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A Professional Accounting Corporation Certified Public Accountants 

INDEPENDENT AUDITORS' REPORT 

Board of Directors 
SoAitheast Community Health Systems 
Zachaiy, Louisiana 

Report on the Financial Statements 

We have audited the accompanying financial statements of Southeast Community Healtii Systems (a non-profit 
organization), which comprise the statement of financial position as of October 31,2013, and the related statements of 
activities and changes in net assets, functional expenses, and cash flows for the year then ended, and die related notes to the 
financial statements. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Our Responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits conX3mc&m.Governrnent Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require diat we plan and perform die audit to obtain reasonable assurance about whether the fmancial 
statements ^e fi-ee from material misstatement. 

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

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

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the fmancial position of 
Southeast Commraity Health Systems as of October 31,2013, and the changes in its net assets and cash flows for the year 
then ended in conformity with accounting principles generally accepted in the United States of America. 
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Other Matters 

Other Information 

Our audit was conducted for the purpose of forming an opinion on die financial statements taken as a whole. The 
accompanying schedule of expenditures of federal awards, as required by Office of Management and Budget Circular A-
133, Audits of States, Local Governments, andNon-Profit Organizations, is presented for purposes of additional analysis 
and is not a required part of the financial statements. Such information is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying accounting or other 
records used to prepare die financial statements or to the financial statements diemselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated in all material respects in relation to the financial statements taken as a whole. 

Government Auditing Standards 

In accordance with Government Auditing Standards, also issued our report dated May 8,2014, on our 
consideration of Southeast Community Health Systems' internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and- compliance and the results of 
that testing, and not to provide an opinion on 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 Southeast 
Community Health Systems' internal control over financial reporting and compliance. 

Baton Rouge, Louisiana 
May 8, 2014 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

STATEMENT OF FINANCIAL POSITION 
OCTOBERS!, 2013 

ASSETS 

Current Assets 
Cash and cash equivalents 
Patient receivables (net of allowances of $603,596) 
Grants receivable 
Inventory 
Prepaid ejqjenses 
Deposits 
Restricted cash 

Total Current Assets 

Property and Equipment, net 

Other Assets 
Goodwill 
Loan origination costs, net 

Total Other Assets 

Total Assets 

LIABILITIES AND NET ASSETS 

Current Liabilities 
Current portion of notes payable 
Accounts payable 
Accrued expenses 
Deferred revenue 

Total Current Liabilities 

Long-term Debt 
Notes payable 

Total Liabilities 

Net Assets 
Unrestricted 
Temporarily restricted 

Total Net Assets 

Total Liabilities and Net Assets 

S 1,629,480 
772.316 
125,564 
50,966 
27,110 
15,769 
363.317 

2,984,522 

7.019.123 

114,000 
77.768 

191,768 

182,538 
288,845 
154,658 
252.597 
878,638 

3.133.560 

4.012.198 

6,183,215 

6.183.215 

$-l.ajL9-5_AU 

The accompanying notes are an integral part of diis statement. 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 
FOR THE YEAR ENDED OCTOBER 31,2013 

CHANGES IN NET ASSETS 

Revenues 

Net patient revenue 
Federal grants 
Other grant income 
Interest income from non

federal grant monies 
Other income 

. Released from restrictions 

Total revenues 

Expenses 

Program services 
Management and general 

Total expenses 

Increase in net assets 

Net assets - beginning of year 

Net assets - end of year 

Unrestricted 
Temporarily 
Restricted Total 

$ 3,660,430 ; 
2,467,802 

288,618 

G ' $ 

43,824. 

3,660,430 
2,467,802 

332,442 

3,868 
58,630 
43.824 r43.8241 

3,868 
58,630 

6.523.172 6.523.172 

4,469,473 
1.423i074 

- 4,469,473 
1.423.074 

5.892.547 5.892.547 

630.625 630.625 

5.552.590 5.552.590 

S 6.183.215 ; s - s 6.183.215 

The accompanying notes are an integral part of this statement. 



