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INDEPENDENT AUDITOR’S REPORT

Janvary 19,2014

The Board of Managers of the
Nueces County Hospital District
Corpus Chiristi, Texas

Report on the Financial Statements

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Nucces County Hospital District, a component unit of
Nueces County, Texas, as of and for the year ended September 30, 2014, which collectively comprise the
District’s basic financial statements as listed in 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 America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.,

Auditor’s Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audiL. 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. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are frec from material
misstatement,

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Nueces County Hospital District as of September 30, 2014, and the
respective changes in financial position and budgetary comparisons for the general fund and indi gent care
fund thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3 through 16 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was made for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The combining financial statements and
the budgetary comparison information, listed in the table of contents on pages 48 through 55 are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly presented in all material respects in relation to the basic financial
statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Governmental Auditing Standards, we have also issued our report dated
lanuary 19, 2015 on our consideration of the Nueces County Hospital District’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grants. 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 and should be considered in assessing the
results of our audit.
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Nueces County Hospital District
Management's Discussion and Analysis
For Fiscal Year Ended September 30, 2014

This Management's Discussion and Analysis (“MD&A") of the Nueces County Hospital District
(“District”), a political subdivision of the State of Texas and component unit of Nueces County, Texas
(“County™), is intended to provide an overview of the District's financial position and results of operation
for year ended September 30, 2014 (“Fiscal Year 2014”). Since the focus of the MD&A is on the above
fiscal period’s operations, activities, and currently known facts, it should be read in conjunction with the
District's related financial statements and accompanying notes to best understand the District's financial
position.

The MD&A is one of the elements of the reporting model required by the Government Accounting
Standards Board (“GASB”). As part of the MD&A, presentation of certain comparative information
between the current fiscal year and the prior fiscal year is required to assist in financial analysis.

Financial Highlights

At fiscal year ended September 30, 2014, the District’s General Fund balance was $56.204 million
compared to $77.466 million in 2013. The District’s net change in fund balance decreased by $21.262
million during the fiscal year as the District caught up on State-delayed waiver-related intergovernmental
transfers. These funds enable regional health care providers, who provide indigent healthcare as part of
the District’s primary mission, to draw supplemental Medicaid Waiver-related funds.

The net position of the District on September 30, 2014 and 2013 was $93.799 million and $111.636
million, respectively. Cash and investments amounted to $87.198 million and $106.366 million which
represent 89.6% of total assets for September 30, 2014 and 91.1% for 2013, respectively.

The District’s Board of Managers adopted a resolution committing up to $50 million of the District’s
fiscal year-end General Fund balance cash to funding the Waiver-related intergovernmental transfers that
were delayed by the State during the fiscal year, but are expected to be requested sometime during the
District’s subsequent fiscal year. Please refer to Note 11 on intergovernmental transfers and Note 12 on
committed fund balance.

Nueces County Hospital District 3



OVERVIEW OF THE FINANCIAL STATEMENTS

The following graphic is provided to facilitate the reader’s understanding of the format of the Basic
Financial Statements and their individual components:

Basic
Financial
Statements

MD&A

Fund Financial
Statements

Management’s Discussion
and Analysis (required
supplementary information)

Government-wide
Financial Statements

Notes to the
Financial Statements

The District’s Annual Financial Report consists of the MD&A, the basic financial statements and
accompanying notes, with the primary focus being on the District as a whole. As a special purpose entity
with only one governmental program, GASB allows the District to combine it’s government-wide and
fund financial statements and that is done so here. The Statement of Net Position and the Statement of
Activities are government-wide financial statements that provide both short-term and long-term
information about the District’s overall financial status. The fund financial statements report the
District’s operations in more detail by providing information as to how services are financed in the short-
term, as well as the remaining available resources for future spending. Additionally, the fund financial
statements focus on major funds that, for the District, include the General Fund and the Indigent Care
Fund, rather than fund types. The Fiduciary Fund statements provide financial information for those
activities in which the District acts solely as the trustee or agent for the benefit of others. The
accompanying notes provide essential information that is not disclosed on the face of the financial
statements. Consequently, the notes form an integral part of the District’s basic financial statements.
Other supplemental financial information includes the combining schedules and budget schedules.
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The District has two kinds of funds:

1.)

2)

Government Funds - The accounting for most of the District’s services is included in the
governmental funds. The General Fund, Special Revenue Fund, and Debt Scrvice Fund are
governmental funds that use the modified acerual accounting method which focuses on how cash and
other financial assets that can readily be converted (o cash and the balance at year-end that are
available for futuie spending. Furthermore, under this basis of accounting, changes in net spendable
asscts are normally recognized only to the extent that they arc expected 10 have a near-term impact,
while inflows arc recognized only if they are available to liquidate liabilitics of the current period.
Similarty, futurc outlows are typically recognized only if they represent a depletion of current
financial resources.

Fiduciary Funds - These funds are used to report activity and other resources held puely in a
custodial capacity. The resources accounted for in these funds are excludable from the government-
widc financial statements or columns because these funds are not available (o finance the District's
operations.  Conscquently, the District is responsible for ensuring that these resources are used only
for their intended purpose.  The District has an irrevocable trust originally used for scil-insured
health claims of the then cmployces of the District’s hospital, Memorial Medical Center. The fund
may be used to subsidize the District’s current employees with their health insurance premiums.

Notes to the Financial Statements

The notes provide disclosures and additional information that are essential to a full understanding of the
fmancial information presented in the government-wide and fund financial statements,

Other Information

In addition 1o the basic financial statements and accompanying notes, this report also provides combining
and indivictual fund statements and schedules.
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GOVERNMENT WIDE-FINANCIAL ANALYSIS
Statement ol Net Position (Government-Wide)

The District’s total Net Position was $93.799 million and $111.636 million as of September 30, 2014 and
2013, respectively, a decrease of $17.837 million or 16.0%. Total assets decreased $19.419 million or
16.6% compared to September 30, 2013. The District’s total liabilities decreased $1.592 million or
31.2% compaied 10 Seplember 30, 2013.

TABLE A-1
Nueces County Hospital District Net Position
September 30, 2014 and 2013
{(1nn Theusands)
2014-2013

Assels: 2014 2013 Yariance
Cash and Cash Equivalents 60200 F 100364 3 o3164)
Investments 17,998 0,002 11,996
Other Assels 1,252 1081 171
Camital Assets (Net of Accumulated Depreciation) £.858 9,280 (422)

Total Assels 497,308 116,727 (19.419)

Deferred Qutflows of Resources

Deferred Loss on Refunding Bonds 4 14 (10)

Total Assets and Deferred Qutflows

of Resources 97,312 116,741 (19,429)
Liabilitics:
Accounts Payable 1,452 £.362 1]
Accrued Payrotl and Related Liabilities 131 8O 51
Accrued Inlerest 9 30 (17
Long-Term Liabilities:
Due Within One Yea 1815 1,740 15
Due in More Than Gne Year 97 1,888 (1,791
Total Liabilities 3,514 5,106 (1.592)
Net Position:
Net lnvestment tn Capital Assets 7017 5,137 1,280
Unrestncied 86,742 145,899 {19,117
Total Net Position $ 93799 $ HER3G $ (178370

Financial Analysis

I Fiscal Year 2014, the $19.168 million or 18.0% net decrease in cash and cash cquivalents and
investments combined is the result of an increase in intergovernmental transfer (IGTs) piyments. Other
Assets increased $171 thousand from an increase in certain receivables. The $422 thousand or 4.5%
decrease in Capital Assets (Net of Accumulated Depreciation) mainly relates to depreciation expense.
Accounts Payable increased $90 thousand or 6.6% due to annual fAuctiations in payments ol accrued
county healthcare liabilities. Long Term Liabilities had a $1.716 million or 47.3% net decrease mainly as
the result of payments ol bond deht,
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Please refer to Table A-1 above for details of Chart A-1.1 below relating to the District’s Assets.

CHART A-1.1
District Assets
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Please refer to Table A-1 above for details of Chart A-1.2 below relating to the District’s Liabilities.

CHART A-1.2
District Liabilities
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Statement of Activities (Government-Wide)

TABLE A-2
Changes in Nueces County Hospital District Net Position
Years Ended September 30, 2014 and 2013

(In Thousands)
2014-2013
014 2013 Variance
Revenues:
Property Taxes and Penalties and Interest $ 32,367 § 32,258 3 109
Spohn Corporate Membership Revenue 26,674 90,204 3 (63,530)
Investment Income 100 83 17
Tobacco Proceeds 607 657 (50)
Other 117 3,380 (3,263)
Total Revenues 59,865 126,582 (66,717)
Expenses:
General Government 2,388 1,999 389
Health 74,719 50,249 24,470
Depreciation 447 495 (48)
Total Expenses 77,554 52,743 24,811
Debt Service-
Interest and Fiscal Charges 137 218 (81)
Excess of Revenues Over
(Under) Expenditures (17,826) 73,621 (91,447)
Special Item-
Loss on Write off of Hospital Receivable -- (15,118) 15,118
Net Change in Net Position (17,826) 58,503 (76,329)
Net Position, Beginning of Year 111,625 53,122 58,503
NET POSITION, END OF YEAR 3 93,799 § 111,625 $ (17,826)
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Please refer to Table A-2 above for details of Chart A-2.1 below relating to the District’s Revenues.

