit Guide, we make the following representations to you. We accept full responsibility for our compliance with the following laws and regulation and the internal controls over compliance with such laws and regulations. We have evaluated our compliance with the following laws and regulations prior to making these representations. These representations are based on the information available to us as of (date of completion/representations). Public Bid Law It is true that we have complied with the public bid law, LSA-RS Title 38:2212, and, where applicable, the regulations of the Division of Administration, State Purchasing Office.. Yes IX'] No [ ] Code of Ethics for Public Officials and Public Employees It is true that no employees or officials have accepted anything of value, whether in the form of a service, loan, or promise, from anyone that would constitute a violation of LSA-RS 42:1101- 1124. Yes[X~ No[ ] It is true that no member of the immediate family of any member of the governing authority, or the chief executive of the governmental entity, has been employed by the governmental entity after April 1, 1980, under circumstances that would constitute a violation of LSA-I~S 42:1119. Yes[X] No[ ] Budgeting We have complied with the state budgeting requirements of the Local Government Budget Act (LSA-RS 39:1301-14) or the budget requirements of LSA-RS 39:34. Yes ~ No [ ] Accounting and Reporting All non-exempt governmental records are available as a public record and have been retained for at least three years, as required by LSA-RS 44:1, 44:7, 44:31, and 44:36. Yes [k'] No [ ] We have filed our annual financial statements in accordance with LSA-RS 24:514, 33:463 and/or 39:92, as applicable. Yes[ ]No[] 
Appendix A 



We have had our financial statements audited or compiled in accordance with LSA-RS 24:513 Yes ["/-] No [ ] Meetings We have complied with the provisions of the Open Meetings Law, provided in RS 42:1 through 42:12. Yes ['~.] No [ ] Debt It is true we have not incurred any indebtedness, other than credit for 90 days or less to make purchases in the ordinary course of administration, nor have we entered into any lease- purchase agreements, without the approval of the State Bond Commission, as provided by Article VII, Section 8 of the 1974 Louisiana Constitution, Article Vl, Section 33 of the 1974 Louisiana Constitution, and LSA-RS 39:1410.60-1410.65. Yes p~'] No [ ] Advances and Bonuses It is true we have not advanced wages or salaries to employees or paid bonuses in violation of Article VII, Section 14 of the 1974 Louisiana Constitution, LSA-RS 14:138, and AG opinion 79- 729. Yesl~l No[ ] We have disclosed to you all known noncompliance of the foregoing laws and regulations, as well as any contradictions to the foregoing representations. We have made available to you documentation relating to the foregoing laws and regulations. We have provided you with any communications from regulatory agencies or other sources concerning any possible noncompliance with the foregoing laws and regulations, including any communications received between the end of the period under examination and the issuance of this report. We acknowledge our responsibility to disclose to you any known noncompliance 
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