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Certified Public Accountanfs
INDEPENDENT AUDITORS’ REPORT
The Board of Directors American Samoa Medical Center Authority - Lyndon B. Johnson Tropical Medical Center
We have audited the accompanying statement of net assets of American Samoa Medical Center Authority - Lyndon B. Johnson Tropical Medical Center (Medical Center), a component unit of the American Samoa Government, as of September 30, 2006. These financial statements are the responsibility of the Medical Center’s management. Our responsibility is to express an opinion on this financial statement based on our audit.
Except as discussed in the following three paragraphs, we conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to the 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 free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit and the reports of other auditors provides a reasonable basis for our opinion.
Because we were not engaged as auditors until after September 30, 2006, we were not present to observe the physical inventories taken at September 30, 2006, and we were unable to satisfy ourselves regarding inventory quantities by means of other audit procedures. The amount of inventory at September 30, 2006 enters into the determination of changes in net assets (deficit) for the year ended September 30, 2006. -
The Balance Sheet at September 30, 2005 was not audited. The Balance Sheet accounts at September 30, 2005 enter into the determination of changes in net assets for the year ended September 30, 2006.
Because of the matter discussed in the preceding paragraphs, the scope of our work was not sufficient to enable us to express, and we do not express, an opinion on the Statement of Revenues, Expenditures, and Changes in Net Assets and Statement of Cash Flows for the year ended September 30, 2006.
In our opinion, based upon our audit, except for:
• the effects on the financial statements, if any, as might have been determined to be necessary had we been able to satisfy ourselves about:
i. inventory quantities at September 30, 2006; ii. the accuracy of the beginning capital assets balances
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3.
the Statement of Net Assets, the financial position of the Medical Center as of September 30, 2006, is
fairly stated in conformity with accounting principles generally accepted in the United States of America.
In accordance with Government Auditing Standards, we have also issued a report dated September 4, 2007 on our consideration of the Medical Center’s internal control over financial reporting and on our tests of their compliance with certain provisions of laws, regulations, contracts, and grants. This report is an integral part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit.
The Management Discussion and Analysis on pages 3 through 7 is not a required part of the basic financial statements but is supplementary information required by the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquires of management regarding the methods of measurement and presentation of the required supplementary information. However, we did not audit the information and express no opinion on it.
(R \Oక్కుLగి నియమి?(.
Wexford, Pennsylvania September 4, 2007
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY - LYNDON B. JOHNSON TROPICAL MEDICAL CENTER (A Component Unit of the American Samoa Government) MANAGEMENT DISCUSSION AND ANALYSIS SEPTEMBER 30, 2006
Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction of the LBJ Tropical Medical Center’s (LBJ) basic financial statements. In accordance to Statement No. 34 of the Governmental Accounting Standards Board, Basic Financial Statements – and Management's Discussion and Analysis — for State and Local Governments (GASB No. 34), a government entity’s basic financial statements are required to contain three components: 1) Government-wide financial statements, 2) Fund financial statements, and 3) Notes to the financial statements.
Government-wide financial statements are designed to provide readers with a broad overview of the government entity’s finances in a manner similar to that of a private sector business. The Statement of Net Assets presents information on all of the government entity’s assets and liabilities, with the difference between the two reported as net assets. The Statement of Revenues, Expenses and Changes in Net Assets presents information showing how the government entity’s net assets changed during the most recent fiscal year. The Statement of Net Assets and the Statement of Revenues, Expenses, and Changes in Net Assets are prepared using the economic resources measurement focus and the full accrual basis of accounting.