CHART A-2.1
District Revenues
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Please refer to Table A-2 above for details of Chart A-2.2 below relating to the District’s Expenses.

CHART A-2.2
District Expenses
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FINANCIAL ANALYSIS

Revenues

In Fiscal Year 2014, the District’s total revenues decreased $66.717 million or 52.7% compared to the
prior fiscal year. There were four principal sources of revenue for the District. The first and historical
source of revenue is from taxes levied on Nueces County property owners based on assessed valuations.
These ad valorem tax revenues increased by $109 thousand or 0.3% and accounted for 54.1% of total
revenues compared to 25.5% in the prior fiscal year. The District’s tax rate during Fiscal Year 2014
decreased to the effective tax rate of $0.148077 per $100 valuation. Property valuations increased by
$1.98 billion or 9.9%. The second primary source is from the Membership Agreement with Spohn which
accounted for $26.674 million and 44.6% of total revenue. See Note 3 for an outline of the Membership
Agreement. The third source is investment income which increased $17 thousand or 20.4% due to a
slightly higher yield on investments. The fourth source is Tobacco Settlement reimbursements from the
State of Texas' tobacco litigation which decreased by $50 thousand or 7.6% compared to prior fiscal year.
Additional revenue proceeds which mostly include the auctioning of surplus equipment, donations, and
reimbursements from other local government entities had a decrease of $3.263 million from prior fiscal
year or 96.5%.

TABLE A-3
Net Cost of Selected District Functions
{In Thousands)
2014-2013
2014 2013 Variance
Eligibility 5 1,866 $ 2,082 3 (216)
Intergovernmental Transfers (1GT) 67,756 42,659 25,097
County Healthcare Expenditures 5,097 5,508 (411)
Administration and General 2,388 1,999 389
Depreciation 447 405 48)
TOTAL b3 77,554 $ 52,743 $ 243811
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Expenditures

The primary expenditures of the District’s functions in Fiscal Year 2014 increased $24.811 million or
47.0% compared to the prior fiscal year. Health expenses include county healthcare expenditures and
Intergovernmental Transfers. Using a combination of tax and Membership Agreement-related revenues,
the District makes voluntary intergovernmental transfers to the State for benefit of various regional health
care providers who provide indigent healthcare. The intergovernmental transfers draw down additional
federal funds based on the Providers’ achievement of Waiver-related project metrics and milestones, and
their provision of uncompensated care. This cost totaled $67.756 million in Fiscal Year 2014 and
represented 87.4% of all functional expenditures. The second largest amount of cost is $5.097 million for
county healthcare expenditures which relates to the District’s support of other healthcare services in the
County. The District directly or indirectly pays for non-indigent healthcare-related service costs that were
paid by Nueces County in earlier years. These costs include expenses such as county jail and juvenile
detention center healthcare services, reimbursement of operating expenditures at the City/County Public
{{ealth Department, match and other subsidies for the local Behavioral Health Center of Nueces County
and costs associated with operation of the County Jail’s infirmary. This cost decreased $411 thousand or
7.5% in Fiscal Year 2014 compared to the prior fiscal year. County healthcare expenditure costs
represented 6.6% of all the District’s net costs in fiscal year 2014 compared to 10.4% in the prior fiscal
year. The two other costs of the District were Administrative and General and Eligibility costs.
Collectively, these costs increased $173 thousand or 4.2% during Fiscal Year 2014 compared to the prior
fiscal year. The incremental costs incurred were primarily the result of additional Waiver workload on
the District who serves as the State-designated Anchor for Region 4 formed by the State under the Waiver
and costs associated with reviewing Spohn proposals relating to future use of Spohn Memorial Hospital
and its campus. In addition, major costs in this category were legal fees, consulting fees, rents, supplies,
purchased services, and salaries and benefits. Administrative and general costs represented 3.1% of all net
costs in Fiscal Year 2014 compared to 3.8% in the prior fiscal year. Eligibility costs represented 2.4% of
all net costs in Fiscal Year 2014 compared to 3.9% in the prior fiscal year. Please refer to Table A-3
above for details of Chart A-3 below relating to the District’s net cost of selected functions.
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CHART A-3
Expenditures of Selected District Functions
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General Fund Budgetary Highlights
Expectations for the District’s general fund budget were surpassed during Fiscal Year 2014.
Revenues

Revenues exceeded budget by $1.286 million. The excess is primarily attributed to revenue resulted from
the Membership Agreement, which had an excess of $1.356 million. The excess is due to the use of an
estimate of the Membership Agreement’s initial revenue sharing allocation percentage between the
District and Spohn when the Fiscal Year 2014 budget was developed. $747.6 thousand of the revenue
excess was related to the collections of ad valorem taxes, penalties and interest. Investment income
exceeded budget by $1.3 thousand. Finally, the District’s budgeted $1 million payment from the State for
the District’s performance as the Region 4 Anchor for Fiscal Year 2014 did not occur but is expected to
be received in the subsequent year.

Expenditures

Expenditures were less than budget by $43.984 million. Of the expenditures less than budget, $44.230
million was associated with State delays in requesting Waiver-related intergovernmental transfers from
the District. At the time the Fiscal Year 2014 budget was adopted, the State had not adopted
administrative rules that established a reliable timetable for the intergovernmental transfers. Personal
services were less than budget by $116.7 thousand due to the increased utilization of the District’s paid-
time-off accrued liability and less than maximum participation of certain benefit programs. City and
County services were over budget by $343.7 thousand mainly due to a reclassification of expense from
Intergovernmental Transfers which was underutilized. The Other category which includes office lease and
administrative expenditures ended under budget by $13.3 thousand. Contractual Services were over
budget this year by $55.8 thousand mainly due to increased usage of legal and consultant fees for the
review of the repurposing of Spohn Memorial Hospital campus.
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CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The District had $8.858 million in net capital assets at the end of September 30, 2014. The breakdown of
the capital assets is as follows:

TABLE A-4
Nueces County Hospital District's Capital Assets
{In Thousands)

2014-2013

2014 2013 Variance

Land 5 3,077 5 3,077 3 -~
Buildings and Improvements 28,073 28,073 -
Equipment 1,324 1,306 18
Total 32,474 32,456 18

Less: Accumulated Depreciation 23,616 23,176 440
NET CAPITAL ASSETS $ 8858 $ 9,280 5 (422)

Under terms of the Membership Agreement, The District contributed the use of Memorial Medical Center
(MMC) buildings and equipment to Spohn; and Spohn is responsible for maintaining the buildings and
equipment, and the purchase of any medical and other equipment needed during the Agreement’s term.
The Agreement requires that Spohn spend an average of $6 million per year on upkeep of the buildings
and equipment. Please refer to Note 7 - Capital Assets of the Financial Statements for more details on
capital assets.

During Fiscal Year 2014, the District held surplus auctions to dispose of equipment no longer needed.
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Please refer to Table A-4 above for details of Chart A-4 below relating to the District’s Capital Assets.

CHART A4
District Capital Assets
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TABLE A-5
Nucces County Hospital District's Long-Term Debt
{In Thousands)
2014-2013
201 2013 Variance
Bonds Payable $ 1815 3 354 $ (1,726)
Accrued Paid Time Off 97 73 24
NET LONG-TERM
DEBT $ 1,912 § 3614 ($1,702)

The bonds payable matures on July 1, 2015. One last year of interest rates associated with the District’s
long-term bond debt is 4.1% (2015). The bonds are secured and payable from a continuing direct annual
ad valorem tax levied on all taxable property located within Nueces County. The District’s sole bond

indebtedness is the Limited Tax Refunding Bonds, Series 2003.

Please refer to Note 9 - Long-Term Obligations of the Financial Statements for more information on the

District’s debt.
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Economic Factors, Next Year’s Budget, Tax Rates and Property Valuations, and Financial
Planning

Economic Factors

State budget prioritics may alter funding, services, or eligibility for its Medicaid program which could
affect enroliments in the District’s indigent health care program. Texas has the highest hcalth care
uninsured rate in the nation and the County’s rate is among the highest in the State. The benefits of the
Patient Protection and Affordable Care Act (P.L. [11-148) and the Health Care and Education
Reconciliation Act of 2010 (P.L. 111-152) legislation that was intended 1o reduce the number of health
carc uninsured persons and expand Medicaid has not yet been realized in Texas; during the forthcoming
District fiscal year this may affect the number of persons envolled in the District’s indigent hcalth care
program.

Next Year's Budget

For the District’s forthcoming fiscal year ending September 30, 2015, the District’s Board of Managers
and County Commissioners Court approved a District operating budget whercin expenditures exceed
revenues by $41.040 mittion. The deficit is planned. The deficit is also attributable to the transfer of
intergovernmental Tunds for the Waiver delayed by the State in the prior fiscal year, thus requiring
mcreased amounts of intergovernmental funds to be transferied to the State in support of the Waiver and a
budgeted reduction in the revenue from the Membership Agreement. Pleasc reler to Note 11 on
intergovernmental transfers and Note 12 on committed fund balance.