SOUTHEAST COMMUISTTY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

STATEMENT OF FUNCTIONAL EXPENSES 
FOR THE YEAR ENDED OCTOBER 31,2013 

Program Management 
Services and General Total 

Salaries and related e)q)enses 
Salaries $ 2,970,632 $ 203,689 $ 3,174,321 
Employee firinge benefits 98,884 6,318 105,202 
Payroll taxes 224.033 16.585 240.618 

Total salaries and related ejqjenses • 3.293.549 226.592 3.520.141 

General expenses 
Advertising and marketing 29,706 105,831 135,537 
Amortization - 4,475 4,475 
Bad debt 145,962 ' 145,962 
Bank charges 12,442 7,144 19,586 
Conferences and meetings 403 16,745 . 17,148 
Depreciation 322,459 13,060 335,519 
Dues and subscriptions 5,094 27,712 32,806 
Insurance 3,058 58,846 61,904 
Interest - 129,539 129,539 
Miscellaneous 12,436 10,738 • 23,174 
Postage 3,844 4,788 8,632 
Professional fees 100,358 619,399 719,757 
Rent , 90,052 5,340 95,392 
Repairs and maintenance 164,932 33,703 198,635 
Staff training. . 4,675 27,447 32,122 
Supplies 154,250 39,945 194,195 
Taxes and licenses 5,989 1,671 7,660 
Telephone 45,232 15,837 61,069 
Travel 3,425 74,262 77,687 
Utilities .71.607 - 71.607 

Total general expenses 1.175.924 1-196.482 2.372.406 

Total expenses .$ AAmAJJ. $ ..U423.a74 $ 5.S92JA1 

The accompanying notes are an integral part of this statement. 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED OCTOBER 31,2013 

Cash Flows From Operating Activities 

Changes in net assets 
Adjustments to reconcile change in net assets 
to net cash provided bv operating activities: 
Depreciation and amortization 
Bad debts 
Increase in patient receivables 
Increase in grants receivable 
Decrease in prepaid expenses 
Decrease in other assets 
Increase in restricted cash 
Increase in accounts payable 
Decrease in accrued expenses 
Increase in deferred revenue 
Increase in other current liabilities 
Total adjustments 

Net cash provided by operating activities 

Cash Flows From Investing Activities 

Purchase of property and equipment 
Payments on construction in progress 

Net cash used by investing activities 

$ 630.625 

339,994 
145,962 
(265,381) 
(56,225) 
13,082 

851,243 
(60) 

142,804 
(73,083) 
252,597 

1.312 
1.352.245 

1.982.870 

(143,251) 
C461.6581 

(•604.9091 

Cash Flows From Financing Activities 

Principal reduction of long-term debt 

Net cash used by financing activities 

Increase in Cash and Cash Equivalents 

Cash and Cash Equivalents, Beginning of Year 

Cash and Cash Equivalents, End of Year 

(•182.5381 

082.5381 

1,195,423 

434.057 

S 1.629.480 

Supplemental Disclosures 
Interest paid S 173.485 

The accompanying notes are an integral part of this statement. 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
2ACHARY, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
OCTOBER 31,2013 

1. Summan' of Significant Accounting Policies 

(a) OrgaTiization 

The SouAeast Community Health Systems, formerly known as St Helena Community Health Center, is a 
Federally Qualified Health. Center that serves the needs of patients in East Baton Rouge and St. Helena Parishes 
and surrounding areas including facilities in Zachaiy, Kentwood, Albany and Greensburg, Louisiana. The 
purpose of Southeast Community Health Systems (hereinafter referred to as the Center) is to provide health 
care at a reasonable cost to those who cannot afford it financially. 

The accompanying financial statements include the accounts of the Southeast Community Health Systems (the 
Center), a nonprofit corporation. 

(b) Basis of Accounting and Net Assets 

The financial statements of the Center have been prepared on the accrual basis of accounting and accordingly 
reflect all significant receivables, payables and other liabilities. 