Fund financial statements are presented to demonstrate compliance with finance-related legal requirements. A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for specific activities or objectives. All funds of a government entity can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds. LBJ's funds are categorized as proprietary funds. Proprietary fund reporting focuses on the determination of operating income, changes in net assets, financial position, and cash flow. Proprietary fund financial statements are similar to that of the government-wide financial statements in that they are also prepared using the economic resources measurement focus and the full accrual basis of accounting.
Under the provisions of GASB No. 34, the LBJ Tropical Medical Center Authority is considered to be a Special Purpose government entity. As a Special Purpose government entity engaged only in business-type activities, the financial statements required are those for proprietary funds. Accordingly, LBJ's basic financial statements consist of a Statement of Net Assets, a Statement of Revenues, Expenses, and Changes in Net Assets, a Statement of Cash Flows, and Notes to the Financial Statements.
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY - LYNDON B. JOHNSON TROPICAL MEDICAL CENTER (A Component Unit of the American Samoa Government) MANAGEMENT DISCUSSION AND ANALYSIS – CONTINUED SEPTEMBER 30, 2006
Financial Analysis
Statements of Net Assets
Summarized financial information of the LBJ Tropical Medical Center Authority’s Statements of Net Assets as of September 30, 2006, compared to ending results for September 30, 2005, is as follows:
9/30/2006 9/30/2005 Change ASSETS Current Assets $ 9,461,644 $5,558,871 $ 3,902,773 Capital Assets — net 10,554,384 10,289,092 265.292 Total assets 20,016,028 15,847,963 4,168,065
LIABILITIES Current liabilities 3,328,734 10,903,881 (7,575,147) Accrued leave — less current portion 1,380,037 1,280,098 99,939 Due to American Samoa Government 5,000,000 4,952,571 47,429 Total liabilities 9,708,771 17,136,550 (7,427,779)
། NET ASSETS -
Invested in capital assets 10,554,384 10,289,092 265,292 Unrestricted (247,127) (11,577,679) 11,330,552 Total net assets $10,307,257 $ (1,288,587) $11,595,844
The Medical Center received a substantial influx of capital during FY 2006, primarily in the form of a grant from the Territory of American Samoa (ASG) which was funded by a $10 million loan from the American Samoa Government Employees Retirement Fund to ASG. The loan was structured as a Credit Facility Advance to the Medical Center. $8.3 million of this Credit Facility Advance was appropriated for FY 2006; approximately $6.25 million was paid to LBJ during FY 2006. The balance of the $2.05 million is shown as an accounts receivable.
As the Credit Facility is not required to be repaid by LBJ, the $8.3 million appropriation is recorded as nonoperating income in FY 2006. The remaining $1.7 million of the Advance is restricted, and carries the option to be separately appropriated if LBJ meets certain conditions. This restricted balance has not been accrued for FY 2006, as the conditions required for appropriation have not been met as of September 30, 2006.
This influx of capital allowed LBJ to significantly reduce its current liabilities. It also increased the hospital’s cash and cash equivalents (working capital) position, by nearly $3 million, bringing the total cash and cash equivalents to $3.83 million.
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY - LYNDON B. JOHNSON TROPICAL MEDICAL CENTER (A Component Unit of the American Samoa Government) MANAGEMENT DISCUSSION AND ANALYSIS - CONTINUED SEPTEMBER 30, 2006
Capital Assets
At September 30, 2006, LBJ's capital assets, net of accumulated depreciation, comprised 52.7% of its total assets. The net value of capital assets decreased by $265,292 during FY 2006. This decrease is a result of capital asset additions of $1,343,587, depreciation expense of $1,050,884, and net capital asset disposals of $27,411. Major capital asset additions included $161,725 for a new ultrasound system, $104,657 to install fire sprinklers in patient wards, and $315,265 for
construction of physician housing units.
A summary of the LBJ Tropical Center Authority’s capital assets as of September 30, 2006 is as
follows:
CAPITAL ASSETS
Building and improvements Equipment Construction in progress
Less accumulated depreciation
Capital assets – net
Current Assets
$15,535,274 5,658,413 2,407,949 $23,601,636
(13,047,252)
$10,554,384
At September 30, 2006, LBJ's current assets approximated 47.3% of its total assets. This is an increase of $3,524,172 from September 30, 2005. Changes in current assets are as follows:
9/30/2006 9/30/2005 Change
Cash and cash equivalents $3,827,654 $1,434,993 $ 2,392,661 Patient accounts receivable – net
of allowances 1,351,294 791,085 560,209 Due from Credit Facility 2,051,058 -0- 2,051,058 Other receivables 640,452 2,340,638 (1,700,186) Prepaid expenses 425,503 -0- 425,503 Inventories 1,165,683 992,155 173,528
Current assets $9,461,644 $5،558٫871 $3,902,773