Tax Raies and Property Valuations

The property valuations for the District’s forthcoming fiscal year ending September 30, 2015 are $23.783
biltion, an increase of 8.34% from the prior year. To offsct this increase, County Commissioners Court
has decreased the District’s tax rate for the Fiscal Year 2014 budget to $0.137455 per $100 valuation,
which is the cffective tax rate. The fiscal year ending September 30, 2015 budget estimates total tax
revenues of $31.595 million, an increase of $100.7 thousand or 0.32% over Fiscal Year 2014. Although
the District realized an increase in property valuations lor fiscal year cnding September 30. 2015,
subscquent valuations will likely be less. The District expeets minimal tax base cxpansion and minimal
increases in property values in subscquent fiscal periods.

Financial Planning

The District is required by law to provide certain State-mandated medical aid and hospital carc services to
indigent residents of the County using locally-generated funds. In recent years, the District has used a
combination of lax revenues and committed funds in the Indigent Care Fund to fund this obligation. The
District has also used its committed funds to fund certain County healtheare related functions previously
paid by the County. In future years, the District anticipates lessening its reliance on commitied [unds.
The District docs not receive State or Federal funding for indigent healll care. However, the District
expects to continue reeeiving Federal funds annually for serving as the State-designated Anchor Entity for
thc Regional Healthcare Partnership, Region 4 formed by the Statc under the Waiver. The District
assumes that the Membership Agreement’s revenue sharing altlocation percentage between the District
and Spohn will be sulficient in the future to support the Disirict’s goals.
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CONTACTING DISTRICT MANAGEMENT

These District financial statements are designed to provide our citizens, taxpayers, elected officials,
tnvestors, creditors, and others with a general overview of the District’s financial position and results of
operations, to demonstrate the District’s accountability for the tax and other funds it receives, and show
use of the District’s expenditures. Questions concerning any of the information contained in these
statements or requests for additional statement information can be direcled to the District at:

Nueces County Hospital District
Administrative Offices
355 N. Carancahua St., Suite 950
Corpus Christi, TX 78401-0835
Telephone: 361-808-3300
Facsimile: 361-808-3274
hup://www.nchdec.org/contact.cfm

[NISTORICAL AUDITED FINANCIAL STATEMENTS

Recent historical audited Financial statements of the District are available via the Internet and can be
viewed or downtoaded in Portable Document Format lrom www.nchdec.org/financial.cfm.
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NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

GOVERNMENTAL FUNDS BALANCE SHEET / STATEMENT OF NET POSITION

ASSETS

Cash and Cash Equivalents (Notc 4)

Investiments (Nole 4)

Accrucd Interest

Taxes Recetvable Net OF Allowance lor
Uncollectibles (Note 6):

Other Receivables

Prepaid Expenditures

Land (Note 7)

Other Capital Assets, net of Accumulated
Depreciation (Note 7)

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Delerred Loss on Relunding Bonds

TOTAL ASSETS AND DEFERRED
QUTFLOWS OF RESOURCES

SEPTEMBER 38, 2014
INDIGENT NONMAJOR
CARE GOVERNMENTAL
GENERAL FUND FUNDS
57,556,750 11,168,141 474 897
178 17,997,429 a
I 35.473
987,579 -
#8.659
141,409 -
58.774,576 29,201,043 474,897
58,774,576 29.201,043 474,897

Nueces County Hospital District
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Exhibit |

GOVERNMENTAL
FUNDS ADJUSTMENTS STATEMENT
TOTAL EXHIBIT 2 OF NET POSITION

69.199,788 69.199.788
17,997,607 ‘ 17,997,607
15474 : 35.474
YR7.579 987,579
88,659 88,659
(41.409 : 141,400
3.076.926 3.076.926

. 5,780,865 5,780,865
88.450.516 8.857.791 97,308,307
. 4,351 4,351
88.450.516 8,862,142 97.312.658

{(Continued)

Nueces County Hospital District
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NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

GOVERNMENTAL FUNDS BALANCE SHEET / STATEMENT OF NET POSITION

SEPTEMBER 30, 2014

INDIGENT NONMAJOR
CARE GOVERNMENTAL
GENERAL FUND FFUNDS
LIABILITIES
Accounts Payablc 1,451,592 .=
Accrued Payroll and Related Liabilities 131,115 - -
Accrued Interest - 18,0004
Uncarned Revenue 9§7.57v --
Long-term Liabilitics (Note 9):
Duec Within Onc Year - -
Due in Morc Than One Year == -- -
TOTAL LIABILITIES 2,570,680 18,604
FUND EQUITY/NET POSITION
Fund Batances:
Nonspendable 141,400 -
Commilted to: (Note 12)
Intergovernmental Translers 45,082,776 -
Indigent Care 29.200.043
Assigned 1o:
Debt Service 456,172
County Health Care - 121
Unassigned 10,979,705 - -
Total Fund Equity 56,203,890 29,201,043 456,293
TOTAL LIABILITIES AND
FUND EQUITY 58,774,576 29,201,043 474,897

Net Position:
Nel Investment in Capital Assets
Unrestricted

TOTAL NET POSITION

The notes 1o the financial statements are an integral part of this statement.

Nueces County Hospital District
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Exhibit {

Continued
GOVERNMENTAL
FUNDS ADJIUSTMENTS STATEMENT
TOTAL EXIIBIT 2 OF NET POSITION
1.451,992 1,451,992
131115 - 131,115
18.604 - 18.604
O87.579 {987.579)
1B 15,000 [.815.600
- 30,904 96,904
2.589.290 024,325 3.513.645
141,409 (141.409)
45.082.776 (45.082.770)
29,201.043 (24.201.043)
456,172 (456.172)
121 (20 .
10,979,705 (10,979,705)
R5.801.220 (B5.801.220) i
BR.450.516
7.017,124 7.017.124
86,781,919 86,781,919
93,799,043 93,799,043

Nueces County Hospital District
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NUECLES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

EXI'LANATIONS FOR ADJUSTMENTS TO RECONCILE
GOVERNMENTAL FUNIS - BALANCE SHEET 10O THE STATEMENT OF NET I'OSITION

Total Fund Balance - Total Governmental Funds

Amounts reported for governmental activilies in the statement of net position are different because:
Captal assets used in govermnental achivities are not current financial resources and, therefore,
are nul reported in the governmental funcds. The cost of the assels is $32.474.162 and the

accumulatedd depreciation is $23.616.371 (Note 7)

Taxes receivable, net of allowince is not available 1o pay for current period expenditures and is.
iherelore, delerred in the governmental Tunds. (Note 8)

Lang-Term Labilitics. including bonds payable unamortized premium and acersed paid time off, are
not due and payable in the current period and, therelore, are not reported in the funds. (Noie 9)

Delerred loss on refunding

NET POSITION

The notes o the tinancial statements are an integral part of Lhis statcment,

Nueces County Hospital District
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85.861,226

8.857,791

987.57Y

(1.911.904)

4,351

93.799.043
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NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECKS COUNTY, TEXAS)

STATEMENT OF GOVERNMENTAL FUND REVENUES., EXPENDITURES
AND CHANGES IN FUND BALANCES/STATEMENT OF ACTIVITIES

YEAR ENDED SEPTEMBER 30 2014

INDIGENT NONMA JOR
CARE GOVERNMENTAL
GENERAL FUND FUNDS
Revenues:
Taxes 31,937,735 -- -
Penaluies and Interest - Taxes 369,079 - -
Spoha Corporate Membership Revenue 26,673,803 = -
hvestment Income 26,156 73,816 320}
Tobacco Settlement -- - 607,467
Other 117,137 - -
Total Revenue 59,123,042 73,816 607,787
Expenditures:
Current:
General Government 2,364,155 -- -
Health 74,718,675 - -
Depreciation - - -
Capital Outlay 25,837 -
Total Current 77,108,667 -
Delt Service:
Principal Payments - - 1,740,000
Interest and Fiscal Charges -- - 126,617
Payment to Escrow Agent -- - 30
Tatal Debt Service - . 1LR6OVIT
Total Expenditures 77,108,667 - 1866917
Excess (Deficiency) of Revenues
Over (Under) Expenditures (17,984,755) 73,816 (1,259,13)
Other Financing Sources (Uses):
Transfers In (Note 13) 608,000 2,000,000 {885,362
Transfers Qut (Note 13) (3,885,362) -- (608,000)
Total Other Financing Sources (Uses) (3,277,362} 2,000,000 1,277,362
Net Change in Fund Balance (21,262,117 2,073,816 18,232
Fund Balance/Net Position, Beginning of Year 77,466,007 27,127,227 438,061
FUND BALANCE/NET POSITION, END OF YEAR 56,203,890 29,201,043 456,293

The notes to the Hinancial statements are an integral part of this statement,
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Exhibit 3