Financial statement presentation follows the recommendations of the Financial Accounting Standards Board's 
(FASB) Accounting Standard Codification (ASC) 958, Not-for-Prqfit Entities. Under FASB ASC 958, the 
Center is required to report information regarding its financial position and activities according to three classes 
of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. 
Net assets, revenues, expenses, gains and losses are classified based on the existence or absence of contributor 
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows: 

Unrestricted Net Assets 
Unrestricted net assets are for general use with no restrictions. 

Temporarily Restricted Net Assets 
Temporarily restricted net assets can be expended currently, but only for a specified purpose designated by the 
grantor. There are no temporarily restricted net assets as, of October 31,2013 

Permanently Restricted Net Assets 
Net assets permanently restricted for future use by the grantor or the board of directors. There are no 
permanently restricted net assets as of October 31,2013. 

(c) Cash and Cash Equivalents 

The Center considers all hi^y liquid investments, including certificates of deposit with an initial maturity of 
three months or less, to be cash equivalents. 

(d) Patient Receivables and Allowance for Uncollectible Accounts 

The Center extends credit to patients, as well as third party intermediaries. Patient receivables are generally 
carried at the original billed amount less contractual adjustments and fiie allowance for uncollectible accounts. 
This allowance is based on management's estimates, historical experience and a review of all outstanding 
amounts on an ongoing basis. Patient receivables are written-off when deemed uncollectible and recoveries, if 
any, are recorded when received. 



SOUTHEAST COMMUlSflTY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
OCTOBER 31,2013 

1. Summary of Significant Accounting Policies - Continued 

(e) Inventories of Supplies 

Inventories of medical supplies and drugs are stated at the lower of cost or market. 

(f) Property and Equipment 

Property and equipment is presented in the financial statements at cost less allowances for depreciation. 
Depreciation is computed using the straight-hne method and is provided over the estimated usefiil lives of the 
assets which ranges from 5 to 39 years. 

The Center receives funding under Section 330 of the Public Health Services Act with various restrictions 
placed on items obtained with these fimds. According to Ihe Public Health Service grants Policy Statement, 
title to real and tangible property shall rest in die grantee upon acquisition, subject to the accountability 
requirements and the Public Health Service's right to transfer title. 

(g) Goodwill 

Goodwill represents the excess of the cost of The purchased Kentwood Medical Clinic over the fair value of the 
net assets at the date of acquisition. In accordance with generally accepted accounting principles goodwill 
having indefinite lives will no longer be amortized. Instead, goodwill is tested annually for impairment. There 
was no change in the carrying amount of goodwill during the year ended October 31,2013. 

(h) Revenues 

The Center receives the majority of its revenues from Federal and State agencies. The Center recognizes 
contract revenue (up to contract ceiling) from its contracts either on a pro-rata basis over die contract life or to 
the extent of expenses. Revenue recognition depends on die contract. Any of the flmding sources may, at, its 
discretion, request reimbursement for expenses or return of funds, or both, as a result of non-compliance by die 
Center with the terms of the grant/contract. 

Federal funds come from the United States Department of Health and Human Services (DHHS) Ihrou^ the 
Health Resources and Services Administration as part of the Consolidated Health Centers program (CHCP). 
Compliance is required based on the terms and agreements of the grant agreements, and DHHS may, at its 
discretion, request reimbursement for eiqiense or the return of funds not expended, or both, based on non
compliance widi the these terms. 

Net Patient Revenue 

Net patient service revenue is reported at the estimated net realizable amounts from patients, third-party payers 
(including Medicare and Medicaid), and others for services rendered, including estimated retroactive 
adjustments under reimbursement agreements with third-parly payers. Retroactive adjustments are accrued on 
an estimated basis in the period the related services are rendered and adjusted in future periods as final 
settlements are determined. It is reasonably possible that these estimates could change in the near term. 

The Center has a sliding fee plan for patients without any third party payers and whose income level fall within 
the sliding fee guidelines. The minimum payment is $15.00 for a visit. 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

NOTES TO FmANClAL STATEMENTS 
OCTOBER 31,2013 

1. Summary of Significant Accounting Policies - Continued 

(i) Income Tax 

The Center is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code. 
During the year, die Center adopted provisions ofFASB ASC 740-10, Accountingfor Uncertainty in Income 
Taxes. Management believes it has no material mcertain tax positions and, accordingly has not recognized a 
liability for any unrecognized tax benefits. 