[image: ]

e
ジ
AMERICAN SAMOA MEDICAL CENTER AUTHORITY - LYNDON B. JOHNSON TROPICAL MEDICAL CENTER (A Component Unit of the American Samoa Government) MANAGEMENT DISCUSSION AND ANALYSIS – CONTINUED SEPTEMBER 30, 2006
Current Liabilities
At September 30, 2006, LBJ's current liabilities approximated 34.3% of its total liabilities. This is a decrease of $8,054,847 from September 30, 2005. Major changes in current liabilities are as follows:
9/30/2006 9/30/2005 Change
Accounts payable $ 1,277,487 $4,852,062 $(3,574,575) Accrued salaries and related taxes 1,071,695 2,999,786 (1,928,091) Due to other government units 57,426 759,887 (702.461)
Net Assets
At September 30, 2006, net assets were $10,307,257, an increase of $11,595,841 from September 30, 2005. The accumulated unrestricted net deficit, which was over $11.6 million at September 30, 2005, has virtually been eliminated.
Statements of Revenues. Expenses, and Changes in Net Assets
Increase ΡΥ 2006 FY 2005 (decrease) Expenses:
Salaries and benefits $ 16,067,951 $16,104,655 $ (36,704)
Purchased services and professional fees 2,756,858 1,911,368 845,490
Supplies and drugs 6,314,546 6,057,845 256,701 Utilities 1,361,012 1,369,613 (8,601) Repairs and maintenance 705,320 900,185 (194,865) Depreciation and amortization 1,050,884 1,067,289 (16,405) Other 808,049 2,476,252 (1,668.203)
Total expenses $ 29,064,620 $29,887,207 $ (822,587)
Revenues:
Operating revenues 14,094,059 14,828,884 (734,825) Government appropriations 13,793,027 15,116,816 (1,323,789) State and federal grants 1,734,376 1,784,320 (49,944) Credit Facility 8,300,000 –0- 8,300,000 Other nonoperating revenues 1,527,578 (287.973) 1,815,551
Total revenues 39.449,040 31.442.047 8,006,993
Income before capital contributions 10,384,420 1,554,840 8,829,580
Capital assets contributed by federal grants 1.211.421 1.457,493 (246,072)
Increase in net assets $ 11,595,841 8.38,583,508 $ 2 تمهلهم
-6


[image: ]

*
AMERICAN SAMOA MEDICAL CENTER AUTHORITY - LYNDON B. JOHNSON TROPICAL MEDICAL CENTER (A Component Unit of the American Samoa Government) MANAGEMENT DISCUSSION AND ANALYSIS - CONTINUED SEPTEMBER 30, 2006
Operating Expenses
Operating expenses for FY 2006 decreased by $311,745, or 1.13%. This is the third consecutive year expenses have decreased.
Purchased services and professional fees included the cost of medical referrals to off-island healthcare providers. These expenses were $907,246 for FY 2006; this is an increase of $561,127 from FY 2005.
Other expenses included a credit from a prior negotiated settlement of accumulated penalties and interest on delinquent FICA payments. A reduction of $228,653 resulting from this credit was recorded in FY 2006.
Revenues
LBJ Tropical Medical Center is a heavily subsidized medical facility that received $23.5 million and $22.9 million in funding through direct operating grants from the U. S. Department of Interior, Medicaid and Schip in FY 2006 and FY 2005, respectively. The Territory of American Samoa provided additional funding from fuel import excise taxes, which totaled approximately $529,000 and $470,000 for FY 2006 and FY 2005, respectively.
Operating revenues consist primarily of patient charges and Medicaid and Schip formula reimbursements. Patient charges total approximately $6,850,000 for FY 2006; this is a decrease of $630,000 from FY 2005. Medicaid and Schip reimbursements, which are based on a presumed eligible percentage of medical care expenses, total approximately $6,750,000 for FY 2006; this is an increase of approximately $2,200,000 from FY 2005.
LBJ received $8.3 million from a Credit Facility Advance from the Territory of American Samoa. This advance was necessitated by accumulated budget deficits and compounded by local legislation that does not allow the Medical Center Board of Directors to raise fees or charge for medical services. A total of $10 million was appropriated and the remaining $1.7 million is currently restricted but presumed available for FY 2007 or FY 2008.
For additional information, please contact Patricia Tindall, Chief Executive Officer, at (684) 6334048.
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY - LYNDON B. JOHNSON TROPICAL MEDICAL CENTER (A Component Unit of the American Samoa Government) STATEMENT OF NET ASSETS SEPTEMBER 30, 2006
ASSETS
Current Assets:
Cash and cash equivalents Patient accounts receivable, net of allowance for
doubtful accounts of $3,775,333 Other receivables Prepaid expenses Inventories
Total Current Assets
Capital assets, net
Total Assets
LIABILITIES AND NET ASSETS
Current Liabilities:
Accrued salaries, wages, and related taxes Accounts payable Due to other government units Compensated absences, current portion
Total Current Liabilities
Compensated absences, net of current portion Long-term debt
Total Liabilities
Net Assets (Deficit):
Invested in capital assets
Unrestricted net assets (deficit)
Total Net Assets
The accompanying notes are an integral part of these financial statements.
-8
$ 3,827,654 1,351,294
2,691,510 425,503 1,165,683
9,461,644
10,554,384
$ 20,016,028
$ 1,071,695 1,277,487 57,426 —922,126
3,328,734
1,380,037 5,000,000
9,708,771
10,554,384
(247,127)
$ 10,307,257
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY -
LYNDON B. JOHNSON TROPICAL MEDICAL CENTER
(A Component Unit of the American Samoa Government)
MANAGEMENT DISCUSSION AND ANALYSIS - CONTINUED
SEPTEMBER 30, 2006