GOVERNMENTAL
FUNDS ADJUSTMENTS STATEMENT
TOTAL EXHIBIT 4 OF NET POSITION
31,937,735 59,868 31,997,603
369,079 - 369,079
26,673,805 - 26,673,805
100,292 -- 100,292
607,467 - 607,467
117,137 (410) 116,727
59,805,515 59,458 59,864,973
2,364,155 23,767 2,387.922
74,718,675 74,718,675
- 447,398 447,398
25,837 (25,837) --
TTI08.667 445,328 77.553.995
1,740,000 (1,740,000) -
126,617 9,952 136,569
300 - 300
1,866,917 (1,730,048) 136,869
78,975,584 (1,284,720 77,690,864
(19.170,069) 1,344,178 (17,825,891)
4.493.362 (4,493,362) -
(4,493,362) 4,493,362 --
(19.170,069) 1,344,178 (17,825,891
105,031,295 6,593.639 11,624,934
85,801,220 7937817 93,799,043
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Exhibit 4
NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY. TEXAS)

EXPLANATIONS FOR ADJUSTMENTS TO RECONCILE
GOVERNMENTAL FUNDS - STATEMENT OF REVENUES, EXPENDITURES. AND
CHANGES IN FUND BALANCE TO THE STATEMENT OF ACTIVITIES

Net Change in Fund Balances - Total Governmental Funds (19,170,069)

Amounts reported for governmental activities in the statement of net position are
different becausc:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities, the cost of capital assets is allocated over their estimated useful lives an
reported as depreciation expense. This is the amount by which depreciation of $447,398
was less than capital outlays ot $25,837 and gain on disposal of $410 in the
current period. (Note 7) 421,971

Repayiment of bond principal is an expenditure in the governmental funds. but the

repayment reduces long-term liabilities in the statement of net position. This is

repaymenis for the year. (Noic 9) 1,740,000
Amortization of deferred loss on refunding amounted to $9,872 and bond premium of $8( (9,952)
Revenues from uncollected taxes that do not provide current financial resources

are included in the statement of activities and not reporied

as revenues in the governmental funds. 59,868

CHANGE IN NET POSITION (17,825,891)

The notes Lo the financial statements are an integral part of this statement.
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NUECES COUNTY HOSPITAL DISTRICT

{A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

Exhibit 5

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET (GAAP BASIS) AND ACTUAL

YEAR ENDED SEPTEMBER 30, 2014

Revenues:
Taxes
Penaltics and Intcrest - Taxes
Spohn Corporaic Membership Revenue
Investiment Income
Other
Total Revenues

Expendilures:
Current;
General Governient
Health
Capital Qutlay
Total Current Expenditures

Excess ol Revenues Over Expenditures
Other Financing Sources (Uses):
Translers In
Transfers Owt
Taotal Other Financing Souwrces
Net Change in Fund Balance

Fund Balance, Beginning ol Year

FUND BALANCE, END OF YEAR

ORIGINAL ACTUAL VARIANCE
AND FINAL GAAP FAVORABLE
BUDGET BASIS (UNFAVORABLE)
31,190,130 3LY37.735 747,605
305,038 369.079 04,041
25,317,500 26.673.805 1,356,305
24,8062 26,156 1.294
1,000,000 117,137 {BR2.863)
57.837.530 59.123.912 1.280,382
2,177,391 2,364,155 (18G.704)
118,881,140 74,718,675 44,162,465
35,000 25,837 9.163
121,093,531 77,108,667 43,984,804
(63,256,001} (17.984,755) 45,271.246
500,000 GOB.000 108040
(2,996,162) (3.885,362) (889.000)
(2,496,362) (3,277.362) (78 1,000)
(05,752,363) (21,262,117) 44,490,246
77466007
56,203,890

The notes to the financial statements are an integral part of this statement.
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Exhibit 6
NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY. TEXAS)

INDIGENT CARE FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP BASIS) AND ACTUAL

YEAR ENDED SEPTEMBER 30, 2014

ORIGINAL ACTUAL VARIANCE
AND FINAL GAAP FAVORABLE
BUDGET BASIS (UNFAVORABLE)
Revenues -
Investment Tncome 21,778 73816 52,038
Other Financing Sources -
Translers In 1111000 2,000,000 889,000
Total Other Financing Sources (111,000 2,000,000 889,000
Net Change in Fund Balance [,132,778 2.073,816 941,038
Fund Balance. Beginning of Year 27,127,227
FUND BALANCE, END OF YEAR 29,201,043

The notes 1o the financial statements are an integral part of this statement.
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Exhibit 7-A
NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

FIDUCIARY FUNDS

STATEMENT OF NET POSITION

SEPTEMBER 30, 2014

HEALTH BENEFIT

PLAN AND TRUST
FUND

ASSETS

Cash and Cash Equivalents (Note 3) 357,485

Prepaid Insurance 529

Accrued Interest 3

Total Assels 358,017

LIABILITIES

Due to General Fund 5,592
NET POSITION

Held in Trust for Employee Health Benefits 352,425

The notes to the {inuncial statements are an integral part of this statement,
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Exhibit 7-B
NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

FIDUCIARY FUNDS

STATEMENT OF CHANGES IN NET POSITION

YEAR ENDED SEPTEMBER 30, 2014

HEALTH BENEFIT

PLAN AND TRUST
FUND
ADDITIONS
Interest 49
DEDUCTIONS
Lepal & Professional Fees 6,855
Total Decluctions 6,855
Net Decrease (6,8006)
Nel Position, Beginning of Year 359,231
NET POSITION, END OF YEAR 352,425

The notes to the financial statements are an integral part of this statement.
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NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

NOTES TO BASIC FINANCIAL STATEMENTS

SEPTEMBER 30, 2014

Note | = REPORTING ENTITY

Nueces County Hospital District (the District), a discretely presented component unit of
Nueces County, Texas (the County), was created by an Act of the Legislature of the State of Texas
and subsequently approved by the voters of Nueces County, Texas. The District is constitutionally
responsible for furnishing medical and hospital care for indigent and needy persons residing in
Nueces County.

The District is presented as a discrete component unit of Nueces County, Texas. The District
is legally separate from the County, however, members of the Dislrict’s governing board (the Board)
are appointed by the County Commissioners’ Court. Although the County neither provides funding
to the District, nor holds title to any of the District’s assets, nor has any rights to any surpluses of the
District, the Commissioners” Court does approve the District’s tax rate and annual budget as required
by state law,

Beginning in 1996, Christus Spohn Health System (Spohn) leased the District’s hospital,
Memorial Medical Center (MMC), and its satellite clinics and was responsible for their operations.
The lease called for payments to be made over 30 years at which point the operating responsibility of
MMC reverts back to the District unless such agreement is extended. As more fully explained in Note
3, effective October I, 2012 the District's previous agreement with Spoln was renegotiated and the
relationship between the District and Spohn is now governed by the Membership Agreement
described in Note 3. The subsequent changes were effective for the entire fiscal year and the District
now contributes the use of MMC to Spohn and Spohn is responsible for maintaining MMC in return
for a share of net patient revenue.

The District’s primary mission is to coordinate with Spoln in making available high quality,
accessible and cost effective hospital and healthcare services to the indigent and needy residents of
Nueces County, consistent with statutory requirements and available resources.

The District has no component units as defined by Governmental Accounting Standards
Board. Although the District and County Commissioners’ Court appoint three of the members of the
Board of Trustees of Spohn as part of the Membership Agreement between the two parties, Spohn
does not qualify as a component unit. The District does not approve the budget of Spohn, nor have
any rights to surpluses of Spohn. However, under the new Membership Agreement with Spohn, in
exchange for the rent free use of MMC the District shares in a portion of Spohn's patient revenue as
defined in the agreement.

Additionally, the District serves as the Region 4 Anchor and funds voluntary
intergovernmental transfers (IGTs) for certain healthcare providers under the Texas Health and
Human Services Commission’s Medicaid Section |15 Demonstration Waiver, (the "Waiver"). This
allows Spohn and other Region 4 healthcare providers to participate in supplemental Medicaid
funding under the Waiver program.
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Note 2 - SIGNIFICANT ACCOUNTING POLICIES - (Continuation)

The District is a special purpose government engaged in a single governmental program,
GASB allows the District to combine the required fund financial statements and government-wide
statements.

A. Basic Financial Statements

The Basic financial statements include combined government-wide (based on the District as a
whole) and fund financial statements.

The Government-wide statements are included in the combined statements of Exhibit | and 3
as the Statement of Net Position and Statement of Activities Column. The povernment-wide
statements focus more on the substantiality of the District as an entity and the change in aggregate
financial position resulting from the activities of the fiscal period.

The fund financial statements emphasis is on the major funds which for the District are the
general fund and the indigent care fund. Non-major funds are summarized into a single column.

The governmental funds statements in the fund financial statements are presented on a current
financial resource and modified accrual basis of accounting. This is the manner in which these funds
are normally budgeted. This presentation is deemed most appropriate to (1) demonstrate legal and
covenant compliance, (2) demonstrate the source and use of liquid resources, and (3) demonstrate
how the District’s actual experience conforms to the budget or fiscal plan. Since the governmental
fund statements are presented on a different measurement focus and basis of accounting than the
government-wide statements reconciliation is presented in Exhibit 2 and 4 which briefly explains the
adjustment necessary to transform the fund based financial statements columns into the government-
wide presentation called the statement of net assets and statement of activities column,

The District’s fiduciary fund is presented in the basic financial statement as separate
statements. Since by definition these assets are being held for the benefit of a thirty party (employees
and former employees) and cannot be used to finance activities or obligations of the government,
these funds are not incorporated into the government-wide statements.