(j) Advertising Costs 

The Center e)q)enses its advertising costs as they are incurred. Total advertising costs for the year 
ended October 31,2013 was $135,537. 

(k) Use of Estimates 

The preparation of financial statements in conformity widi generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 

(1) Functional Expenses 

The Center allocates its expenses on a functional basis among its various programs. Expenses that can 
be identified with a specific program are allocated directly accordiug to their natural expense 
classification. 

(m) Subsequent Events 

The Center has evaluated subsequent events through May 8,2014, the date the financial statements were 
available to be issued, for recording and disclosure. 

2. Property and Equipment 

The following is a summary of properly and equipment at October 31,2013: 

Land . $ 821,195 
Buildings 5,322,700 
Furniture and fixtures 155,579 
Office equipment 691,168 
Medical equipment 967,609 
Construction in progress 177.122 • 

8,135,373 
Less: Accumulated depreciation (1.116.2501 

Depreciation expense was $335,519 for 2013. 

3. Tax Status 

$_L0_m23 

The Center files Form 990 in the U.S. federal jurisdiction. The Center is no longer subject to examination from The 
U.S. federaljurisdiction for fiscal tax years before October 31,2011. 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

NOTES TO FIMANCIAL STATEMENTS 
OCTOBER 31,2013 

4. Economic Dependency 

The Center receives the majority of its revenue from frmds provided by die U.S. Department of Health and Human 
Services Community Health Center Program. All flmds received under the grant are federal fimds and are appropriated 
each year by the federal government. If significant budget cuts are made at the federal level, the amount of fiinds 
received by the Center could be reduced by an amount that could adversely impact its operations. Management is not 
aware of any actions diat have been taken or are proposed to be taken by the federal government that will adversely 
impact the Center's grant for the coming fiscal year. 

5. Notes Payable 

Long-term debt consists of the following: 

A note dated December 2010, with an original balance of $3,650,750 
due in 120 monthly installments. The principal portion is amortized 
over 20 years. Each installment, beginning December 2011, includes 
a principal portion of $15,212 plus monthly interest at a variable rate. 
At October 31,2013 the rate was 5.02%. Payments from December 2010 
through November 2011 were interest only. The note is secured by 
buildings, land and all deposit accounts. $ 3,316,098 

Less: current installments n82.538V 
Long-term debt $ 3.133.560 

Long-term debt obligations mature in years ended October 31 as follows: 

2014 $ 182,538 
• 2015 182,538 

2016 182,538 
2017 182,538 
2018 182,538 
Thereafter 2.403.408 

-$_^3.3X6.4)g.8. 

Total interest charged to expense for the year ended October 31,2013 was $129,539. Total interest capitalized for the 
year ended October 31,2013 was $48,037. 

6. Loan Origination Costs 

Loan origination costs in tiie amount of $86,193 were incurred in connection witii ftie note payable above (note 5). 
These costs are being amortized over the life of the loan. Amortization expense for the year ended October 31,2013 
was $4,475. 

7. Line of Credit 

The Center has a line of credit at Regions Bank with an outstanding balance of $0 at October 31,2013. The entire 
amount of $350,222 is available at year end. Interest on the outstanding balance is calculated at the bank's index rate 
plus 2%. The line is secured by any deposits of account with Regions Bank and is due on demand. 

10 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
OCTOBER 31,2013 

8. Retirement Plan 

The Center sponsors a 403 (b) tax-sheltered annuity plan, which covers substantially all of its employees who meet 
eligibility requirements. Eligible employees are allowed to contribute, on a tax-deferred basis, a portion of then-
compensation, up to federally designated limits. The Center matches 100% of employee contributions up to a 
maximum of 5% of the employee's annual salary. Employees are vested in the plan at 25% after one year, 50% after 
twoyears,-75% after three years and 100% after four years. The Center's contributions to the plan for the year ended 
October 31,2013 amounted to $40,380. 