Financial Analysis

Statements of Net Assets

‘Summarized financial information of the LBJ Tropical Medical Center Authority’s Statements of
Net Assets as of September 30, 2006, compared to ending results for September 30, 2005, is as
follows:

9302006 9302005 Change.

ASSETS

Currnt Asses S odsied  sSsseTI s3907m

Capital Asses - net. 10554384 102890 265292
Toal sses 0016028 151796 4168065

LIABILITIES

Cuent lsiles 38m4 l0gmsm (714D

Acerued eave - less curent porion 1380037 1280098 99939

Duc to American Samoa Government _sO00000  _s9s2sT1 4120
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—

NET ASSETS

Invesed n capial assets 10554384 10289092 265292

Unresricied Q12 (ST 13032
Tota et asets SI0A07257 SO  S11595844

‘The Medical Center received a substantial influx of capital during FY 2006, primarily in the form
of a grant from the Territory of American Samoa (ASG) which was funded by a $10 million loan
from the American Samoa Govenment Employees Retirement Fund to ASG. The loan was
structured as a Credit Facility Advance to the Medical Center. 8.3 million of this Credit Facility
Advance was appropriated for FY 2006; approximately $6.25 million was paid to LBJ during FY
2006. The balance of the $2.05 million is shown as an accounts receivable.

As the Credit Facility is not required to be repaid by LBJ, the $8.3 million appropriation is
recorded as nonoperating income in FY 2006. The remaining $1.7 million of the Advance is
resricted, and carris the aption to be scparately appropriated if LBJ meets certain conditions.
This restricted balance has not been accrued for FY 2006, as the conditions required for
appropriation have not been met as of September 30, 2006.

This influx of capital allowed LBJ to significantly reduce its current liabilities. It also increased
the hospitl’s cash and cash cquivalents (working capital) position, by nearly $3 million, bringing
the total cash and cash cquivalents to $3.83 million.
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY -
LYNDON B. JOHNSON TROPICAL MEDICAL CENTER
(A Component Unit of the American Samoa Government)
MANAGEMENT DISCUSSION AND ANALYSIS - CONTINUED
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Capital Assets

At September 30, 2006, LBJ's capital assets, net of accumulated depreciation, comprised 52.7% of
its total assets. The net value of capital assets decreased by $265,292 during FY 2006. This
decrease s a result of capital assct additions of 1,343,587, depreciation cxpense of $1,050,884,
and net capital asse disposals of $27,411. Major capital asset additions included $161,725 for a
new ultrasound system, $104,657 to install fre sprinklers in patient wards, and $315,265 for
construction of physician housing units.

A summary of the LBJ Tropical Center Authority’s capital assets as of September 30, 2006 is as
follows

‘CAPITAL ASSETS
Buiding and improvements sissssan
Equipment seseana
‘Construtionin progress: 2407549

$2360163
Less accomulated depresiaton 3001252
Capialasets - net S10.554384

Current Assets

At September 30, 2006, LBJ's current assets approximated 47.3% of its total assets. This is an
increase of $3,524,172 from September 30, 2005. Changes in current assets are as follows:

9502006 9302005 Change

Cash and cash equivalenss samess sLauen  s239660
Patientaccounts rceivable - et
ofalowances 1351294 791085 560,200
Due from Credit Facilty 2051058 o 20sioss
Otherreceivables G0 2308 (1700186)
Prepaid expenes 5503 o 25,503
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Current assets SudEle  SLIREN  SA0IT
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY -
LYNDON B. JOHNSON TROPICAL MEDICAL CENTER
(A Component Unit of the American Samoa Government)
MANAGEMENT DISCUSSION AND ANALYSIS - CONTINUED
SEPTEMBER 30, 2006

‘Current Lisbilites

At September 30, 2006, LBJ's curent liabilities approximated 34.3% of i fotal iabilites. Thisis
a decrease of $8,054,847 from Scptember 30, 2005. Major changes in current libilities are as
follows:

002006 902005 Change

Accouns payable SIS0 Sas)
‘Accrued salris snd rlted taxes 07695 299978 (1928097)
Due 0 other government units sTas 198 02461
Net Assets

At September 30, 2006, net assets were $10,307,257, an increase of $11,595,841 from September
30, 2005. The accumulated unrestricted net deficit, which was over $11.6 million at September
30, 2005, has virtually been eliminated.

ts of Revenues, Expenses.