B. Basis of Presentation

The financial transactions of the District are recorded in individual funds. Each fund is
accounted for by providing a separate set of self-balancing accounts that comprise its assets,
liabilities, fund cquity, revenues and expenditures/expenses. The various funds are reported by
generic classification within the financial statements. The various funds are reported by generic
classification within the financial statements. The criteria used to determine if a governmental fund
should be reported as a major fund are as follows: the total assets, liabilities, revenues or expenditures
of that governmental fund are at least 10% of the corresponding element total for all governmental
funds. The non-major funds are combined in a single column in the fund financial statement. The
District reports the following major funds:

General Fund - The General Fund is the primary operating fund of the District. It is used to
account for all financial resources, except those required to be accounted for in another fund.

Indigent Care Fund - Special Revenue Funds are used to account for the proceeds of
specific revenue sources (other than expendable trusts or major capital projects) that are
legally or contractually committed to expenditures for specific purposes. They also are used
lo account for funds that are committed by the Board to be spent for specific purposes.
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Note 2 — SIGNIFICANT ACCOUNTING POLICIES - (Continuation)
Additionally, the District reports the following fund type:

Fiduciary Funds — Fiduciary funds are used to account for assets held by the District in a
trustee or agency capacity for individuals, private organizations, other governments or funds.
These assets are held under the terms of a formal trust agreement. The District has the
following fiduciary fund type:

Expendable Trust Fund — An expendable trust fund is used to account for the
Health Benefit Plan and Trust. Funds are used to offset employee health insurance
premiums. The District is not under an obligation to maintain the trust principal.

C. Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing of
measurements made, regardless of the measurement focus applied. The government-wide financial
statements and the fiduciary fund statements are presented on an accrual basis of accounting. The
governmental funds in the funds financial statements are presented on a modified accrual basis.

Accrual
Revenues are recognized when earned and expenses are recognized when incurred.
Modified Accrual

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting. Under the
modifted accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when
they become measurable and available). “Measurable” means the amount of the transaction can be
determined and “available” means collectible within the current period or soon enough thereafter 10
pay liabilities of the current period.

The District considers property tax revenues available if they are collected within sixty days
after year-end. Penalties, interest, and miscellaneous revenues are recorded when received in cash
because they are generally not measurable until actually received. Spohn corporate membership
revenue and interest income are accrued, when their receipt occurs soon enough after the end of the
accounting period to be both measurable and available.

Expenditures are generally recognized under the modified accrual basis of accounting when
the related fund liability is incurred. However, debt service expenditures, except interest payable
accrued at the debt issuance date for which cash is received with the debt proceeds, as well as
expenditures related to accumulated unpaid paid time off benefits which are recognized when paid.
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Note 2 - SIGNIFICANT ACCOUNTING POLICIES — (Continuation)

D. Budgets and Budgetary Accounting

The Board adopts an annual budget for all funds. The annual budget and revisions must be
approved by the Board of Managers and then the County Commissioners Court.

E. Cash and Cash Equivalents

Cash and Cash Equivalents include currency on hand, demand deposits with banks and
amounts included in pooled cash or liquid investments with a maturity of three months or less when
purchased.

F. Investments

Statutes give the District the authority to invest its funds in obligations of the United States;
direct obligations of the state of Texas; other obligations guaranteed or insured by the state of Texas
or the United States; obligations of states, agencies, counties, or cities of any state that have been
rated not less than one or its equivalent by a nationally recognized investment firm; certificates of
deposit guaranteed insured or secured by approved obligations; certain commercial paper; fully
collateralized repurchase agreements, and Securities & Exchange Commission-registered, no-load
money market mutual funds whose assets consist exclusively of approved obligations.

G. Receivables and Payables

Amounts reported in the fund financial statements as interfund receivables and payables are
eliminated in the government-wide statement of net assets column of the combined financial
statements. Tax receivables are shown net of an allowance for uncollectibles. The property tax
receivable allowance is equal to 3% of the annual tax levy. IGTs are not accrued because they cannot
be reasonably estimated and are not legal obligations of the District.

H. Capital Assets

All fixed assets are valued at historical cost if purchased or constructed. Donated fixed assets
are valued at their estimated fair value on the date donated. Additions, improvements and other
capual outlays that significantly extend the useful life of an asset are capitalized. Other cost incurred
for repairs and maintenance are expensed as incurred. Depreciation on capital assets is calculated on
the straight line basis over the following estimated useful lives:

LIFE IN
ASSETS YEARS
Building and Improvements 20-40
Funiture and Equipment 10
Computer Equipment 5
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Note 2 — SIGNIFICANT ACCOUNTING POLICIES - (Continuation)
L Compensated Absences

District employees earn paid time off and sick leave. Paid time off accumulates from year to
year up to a maximum of two years accrual. Semi-annually, employees can elect to be paid in lieu of
utilizing paid time off at a rate of 80% of time earned. Sick leave accumulates up to a maximum of
1,440 hours. Upon termination of employment, employees may receive pay for their unused paid
time off. Sick leave is not convertible to paid time off or additional pay. The cost of paid time off is
recognized when earned by employees.

I Employee Benefit Plans

The District has a 403(b) tax sheltered annuity retirement plan and a deferred compensation
plan as described in Note 14. The assets, liabilities, fund equity and operations of this plan are not
presented on the District’s financial statements as both plans are independently administrated.

K. Fund Balance Classifications

The nonspendable fund balance includes the portion of net resources that cannot be spent
because of their form or because they must be maintained intact. For the District, resources not in
spendable form include prepaid items.

The commitied fund balance includes spendable net resources that can only be used for
specific purposes pursuant to constraints imposed by a formal vote of the Board of Managers no later
than the close of the fiscal year. Those constraints remain binding unless removed or changed in the
same manner employed to previously commit those resources.

The assigned fund balance includes amounts that are constrained by the District’s intent to use
funds for specific purposes, but are neither restricted nor committed. Such intent should be expressed
by the Board of Managers to assign amounts to be used. Constraints imposed on the use of assigned
amounts can be removed with no formal Board action. The residual fund balance that is not
committed in governmental funds; except the General Fund, is assigned.

The unassigned fund balance represents the spendable net resources that have not been
restricted, committed, or assigned to specific purposes.

For the classification of Governmental Fund balances, the District considers an expenditure to
be made from the most restrictive first when more than one classification is available.

L. RECENT ACCOUNTING PRONOUNCEMENTS

GASB 65 — Items Previously Reported as Assets and Liabilities establishes accounting and
financial reporting standards that reclassify, as deferred outflows of resources or deferred inflows of
resource, certain items that were previously reported as assets and liabilities.

The Statement also provides other financial reporting guidance related to the impact of the
financial statement elements deferred outflows of resources and deferred inflows of resources, such as
changes in the determination of the major fund calculations and limiting the use of the term deferred
in financial statement presentations.
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Note 2 ~ SIGNIFICANT ACCOUNTING POLICIES — {Continuation)

Nole 3 -

For current refunding and advance refunding resulting in defeasance of debt reported by
governmental activities, the difference between the reacquisition price and the net carrying amount of
the old debt should be reported as a deferred outflow of resources or a deferred inflow of resources
and recognized as a component of interest expense in a systematic and rational manner over the
remaining life of the old debt or the life of the new debt, whichever is shorter.

The Statement establishes standards of accounting and financial reporting for debt issuance
costs. Debt issuance costs include all cost incurred to issue the bonds, including but not limited to
insurance costs (net of rebates from the old debt, if any), financing costs (such as rating agency fees),
and other related cost (such as printing, legal, administrative, and trustee expenses). Debt issuance
costs, except prepaid insurance costs, should be recognized as an expense in the period incurred.

GASB 65 was implemented in the year ended September 30, 2014. Deferred charges on
refunding of $4,351 have been reclassified as a deferred outflow of resources. Also a prior period
adjustment of $10,996 was made to remove previously capitalized debt issuance costs and debt
issuance costs will be expensed in the future.

SPOIMN MEMBERSHIP AGREEMENT

Effective as of October 1, 2012, the District and Spohn completed the renegotiation of their
relationship first entered into in 1996 to amend and terminate the existing Master Agreement, Lease
Agreement, and Indigent Care Agreement, and entered into a Spohn Membership Agreement to
establish a structure for the joint membership of Spohn with the District. The Spohn Membership
Agreement includes (1) provisions stipulating the parameters for the healthcare services that Spohn
will continue to provide to the Nueces County indigent residents during the term of the Spohn
Membership Agreement, without payment by the District to Spohn for such services, (2) operative
provisions and parameters for Spohn’s continued use of the District's Memorial Medical Center
facilities and satellite clinics during the term of the Spohn Membership Agreement in a manner
consistent with the substantive and maintenance provisions in the former Lease Agreement, without
payment of rent by Spohn to the District for such use, and (3) a Spohn net patient revenue allocation
and sharing arrangement between Spohn and the District, the amount of which is determined each
year prior to October |.