9. Concentrations of Credit Risk 

The Center receives approximately 43% of its operating income from Federal and State agencies (in the form of grants) 
and performs substantially aU of its activities in the state of Louisiana. Approximately 56% of the Center's revenues 
are generated from providing patient services. The Center grants credit without collateral to its patients, most of who 

" are local residents that may or may not be insured by a third-party payer. Revenue and receivables from patients and 
third-par^ payers was as follows: 

Revenue Receivables 
Medicare 7% 8% 
Medicaid , 77% . 75% 
Third party insurance ' 1% 7% 
Private pay/sliding fee 12% 1% 
Other 3% 9% 

_m% 'm%. 
Financial instruments, whichpotentially subject the Center to concentrations of credit risk, consistprincipally of cash 
accounts, savings accounts and certificates of deposit. Cash accounts are insured by the Federal Deposit Insurance 
Corporation for up to $250,000. As of October 31,2013, the Center had $1,765,797 above the insured limit. The 
Center places its cash and certificates of deposits with high-credit, quality financial institutions and does not believe 
that it is exposed to any significant credit risk on uninsured amounts. 

10. Commitments and Contingencies 

Funding 
The Center receives federal and state grants for specific purposes that are subject to audit by the grantor agencies. Such 
audits could lead to requests forreimbursement to the grantor agency for expenditures disallowed under terms of the 
grant. It is the opinion of die Center's management that its compliance with the terms of the grant will result in 
negligible, if any, disallowed costs and no provision has been recorded in the accompanying fiQancial statements for 
such contingencies. 

Legal proceedings 
The Center is involved in various claims and legal actions in the normal course of business. After consultation with 
legal counsel, management estimates that any pending legal matters will be resolved without material adverse effect on 
the Center's financial position. 

11 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
ZACHARY, LOUISIANA 

NOTES TO FINANCIAL STATEMENTS 
OCTOBER31,2013 

11. Leases 

The Center rents space, facilities or equipment under several operating leases as follows: 

The Center entered into a lease agreement for a facility in Albany, Louisiana that began on October 18,2007 and ended 
on October 31, 2010. The Center exercised their one three year renewal option, effective November 1,2010 and 
ending October 31,2013. The monthly rental was $8,045 for the twelve months ending October 31,2013. 

The center also rents various office and medical equipment on a month-to-month basis and incurred storage facility 
costs as well. 

Total rent expense for the year ended October 31, 2013 was $95,392. 

12. Compensated Absences 

The Center's employees had $44,725 vested in accrued vacation pay at October 31,2013. 

13. Board of Directors Compensation 

The Board of Directors is a voluntary board; therefore, no compensation or per diem has been paid to any Director. 

14. Restricted Cash 

During the year the Center received funding under a project agreement with Louisiana Primary Care Association 
(through a State Cooperative Endeavor for capital improvements and facility expansion). In addition to this state 
funding, the Center obtained a loan for $3,650,750 (see note 5) for the purpose of retiring prior debt and facilitating 
capital expansion. Once the existing loans were paid, the balance of the new loan proceeds was placed into an escrow 
account (deposit account) with Regions Bank. As of October 31, 2013 the escrow account had a balance of $363,317. 
These monies are to be used for future project costs as construction was still in progress at year end. 

15. Medical Malpractice Claims 

The Center's medical malpractice insurance is covered by the Federal Tort Claims Act. 

17. Federal Support and Grants 

During die year ended October 31,2013 the Center received unrestricted grant revenues to help support the Center's 
goal of providing high quality primary health care. These funds originated at the federal, state and local level. 