Changes in Net Ass

Increase
FY2006  FY200S  (deerease)

Expenses
Slaiesand benefits S 16067951 SIGI0465s S (6704)
Purchased services and pofessional fees 2156858 1911368 845490
‘Suppliesand drugs 63456 cOsTzs  2s6701
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Repairs and maintenance 05320 o001 (194365
Depreciaion and smortization 1050884 1067289 (16405)
Other R0 24629 (68209
Toul expenses $2000460  $087200 S (82.587)
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Operating revenues 14094059 14g2858 (14525
Government sppropritons 793027 ISN6SI6  (1323789)
State and federl gras 1734376 5944)
Credit Facily 3300000 o 830000
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AMERICAN SAMOA MEDICAL CENTER AUTHORITY -
'LYNDON B. JOHNSON TROPICAL MEDICAL CENTER
(A Component Unit of the American Samoa Government)
MANAGEMENT DISCUSSION AND ANALYSIS - CONTINUED
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‘Operating Expenses

Operating expenses for FY 2006 decreased by $311,745, or 1.13%. This is the third consecutive.
‘year expenses have decreased.

Purchased services and professional fees included the cost of medical referrals to_ offisland
‘healtheare providers. These expenses were $907,246 for FY 2006; this is an increase of $561,127
from FY 2005.

Other expenses included a credit from a prior negotiated scttlement of accumulated penalties and
interest on delinquent FICA payments. A reduction of $228,633 resulting from this crdit was
recorded in FY 2006.

Revenues

LBJ Tropical Medical Center is & heavily subsidized medical facility that received $23.5 million
‘and $22.9 million in funding through direct operating grants from the U. S. Department of Interor,
Medicaid and Schip in FY 2006 and FY 2005, respectively. The Territory of American Samoz.
provided additional funding from fucl import excise taxes, which totaled approximately $529,000
and $470,000 for FY 2006 and FY 2005, respectively.

Operating revenues consist primarily of patient charges and Medicaid and Schip formula
reimbursements. Patient charges total approximately $6,850,000 for FY 2006; his is a decrease of
$630,000 from FY 2005. Medicaid and Schip reimbursements, which are based on a presumed
cigible percentage of medical care expenses, total approximately $6,750,000 for FY 2006; this is
an increase of approximately $2,200,000 from FY 2005.

LBJ received $8.3 million from a Credit Facilty Advance from the Terriory of American Samoa.
This advance was necessitated by sccumulated budget deficits and compounded by local
legistation that does not allow the Medical Center Board of Directors to raise fees or charge for
‘medical services. A total of S10 millon was appropriacd and the remaining $1.7 million is
currently rstricted but presumed avilable or FY 2007 or FY 2008

For additional information, please contact Patricia Tindall, Chief Execut
4048,

Officer, at (684) 633-
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ASSETS
Current Assets:
Cash and cash equivalents s 3827654
Patient accounts receivable, nt of allowance for 1351204
doubtful accounts of $3,775,333
Other receivables 2,691,510
5 Prepaid expenses 425,503
Inventories 1165683
: Total Current Assets 9,461,644
Capital assets, net 10554384
Total Assets 520016028
'LIABILITIES AND NET ASSETS
Current Liabilities:
. Accrued salaries, wages, and related taxes s 1071695
Accounts payable 1,277,487
Due to other govermment units 57,426
- Compensated absences, current portion 922126
Total Current Liblities 3328734
Compensated absences, net of current portion 1,380,037
Long-term debt. 5000000
Total Lisbilties 9,708,771
Net Assets (Defict)
Invested in capitl asscts 10,554,384
Unrestricted net assets (deficit 047127)
Total Net Assets $_10302257

“The accompanying notes are an integral part of these financial statements.
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INDEPENDENT AUDITORS' REPORT

‘The Board of Directors
American Samoa Medical Center Authority -
Lyndon B. Johnson Tropical Medical Center

We have audited the accompanying statement of net assels of American Samoa Medical Center
Authority - Lyndon B. Johnson Tropical Medical Center (Medical Center), a component unit of the
American Samoa Government, as of September 30, 2006. These financial statements are the
responsibility of the Medical Center's management. Our responsibiliy is to express an opinion on
this financial statement based on our audit

Except as discussed in the following three paragraphs, we conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable
o the financial audits contained in Goverment 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 statemens are free of material misstatement, An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements.  An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as cvaluating the overall financial statement
presentation. We believe that our audit and the reports of other auditors provides a reasonable
basis for our opinion.