The agreement serves multiple purposes including to facilitate (1) continued provision of
indigent health care services in Nueces County, (2) Spohn's and other Region 4 healthcare providers'
ability to participate in Medicaid supplemental funding under the Waiver based on the providers’
achievemnent of Waiver-related project metrics and milestones and their provision of uncompensated
care, to the benefit of the Nueces County indigent residents served by the District and (3) the
District's ability to serve as the Region 4 Anchor under the Waiver.
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Note 3- SPOHN MEMBERSHIP AGREEMENT - (Continuation)
Annual Member Revenue Allocation

Each year under the Membership Agreement, Spohn and the District confer regarding the
support necessary for the operations of Spoln over the ensuing fiscal year starting October I. Spohn
prepares a budget that contemplates any modifications or additions in cost to provide healthcare
services at MMC and the Satellite Clinics. Upon review of the Spohn budget, economic resources of
Spohn and the Members and other factors, Spohn and the District agree on a "Specified Annual
Percentage”, (as defined in the agreement), of Spohn's net patient revenue that the District will
receive. Based on this year's estimate the District budgeted $25,317,500 and received $26,673,805 in
member revenues for the year ended September 30, 2014.

According to management, estimating the Specified Annual Percentage for membership
revenue sharing is difficult due to the number of changing factors in the health care system that affect
costs, as well as, revenues. Management intends to adjust the membership revenue sharing
"Specified Annual Percentage” annually according to the Spohn Membership Agreement.

Note 4 - CASH AND INVESTMENTS

The District’s investment policies and types of investments are governed by the Texas Public

Funds Investment Act (“PFIA”). The District’s management believes that it has complied with the

requirements of the PFIA and the District’s investment policies. At September 30, 2014, the District

segmented time distribution analysis of the portfolio by market sector is as follows, including the
Health Benefit Trust:

INVESTMENT MATURITIES IN YEARS

FAIR LESS THAN ONE TO THREE
VALUE ONE YEAR YEEARS
Cash and Equivalents:
Collateralized Bank Accounts BBO,152 880,152 -
Money Market Mutual Funds 357,485 357,485 --
Petty Cash 150 150 --
AAA-Rated Local Government
Investment Pools:
Texpool 60,736,855 60,736,855 -
Logic 17,314 17,314
TexStar 7,565,317 7,565,317 -
Total Cash and Equivalents 69,557,273 69,557,273 --
Investments:
US Agencies:
Federal Home Loan Mortgage
Corporation 11,998,710 3,003,048 8,095,662
Federal Home Loan Bank 5,998,719 -~ 5,998,719
Government National Mortgage
Association 178 -- 178
Total Investments 17,997,607 3,003,048 14,994,559
TOTAL VALUE 87,554,880 72,560,321 4,994,559
% of Total Portfolio 82.87% 17.13%
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Nole 4 — CASH AND INVESTMENTS - (Continuation)

The District’s policy is to report money market investments and short-term participating
interest earning investment contracts at amortized cost and Lo report non-participating inlerest-earning
investment contracts using a cost-based measure. However, U.S. Government Agency Securities are
reported at fair value based on quoted market values. All other investments are reported at fair value
unless a legal contract exists which guarantees a higher value.

Credit Risk

The primary stated objectives of the District’s adopted Investment Policy are the safety ol
principal, liquidity, diversification and yield. Credit risk within the District's portfolio among the
authorized investments approved by the District's adopted Investment Policy is present only i time
and demand deposits, repurchase agreements, commercial paper, municipal obligations and money
market mutual funds, All investments are rated AAA, or equivalent, by at least one nationally
recognized rating agency. Investmenis are made primarily in obligations ol the U.S. Government, its
agencies or instrumentalities. State law and the Districl's adopted Investment Policy require inclusion
of a procedure 1o monitor and act as necessary to changes in credit rating on any investment which
iequires a rating. State law and the District’s adopted Investment Policy also require a procedure 1o
verify continued FDIC insurance weekly.

State law and the District’s adopted Investment Policy restrict both time and demand deposits,
cluding certificates of deposit (CD), 1o those banks doing business in the State of Texas and Turther
requires full insurance and/or collateralization from these depositories (banks and savings banks).
Depository certificates of deposit are limited to a stated maturity of three years. Collateral, with a
102% margin, is required and collateral is limited to obligations of the U.S. Government, its agencies
or instrumentalities.  Independent safekeeping is required outside the pledging bank's holding
company with monthly reporting. Securitics are priced at market on a datly basis as a contractual
responsibility of the bank.

Brokered CD’s must be FDIC insured and declivered versus payment to the District’s
depository. Maximum maturity is one year and FDIC insurance must be verified before purchase. By
Policy any change in FDIC status of the banks requires a review (o asswre FDIC status has not
changed and immediate liquidation in the case of a merger or acquisition.

By policy and state law repurchase agreements are limited to those with defined termination
dates executed with a Texas bank or a primary dealer (as defined by the Federal Reserve). The
agrecments require an industry standard, written master repurchase agreement and a minimum 102%
margin on collateral as well as delivery versus payment settlement and independent salekeeping.
Repurchase agreements may not exceed one year (o stated maturity. Reverse repuschase agreesnents
may not exceed 90 days and must be matched with reinvestment maturitics.

By policy and state law commercial paper must be rated not less than A1/P1 or equivalent by
at least two NRSROs or by one NRSRO if fully secured by an irrevocable letter of credit issued by a
bank organized and existing under US law or the law of a state of the US. Commercial paper is
restricted Lo a stated maturity of 90 days or less. The District's adopted Investment Policy restricts
investment in money market mutual funds to those rated AAA and registered with the SEC. Each
fund must strive to maintain a $1 net asset value,

Local government investment pools in Texas are required to be rated AAA, or equivalent, by
at least one nationally recognized rating agency. The Policy further restricts investments to AAA-
rated local government investment pools which strive to maintain a $1 net asset value.



As of September 30, 2014 the cash and investments contained:

¢ FDIC insured or fully collateralized bank deposits representing [.01% of the total portfolio,

* investment in thice local government investment pools representing 78.02% of the total
portfolio,

* investment in a AAA-rated money market mutual fund representing 0.4 1% of the total
portlolio, and

*  US Government agency sccurities representing 20.56% of the total portfolio.
Concentration ol Credit Risk

The Dislrict recognizes over-concentration of assets by market sector or maturity as a risk to
the portfolio.  The District’s adopted Investment Policy establishes diversification as a major
objective of the investment program.

As ol Septemher 30, 2014, holdings in US Government sccuritics with ratings of AAA
represented 20.56% of the total portfolio. Investment in the State Treasurer's local government
mvestment pool, Texpool, represented 69.37% of the total portfolia. Investment in a second local
government investment pool, LOGIC, represented .02% of the total portfolio. Investment in a third
local government investment pool, TexStar, represcnted 8.63% of the total portfolio. Holdings in a
AAA-rated moncy market mutual fund represented 41% of the total portfolio. The remaiming 1.01 %
of the portfolio is invested in FDIC insured or fully collateralized bank deposits.

Interest Rate Risk

In order to limit intcrest and market rate risk from changes in intcrest rates, the District's
adopted Investment Policy scts a maximum stated maturity date of three years and at least 33% of the
District’s investments shall be obligations of the U.S. Government. To insure liquidity a minimum of
10% shall be liquid. The maximum weighted average maturity (WAM) of twelve (12) months. At
the time any investment is placed, the overall compliance with the Investment Policy is verified. A
segmented time distribution analysis of the portfolio is shown above.

As of Scptember 30, 2014, the portfolio contained three holdings in the portfolio with stated
maturity dates heyond onc year represeating 17.13 % of the total portfolio, and the weighted average
ol the combined portfolio was 180 days.

As ol Seplember 30, 2014, the portfolio contained 6 callable notes and one mortgaged backed
security. The callable notes are as follows: Federal Home Loan Morigage Corporation (FHLMC)
note with a current market value of $3,000,000, coupon rate of .35%, maturing March 18, 2015;
FHLMC note with a current market value of $3,000,000, coupon rate of |.125%, maturing May 19,
2017; onc callable FHLMC note with a current market value of $3,000,000, coupon rate of 1.00%,
maturing May 26, 2017; FHLMC note with a current market value of $3,000,000, coupon rate of
1.00%, maturing Junc 16, 2017; Federal Home Loan Bank (FHLB) note with a current market value
of $3,000,000, coupon rate of 1.20%, maturing on August 21, 2017 and one Federal Home Loan
Bank (FHLB) note with a current market value of $3,000,000, coupon ratc of 1.30% , maturing on
September 29, 2017. Additionally, the District had one Government National Mortgage Association
(GNMA) pass through with an original par value of $100,000 and a current market valuc of $178 and
a coupon ratc of 9%. The GNMA note was purchased October I, 1986, matures on October 15, 2016:
however the final payment is expected as of July 15, 2015.
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Note 4 — CASH AND INVESTMENTS — (Continuation)
Custodial Credit Risk

To control custody and safekeeping risk State law and the District's adopted Investment
Policy requires collateral for all time and demand deposits, as well as collateral for repurchase
agreements, be transferred delivery versus payment and held by an independent party approved by the
District and held in the District's name. The custodian is required to provide original safekeeping
receipts and monthly reporting of positions with position descriptions including market value.
Repurchase agreements and deposits must be collateralized to 102% and be executed under written
agreements. Depository agreements are executed under the terms of U.S. Financial Institutions
Resource and Recovery Enforcement Act (FIRREA). The counter-party of each type transaction is
held contractually liable for monitoring and maintaining the required collateral margins on a daily
basis.