Federal support 
U.S. Department of Health and Human Services 

Consolidated Health Centers $ 2,183,954 
SBHC Capital Expenditures 283.848 

2,467,802 
State support 
Cooperative Endeavor Agreement 43,824 
Adolescent School Health Program 288.618 

332,442 

Total Federal Support and Grant Income S 2.800.244 

12 



SOUTHEAST COMMUNITY HEALTH SYSTEMS 
SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE PROGRAMS 

FOR THE YEAR ENDED OCTOBER 31. 2013 

FEDERAL GRANTORTPASS-THROUGH 
GRANTOR/PROGRAM OR CLUSTER TITLE 

FEDERAL 
CFDA 

NUMBER 

PASS THROUGH 
ENTITY 

IDENTIFYING 
NUMBER 

FEDERAL 
EXPENDITURES 

Department of Healtii and Human Services direct 
programs: 

Consolidated Health Centers 

ACA - SBHC Capital Expenditures 

Subtotal Department of Healdi and Human Services 
direct programs 

Total Department of Health and Human Services 

Total expenditures of federal awards 

93.224 

93.501 

$ 2,183,954 

283.848 

2.467.802 

2.467.802 

$_^A61SD2 

The accompanying notes are an integral part of this statement. 

13 



SOUTHEAST COMMUNITY HEALTH SYSTEMS -
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED OCTOBER 31.2013 

1. Basis of Presentation 

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant activity of 
Soudieast Community Health Systems under programs of the federal government for die year ended October 31, 
2013. The information in this Schedule is presented in accordance with the requirements of 0MB Circular A-133, 
Audits of States, Local Governments, and Non-Prqfit Organizations. Because the Schedule presents only a selected 
portion of the operations of Southeast Community Health Systems, it is not intended to and does not present the 
financial position, changes in net assets, or cash flows of Southeast Community Health Systems. 

2. Summary of Significant Accounting Policies 

(a) Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are 
recognized following the cost principles contained in 0MB Circular A-122, Cost Principles for Non-Profit 
Organizations, wherein certain types of ejqienditures are not allowable or are limited as to reimbursement. 

(b) Pass-through entity identifying numbers are presented where available. 

14 



A Professional Accounting Corporation Certified Public Accountants 

TNDF.PHNDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FrMANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Board of Dii'ectors 
Southeast Community Health Systems 
Zachary, Louisiana 

We have audited, in accordance with the auditing standards generally accepted in the United States of America and 1he 
standards applicable to financial audits contamed in Government Auditing Standards issued by the Comptroller general of 
the United States, the financial statements of Southeast Community Health Systems, (a non-profit organization) which 
comprise the statement of financial position as of October 31,2013, and the related statements of activities, functional 
expenses, and cash flows for the year fiien ended, and the related notes to die financial statements, and have issued our 
report thereon dated May 8,2014. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Southeast Community Health Systems' 
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the puipose of expressing an 
opinion on the effectiveness of Sou&east Community Health Systems' intemal control. Accordingly, we do not express an 
opinion on die effectiveness of the organization's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, 
in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements on a timely 
basis. A material weakness is a deficiency, or a combination of deficiencies, in intemal control such that there is a 
reasonable possibility that a material misstatement of the entity's financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in intemal control that 
is less severe than a material weakness, yet important enough to merit attention by those charged with governance. 

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

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Southeast Community Health Systems' financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts 
and grant agreements, noncompliance with which could have a direct and material effect on the determination of financial 
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit 
and, accordingly, we do not express such an opinion. The results of our tests (hsclosed no instances of noncompliance or 
other matters that are required to be reported under Government Auditing Standards. 

910 S. Acadian Thruway • Baton Rouge, LA 70S06 • Ph: (225) 927-3760 • Fax: (225) 927-3761 



This report is intended solely for the information and use of the audit committee, management, others within the 
organization, and federal awarding agencies and pass-through entities and is not intended to be and should not be used by 
anyone other than these specified parties. 

0]/\— 

Baton Rouge, Louisiana 
May 8,2014 
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A Professional Accounting Corporation Certified Pubiic Accountants 

TNDEPHNPENT AUDITORS' REPORT ON COMPLIANCE WTTH REQUIREMENTS 
APPT,TCABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL 
OVER COMPLIANCE M ACCORDANCE WITH 0MB CIRCULAR A-133 

Board of Directors 
Southeast Community Health Systems 
Zachary, Louisiana 

Report on Compliance for Each Major Federal Program 

We have audited Southeast Community Health Systems' (a non-profit organization) compliance with the types of 
compliance requirements described in the 0MB Circular A-J 33 Compliance Supplement that could have a direct and 
material effect on each of Southeast Community Healtih Systems major federal programs for the year ended October 31, 
2013. Southeast Community Health Systems' major federal programs are identified in the summary of auditors' reports 
section of the accompanying schedule of findings and questioned costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts and grants applicable to 
each of its major federal programs. 