Because we were not engaged as auditors until after September 30, 2006, we were not present (0
observe the physical inventories taken at September 30, 2006, and we were unable (o satisfy
ourselves regarding inventory quantities by means of other audit procedures. The amount of
inventory at September 30, 2006 enters into the determination of changes in net assets (deficit) for
the year ended September 30, 2006,

The Balance Sheet at September 30, 2005 was not audited. The Balance Sheet accounts at
September 30, 2005 enter into the determination of changes in net assets for the year ended
September 30, 2006,

Because of the matter discussed in the preceding paragraphs, the scope of our work was not
sufficient to enable s o exprss, and we do not express, an opinion on the Statement of Reveucs,
Expenditures, and Changes in Net Assets and Statement of Cash Flows for the year ended
Scptember 30, 2006

In our opinion, based upon our audi, except for

o the effects on the financial statements, if any, as might have been determined to be necessary
had we been able to satisfy oursclves about:

i, inventory quantties at September 30, 2006;
i, the accuracy of the beginning capital assets balances
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the Statement of Net Assets, the financial position of the Medical Center as of September 30, 2006, is
firly stated in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued a report dated September 4,
2007 on our consideration of the Medical Center'sinteral contzol over financial reporting and on our
tests of their compliance with certain provisions of laws,regulations, contracts, nd granis. Thisreport
is an integral pat of an audit performed in accordance with Goverment Auditing Standards and
should be read in conjunction with this report in considering theresults of our audit.

‘The Management Discussion and Analysis on pages 3 through 7 is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certan limited procedures, which consisted principally of inquires
‘of management rogarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it

RQ Qonge Oespeatos 0.

Wexford, Pennsylvania
September 4, 2007
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Overview of the Financial Statements

“This discussion and analysis s intended to serve as an introduction of the LBJ Tropical Medical
Center's (LBJ) basic financisl statements. In accordance to Statement No. 34 of the Governmental
Accounting Standards Board, Basic Financial Statements ~ and Management’s Discussion and
Analysis — for State and Local Governments (GASB No. 34), a govemment entty’s basic financial
statements are required to contain thee componeats: 1) Government-wide financial statements, 2)
Fund financial statements, and 3) Notes to the financial statements.

‘Government-wide financial statements are designed to provide readers with a broad overview of
the govemment entity’s finances in @ manner similar to that of a private sector business. The
Statement of Net Assets presents information on all of the govemment entity’s assets and
liabilites, with the difference between the two reported as net assets. The Statement of Revenues,
Expenses and Changes in Net Assels presents information showing how the government entity’s
net assets changed during the most recent fiscal year. The Statement of Net Assets and the
Statement of Revernues, Expenses, and Changes in Net Assets are prepared using the economic
resources measurement focus and the full accrual basis of accouning.

Fund financial statements are presented to demonstrate compliance with finance-related legal
requirements. A fund is a grouping of related accouns that is used to maintain control over
resources that have been segregated for specific actvities or objectives. All funds of a govemment
entity can be divided into three categories: govermental funds, proprietary funds, and fiduciary
funds. LBI's funds are categorized as proprietary funds. Proprictry fund reporting focuses on the
determination of operating income, changes in net asscts, financial position, and cash flow.
Proprietary fund financial statements are similar 1o that of the govemment-wide financial
statements in that they are also prepared using the cconomic resources measurement focus and the
fll acerual basis of accounting.

‘Under the provisions of GASB No. 34, the LBJ Tropical Medical Center Authority is considered to
be a Special Purpose government eaity. As a Special Purpose govemment entity engaged only in
business-type_activities, the financial statements required are those for proprictary funds.
Accordingly, LBJ's basic financial statements consist of a Statement of Net Assets, a Stafement of
Revenues, Expenses, and Changes in Nt Assets, a Statement of Cash Flows, and Notes o the
Financial Statements.