As of September 30, 2014, the portfolio contained no cerlificates of deposit and no
repurchase agreements. All bank demand deposits were fully collateralized. Al pledged bank
collateral for demand deposits was held by an independent institution outside the bank’s holding
company.

Note 5 - PROPERTY TAXES

The Commissioners’ Court of Nueces County levies for the District, a tax as provided under
state law on properties within the District. These taxes are collected by the Nueces County Tax
Assessor-Collector and are remitted to the District when received. The Nueces County Appraisal
District establishes appraised values.

Property taxes arc considered available when collected within the current year. Property
taxes attach as an enforceable lien on property as of January |. Taxes are due upon receipt of the tax
bill and are past due and subject to interest if not paid before February 1 of the year following the
October [ levy date. Taxes are delinquent if not paid by June 30. Delinquent taxes are subject to
both penalty and interest charges as well as attorney costs. The assessed value of the roll on January
I, 2013 upon which the levy for the 2014 fiscal year was based was $21,953,908,542.

The tax rate assessed for the year ended September 30, 2014 to finance general fund

operations and the limited tax refunding bonds was $0.148077 per $100 valuation. Current tax
collections for the year ended September 30, 2014 were 96% of the year-end adjusted tax.
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Note 6 - DELINQUENT TAXES RECEIVABLE

The following table shows a schedule of delinquent taxes receivable and the allowance for

uncollectible taxes for the District.

BALANCE CURRENT BALANCE
OCTOBER 1, YEAR TOTAL SEPTEMBER 30,
2013 LEVY COLLECTIONS ADJUSTMENTS 2014
Delinquent Taxes
Receivable 1,906,431 32,699,744 32,274,998 (362,606) 1,968,571
Allowance for
Uncollectible Taxes (978,721) - -- (2,271) (980,992)
NET DELINQUENT
TAX RECEIVABLE 927,710 32,699,744 32,274,998 (364,877) 987,579
Note 7 - CAPITAL ASSETS
A summary of changes in the capital assets follows:
BALANCE, BALANCE,
OCTOBER I, SEPTEMBER
2013 ADDITIONS REDUCTIONS 30,2014
Capilal Assets, Not Being Depreciated-
Land 3,076,926 - - 3,076,926
Capital Asscts, Being Depreciated
Equipment 1,306,173 25,837 7.797 1,324 213
Buildings 28,073,023 == == 28,073,023
Total Capital Assets, Being
Depreciated 29,379,196 25,837 7,797 29,397,236
Less Accumutated Depreciation for
Equipment 1,033,351 70,736 7.387 1,096,700
Buildings 22,143,009 376,662 -- 22,519,671
Total Accumulated Depreciation 23,176,359 447,398 71,387 23,616,371
Total Capital Assets, Being
Depreciated, Net 6,202,836 (421,561) 410 5,780,865
TOTAL CAPITAL ASSETS,
NET 9,279,762 (421,561) 410 8,857,791

Note 8 ~ UNEARNED REVENUES

Unearned Revenue balances at September 30, 2014 consist of property taxes of $987,579.
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Note 9 — LONG-TERM OBLIGATIONS

The following is a summary of long-term obligation transactions of the District for the year
ended September 30, 2014:

BALANCE, BALANCE, DUE
OCTOBER 1, SEPTEMBER WITHIN
2013 ADDITIONS REDUCTIONS 30,2014 ONE YEAR
Bonds:
Limited Tax Refunding
Bonds Series 2003 3,555,000 -- 1,740,000 1,815,000 1,815,000
Premium (116) - 80 (36) -
Total Bonds 3,554,884 - 1,740,080 1,814,964 1,815,000
Other Liabilities-
Accrued Paid Time OfF 73,173 152,637 128,870 96,940 -
TOTAL 3,628,057 152,637 1,868,950 1,911,904 1,815,000

The limited tax refunding bonds are collateralized by ad valorem taxes issued on all property
located within the District. The limited tax refunding bonds mature in 2015 and are callable to
redemption prior to maturity beginning in 2013. Interest is payable semiannually and accrues at rates
ranging from 2.0% to 4.1%.

The bond covenants do not require a separate sinking fund. Fowever, the District has an
assigned cash account for making debt payments. The balance of this account is $474,780 at
September 30, 2014. The District had sufficient cash and cash equivalents at year end to cover
current maturities of bonds payable.

Aggregale maturities of the limited tax refunding bonds for each of the next five years and in
the aggregate are as follows:

REQUIREMENTS
PRINCIPAL INTEREST TOTAL
For the Year Ended September 30,:
2015 1,815,000 74,415 1,889,415
TOTAL [,815,000 74,415 1,889,415
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Note 10 - OPERATING LEASES

The District leases office space for its administrative offices under an operating lease expiring
in 2018. Minimum future rental payments under non-cancelable operating leases having remaining
terms in excess of one year as of September 30, 2014 for each of the next four years and in the
aggregate-are:

Year Ended September 30,:

2015 128,685
2016 130,929
2017 133,174
2018 89,780

TOTAL 482,568

Rental payments under all operating leases amounted to $126,451 during the year ended
September 30,2014,

Note [I- INTERGOVERNMENTAL TRANSFERS (IGTs)

The District participates in the State sponsored Waiver program serving as the Region 4
Anchor. The District provides IGT's for certain healthcare providers in Region 4 so they can
participate in Medicaid supplemental funding available under the Waiver. The Texas Health and
Human Service Commission (HHSC) calculates the amount of IGT needed by each provider and
determines timing of the payments to providers. HEFSC encountered numerous delays in the
processing of IGT’s for the year ended September 30, 2013, but for year ended September 30, 2014
the process was experiencing less delays. Therefore, of the District’s budgeted $111,986,555 for
IGT’s, the District only paid $67,755,984 in IGT’s in the current fiscal year.

Additionally, 1GTs are not accrued as liabilities by the District on the government-wide
financial statements because of the following factors:

* There is no legal obligation for the District to remit IGTs to HHSC;
* The amount to pay cannot be reasonably estimated

In subsequent years, if the amount can be reasonably estimated, IGT's may be accrued if
necessary.

Note 12- COMMITTED FUND BALANCE

As shown in the fund financial statements on August 26, 2014, the Board of Mangers
approved a resolution committing an amount not to exceed $50,000,000 in the District's general fund
balance to anticipated additional expenditures for IGTs arising from the District's participation in the
Waiver during the year ended September 30, 2014,

Funds included in the Indigent Care Fund of $29,201,043 are committed to be used for
indigent health care.
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Note [3 — INTERFUND TRANSACTIONS AND BALANCES
Interfund transfers during the year ended September 30, 2014 were as follows:

TRANSFERS QUT

TOBACCO
GENERAL SETTLEMENT
FUND FUND TOTAL

TRANSFERS IN
Indigent Care Fund 2,000,000 - 2,000,000
General Fund - 608,000 608,000
Debt Service Fund 1,885,362 - 1,885,362

TOTAL 3,885,362 608,000 4,493,362

The transfer to the Debt Service Fund from the General Fund was for payment of Debt
Service related 1o the bonds. Transfers to the Indigent Care Fund are done to replenish the fund in
anticipation of future indigent care needs.

Note 14 - EMPLOYEE BENEFIT PLANS
Retirement Plan

The District maintains a single-employer, defined contribution retirement plan available to all
employees. The Plan is a tax-qualified plan pursuant to section 403(b) of the Internal Revenue Code.
All full-time employees are eligible for participation in the plan. As of September 30, 2014, twenty-
four employees were enrolled in the plan.

The Plan is administrated by an outside party. Employees can contribute a percentage of
their compensation as permitted by the Internal Revenue Code Section 403(b). The District can make
a discretionary matching contribution ranging from 5% to 7% of the employee’s earnings, based on
tenure. The vesting schedule provides for employees to be 100% vested in their contributions. The
District’s contributions are vested at a rate of 20% per year of employment. The plan permits
employees to borrow from the plan and the related administration cost thereof shall be borne by the
employee participant. The normal retirement age has been designated as 65 years of age. During the
year ended Sepiember 30, 2014, the District had retirement plan expense of $67,620.