Auditor's Responsibility 

Our responsibility is to ejqjress an opinion on compliance for each of Southeast Community Health Systems' major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; die standards 
applicable to financial audits contained in Government Auditing Standards, issued by Ihe Comptroller General of the United 
States; and 0MB Circular A--133, Audits of States, Local Governments, andNon-Profit Organizations. Those standards 
and 0MB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a 
major federal program occurred. An audit includes examining, on a test basis, evidence about Southeast Community Health 
Systems' compliance with those requirements and performing such other procedures, as we considered necessary in the 
circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program. 
However, our audit does not provide a legal determination on Southeast Community Health Systems' compliance. 

Opinion on Each Major Federal Program 

In our opinion Southeast Community Health Systems complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on its major federal program for the year ended 
October 31,2013. 

Report on Internal Control Over Compliance 

Management of Southeast Community Health Systems is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above. In planning and performing our audit 
of compliance, we considered Southeast Community Hedth Systems' internal control over compliance with the 
requirements that could have a direct and material effect on each major federal program to determine the auditing 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on compliance for each 
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major federal program and to test and report on internal control over compliance in accordance with 0MB Circular A-133, 
but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we 
do not express an opinion on Hie effectiveness of the organization's internal control over compliance. 

A deficiency in internal control oyer compliance exists when the design or operation of a control over compliance does not 
allow management or employees, in the normal course of performing their assigned functions, to prevent or detect and 
correct noncompliance wiHi a type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of control deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance requirement of 
a federal program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of 
compliance requirement of a federal program that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control over compliance that might be material 
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses. However, material weaknesses may exist that have not been identified. 

This report is intended solely for the information and use of the Board of Directors, management, the Legislative Auditor, 
and federal awarding agencies and is not intended to be and should not be used by anyone other than these specified parties. 
Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public document. 

Baton Rouge, Louisiana 
Mays, 2014 
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SOUTHEAST COMMUNITY HEALTH SYSTEMS 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED OCTOBER 31,2013 

We have audited the financial statements of Southeast Community Health Systems, as of October 31,2013, and for the year 
tiien ended, and have issued our report thereon dated May 8,2014. We conducted our audit in accordance with auditing 
standards generally accepted in the United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States and the provisions of 0MB 
Circular A133. Our audit of the financial statements as of October 31,2013 resulted in an unqualified opinion. 

Summary of Auditor's Report 

a. Report on Internal Control and Compliance Material to the Financial Statements 
Internal Control 

Material Wealoiesses Yes XNo Significant Deficiencies Yes X No 
Compliance 

Compliance Material to Financial Statements _ Yes X No 
b. Federal Awards 

Internal Control 
Material Weaknesses __Yes X No Significant Deficiencies .Yes X No 

Type of Opinion On Compliance Unqualified X Qualified 
For Major Programs Disclaimer Adverse 

Are their findings required to be reported in accordance with Circular A-133, Section 510(a) Yes X No 
Was a management letter issued? _Yes X No 

c. Identification of Major Programs: 
CFDA Number (s) Name of Federal Program (or Cluster) 

93.224 Consolidated Health Centers 

Dollar threshold used to distinguish between Type A and Type B Programs: S 300.000 
Is the auditee a Tow-risk' auditee, as defined by OMB Circular A-133? _X Yes ^No 

Questioned Costs 
There are no questioned costs for the year ended October 31,2013. 

Findins - Financial Statement Audit 

There are no findings for the year ended October 31,2013. 
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SOUTHEAST COMMUNITY HEALTH SYSTEMS 
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS 

FOR THE YEAR ENDED OCTOBER 31,2013 

Summary of Prior Audit Findings 

There were no prior year audit findings. 
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