Deferred Compensation Plan
The District has a deferred compensation agreement with a key employee which allows the

employee to defer a percentage of his annual compensation to future periods as permitted by the
Internal Revenue Code. The Plan is administrated by an outside party.
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Note |5 - BUDGETARY DATA

Budget variances to expenditures in the general fund include, among other things, the
following:

The general government budget includes amounts paid in legal fees used for various matters
including consultation related to the Spohn’s proposal to demolish or re-purpose the Memorial
hospital building and replace it with an outpatient care center. The District budgeted $542,000 for
legal fees; however the negotiations with Spolin related to the Memorial repurposing required
additional time and legal fees. The actual expenditures for legal fees was $789,675, a variance with
the budget of $247,675.

The health budget did not include a budgeted amount for services to the County Health
Department because it was originally anticipated to be part of the IGT budget. The actual
expenditures for the County Health Department, outside of the IGTs, was $356,473. The IGT budget
for the Health Department was $1,332,624 and actual expenditures were $815,241, an under budget
difference of $517,383.
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NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

SEPTEMBER 30, 2014

Exhibit A-1

SPECIAL
REVENUE TOTAL
TOBACCO DEBT NONMAJOR
SETTLEMENT SERVICE GOVERNMENTAL
FUND FUND FUNDS
ASSETS
Cash and Cash Equivaleats 121 474,776 474 847
TOTAL ASSETS 121 474,776 474,897
LIABILITIES AND FUND BALANCE
Current Liabilitics-
Accrued Interesi -- 18.604 |8.604
Fund Batance:
Assigned 1o
County Health Care 121 - 121
Debt Service - 456,172 456,172
Total Fund Balance 121 456,172 456,293
TOTAL LIABILITIES AND
FUND BALANCE 121 474,776 474,897
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NULECLES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT QF NUECES COUNTY, TEXAS)

COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES [N FUND BALANCE

NONMAJOR GOYERNMENTAL FUNDS

YEAR ENDED SEIFIEMBER 30, 2014

Exhibit A-2

SPECIAL
REVENUE TOTAL
TOBACCO DEBT NONMAJOR
SETTLEMENT SERVICE GOVERNMENTAL
FUND FUND FUNDS
Revenucs:
Tobacco Sertlement 607.467 - 607,467
Investment Income 12 308 320
Twal Revenues 607.479 308 007,787
Pebt Scrvice:
Principal Retirement - 1.740.000 1.740.000
Interest and Fiscal Charges - 120,617 120,617
Payment to Escrow Agent - 300 300
Tuotal Expenditures - 1,866,917 1LRG6.917
Excess (Deficiency) ol Revenues Over
(Under) Expenditures 607.479 (1.866.009) (1.259,130)
Other Financing Sources (Uses):
Transfers In - 1.885.362 1.885.3062
Transfers Out (608,000 -- (608000
Total Other Financing Sources (Uscs) (608.000) 1,885,362 1,277,362
Net Change in Fund Balance (521) 18,753 18,232
Fund Balance. Beginning of Year 642 437,419 438,061
FUND BALANCE. END OF YEAR 121 456,172 450,293
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NULCES COUNTY IHOSPITAL DISTRICT

SCHEDULL OF REVENUES, EXPENINTURES AND CHANGES IN FUND BALANCE

A COMPIPONENT UNIT OF NUi

GENERAL FUND

iCES COUNTY, TIXAS

BUDGET (GAAP BASIS) AND ACTUAIL

YEAR ENDED SEPTEMBER 30, 2014

Reventes:
Taxcs
Penalties and Interest - Taxes
Spohn Corporate Memberslip Revenne
Investment lncome
Other
Total Revenies

Expenditures:
Current:
General Government
Administration:
Personal Services
Materiafs and Supplics
Contractual Services
Other
Total Admiaistration

Facilitics Manageient -
Maucrials and Supplics
Total Generat Gowernment

fealth;

Personal Scrvices
Materials amd Supplics
Contracluat Scrvices
Intergovermuental Translers
City and Coumy Scrvices
Qhher

Totat Health

Capital Outlay
Total Curremt Expenditures

Excess ol Revenncs Over Expenditures
Other Finncing Sources {Uscs)
Transicis In
Transicrs Oml
Todal Other Financing Sources
Net Change in Fund Balance

Fund Balince, Beginning of Year

FUND BALANCE, END OF YEAR

Exhibit B

Nueces County Hospital District

ORIGINAL ACTUAL VARIANCE
AND FINAL GAAP FAVORABLE
BUDGET BASIS (UNFAVORABLLE)
31,190,130 31,937,735 747,605
305,038 369.079 64,041
25,317,500 26,673,805 1,356,305
24,862 26,156 1,294
1,000,000 117,137 (882,863)
57,837,530 59,123.912 1,280,382
622,359 584,494 37,365
35.950 26,677 9,273
1,345,226 1,585,965 (240,739}
172.556 166,184 6,372
2,176,001 2,363,320 (187,229
1,300 835 465
2.177.391 2.364,155 (186,764)
1.217.265 1.138.440 78,825
33.000 28,048 4.952
879.870 694,985 184,885
111.986,555 67,755,984 44,230.571
4,752,650 5,096,387 (343,737
11,800 4431 6,969
118,881,140 74,718,675 44,162,465
35.000 25,837 9,163
121,093.531 77,108,667 43,984,864
(63.256,001) {17.984.753) 45,271,246
500,000 608,000 108,000
{2.996.362) (3,885,3062) (889,000
(2,496.362) (3,277.362) (781,000}
(63,752,363} (21.262,117) 44,490,246
77,466,007
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Exhibit C-1
NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY. TEXAS)

INDIGENT CARE FUND

SCHEDULE OF REVENUES. EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET (GAAP BASIS) AND ACTUAL

YEAR ENDED SEPTEMBER 30, 2014

ORIGINAL ACTUAL VARIANCE
AND FINAL GAAP FAVORABLE
BUDGET BASIS (UNFAVORABLEL)
Revenues -
lnvestment Incame 21,778 73,816 52,038
Total Revenues 21778 73,816 52,038
Odher Financing Sources -
Transfers In 1.111,000 2,000,000 889,000
Total Other Financing Sources 1,111,000 2,000,000 889,000
Net Change in Fund Balance 1.132,778 2,073,816 941,038
Fund Balance, Beginning of Year 27,127,227
FUND BALANCE, END OF YEAR 29,201,043

Nueces County Hospital District
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NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

TOBACCO SETTLEMENT FUND

Exhibit C-2

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET (GAAP BASIS) AND ACTUAL

YIEAR ENDED SEPTEMBER 30, 2014

Revenues:
Taobacco Settlement
Investment Income

Taotal Revenues

Other Financing Uses -
Transiers O

Total Other Financing Uses

Net Change in Fund Bafance

Fund Balance, Beginning of Year

FFUND BALANCE. END OF YEAR

ORIGINAL ACTUAL VARIANCE
AND FINAL GAAP FAVORABLE
BUDGET BASIS (UNFAVORABLE)
500,000 607,467 107,467
-- 12 12
500,000 607,479 107,479
(500,000 (608,000) {108,000)
(500,000) (608,000) {108,000)
(521) {521)
642
i21
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NUECES COUNTY HOSPITAL DISTRICT

(A COMPONENT UNIT OF NUECES COUNTY, TEXAS)

DEBT SERVICE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET (GAAP BASIS) AND ACTUAL

YEAR ENDED SEPTEMBER 30, 2014

Exhibit D

ORIGINAL ACTUAL VARIANCE
AND FINAL GAAP FAVORABLE
BUDGET BASIS {UNFAVORABLE)
Revenues - Interest 484 308 (176)
Expenditures:
Principal £,740,000 1,740,000 -
Interest and Fiscal Charges 126,624 126,617 7
Payment to Escrow Agent 500 300 200
Tolal Expenditures 1,867,124 £,866,917 207
Deficiency of Revenues
Over Expenditures (1,866,640) (1,866,609) 31
Other Financing Sources -
Opcrating Transfers In I,885,362 i1.885,362 -
Net Change in Fund Balance [8,722 8,753 31
Fund Balance, Beginning of Year 437,419
FUND BALANCE, END OF YEAR 456,172

Nueces County Hospital District
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COLLIER ]OHNSON &WOODS,P.C.  commu s, Toms7ador osas

INDEPENDENT AUDITOR’S REPORT ON INTERNAL
CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENTAL AUDITING STANDARDS

January 19, 2015

The Board of Managers
Nueces County l'lospital District
Corpus Christi, Texas

We have audited in accordance with auditing standards generally accepled in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issucd by the Comptroller General of the United States, the governmental activities, each major fund, and
the aggregate remaining fund information of the Nueces County Hospital District, a component unit of
Nueces County, Texas, as of and for the year ended September 30, 2014, which collectively comprise the
District’s basic financial statements as listed in the table of contents and have issued our report thereon
dated January 19, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Nueces County Hospital District’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the basic financial statements, but not for the purpose of expressing an opinion
on the effectivencss of the District’s internal control over financial reporting. Accordingly, we do not
express an opinion on the cffectiveness of the District’s internal control over financial reporting,.

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
ol deficiencies, in internal 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 internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control 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 internal
control over financial reporting that might be deficiencies, significant deficiencies, or material
weaknesscs. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Nueces County Hospital District’s
basic financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, 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 disclosed no instances of noncompliance that
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the District’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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