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INDEPENDENT AUDITOR’S REPORT 

 

To the Board of Trustees 

Lake Shore Hospital Authority 

Lake City, Florida 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the governmental activities of Lake 

Shore Hospital Authority, as of and for the year ended September 30, 2016, and the related notes 

to the financial statements, which collectively comprise the Authority’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 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States 

of America and the standards applicable to financial audits 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 from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the 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. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinions. 

 

Opinion 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

respective financial position of the governmental activities of the Lake Shore Hospital Authority, as 

of September 30, 2016, and the respective changes in financial position 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 and budgetary comparison information and pension 

schedules as listed in the table of contents 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 Reporting Required by Government Auditing Standards 

 

In accordance with Government Auditing Standards, we have also issued our report dated March 2, 

2017, on our consideration of the Lake Shore Hospital Authority’s internal control over financial 

reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 

and grant agreements and other matters. The purpose of that report is to describe the scope of our 

testing of internal control over financial reporting and compliance and the results of that testing, 

and not to provide an opinion on internal control over financial reporting or on compliance. That 

report is an integral part of an audit performed in accordance with Government Auditing Standards 

in considering Lake Shore Hospital Authority’s internal control over financial reporting and 

compliance. 

 

 
 

POWELL & JONES 

Certified Public Accounts 

March 2, 2017 
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LAKE SHORE HOSPITAL AUTHORITY 

 Management’s Discussion and Analysis 

 

This discussion and analysis is intended to be an easily readable analysis of the Lake Shore 

Hospital Authority’s (the Authority) financial activities based on currently known facts, decisions or 

conditions.  This analysis focuses on current year activities and should be read in conjunction with 

the financial statements that follow. 

 

Report Layout 

 

The Authority has implemented Governmental Accounting Standards Board (GASB) Statement 34, 

Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local 

Governments.  This statement requires governmental entities to report finances in accordance with 

specific guidelines.  Among those guidelines are the components of this section dealing with 

management’s discussion and analysis.  Besides this Management’s Discussion and Analysis 

(MD&A), the report consists of government-wide statements, fund financial statements, and the 

notes to the financial statements.  The first two statements are condensed and present a 

government-wide view of the Authority’s finances.  Within this view, all Authority operations are 

categorized as applicable, and reported as either governmental or business-type activities.  

Governmental activities include basic planning related services and general administration.  The 

Authority had no business-type activities in this fiscal year.  These government-wide statements are 

designed to be more corporate-like in that all activities are consolidated into a total for the 

Authority. 

 

Basic Financial Statements 

 

 The Statement of Net Position focuses on resources available for future operations.  In 

simple terms, this statement presents a snap-shot view of the assets the Authority owns the 

liabilities it owes and the net difference.  The net difference is further separated into 

amounts restricted for specific purposes and unrestricted amounts.   Governmental 

activities are reported on the accrual basis of accounting. 

 

 The Statement of Activities focuses on gross and net costs of the Authority’s programs and 

the extent to which such programs rely upon general revenues.  This statement summarizes 

and simplifies the user’s analysis to determine the extent to which programs are self-

supporting and/or subsidized by general revenues. 

 

 Fund financial statements focus separately on governmental and proprietary funds, as 

applicable.  Governmental fund statements follow the more traditional presentation of 

financial statements.  As stated above, the Authority has no proprietary funds and business-

type activities. 

 

 The notes to the financial statements provide additional disclosures required by 

governmental accounting standards and provide information to assist the reader in 

understanding the Authority’s financial condition. 

 

 The MD&A is intended to serve as an introduction to the Authority’s basic financial 

statements and to explain the significant changes in financial position and differences in 

operations between the current and prior years. 
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Reporting the Authority’s Most Significant Funds 

 

Fund Financial Statements 

 

The fund financial statements provide detailed information about the most significant funds - not 

the Authority as a whole.  Some funds are required to be established by state law and by 

contractual agreements.  However, the Authority establishes other funds to help it control and 

manage money for particular purposes or to show that it is meeting legal responsibilities for using 

certain grants and other money. 

 

 Governmental funds - All of the Authority’s services are reported in  governmental funds.  

Governmental funds focus on how money flows into and out of those funds and the 

balances left at year-end that are available for spending.  These funds are reported using an 

accounting method identified as the modified accrual basis of accounting, which measures 

cash and all other financial assets that can readily be converted into cash.  The 

governmental fund statements provide a detailed short term view of the Authority’s general 

government operations and the basic services it provides.  Governmental fund information 

helps determine whether there are more or fewer financial resources that can be spent in 

the near future to finance the Authority’s programs.  By comparing information presented 

for governmental funds with similar information presented for governmental activities in 

the government-wide statements, readers may better understand the long term effect of 

the government’s near term financing decisions.  The relationships or differences between 

governmental activities (reported in the Statement of Net Position and the Statement of 

Activities) and governmental funds is detailed in a reconciliation following the fund balance 

statements. 

 

The Authority maintains the following governmental funds that it classifies as major funds: 

 

General Fund - Used to account for the receipt of lease payments received from HMA Lake Shore, 

Inc., and the expenditure of these funds by the Authority. 

 

Special Revenue Funds - Special Revenue funds are used to account for specific revenues that are 

legally restricted to expenditures for particular purposes. 

 

Hospital Services Fund - Used to account for the receipt of ad valorem taxes and the 

payment of eligible indigent patient care and capital purchases, as provided in the  lease 

with HMA Lake Shore, Inc. 

 

Clinical Service Fund – Used to account for receipt of ad valorem taxes and payment of 

eligible clinic indigent patient care and prescription drug assistance. 

 

Capital Projects Fund - Capital Projects funds are used to account for the acquisition and 

construction of major governmental capital facilities.  The Authority maintains the Capital 

Improvements Fund to account for the capital improvements made by the Authority. 

 

Authority as a Whole 

 

Government-wide Financial Statements 

 
A condensed version of the Statement of Net Position at September 30, 2016, follows: 
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Net Position at September 30, 2016 and 2015 
 

2016 2015
Assets
Cash and investments 9,013,864$    6,914,909$    
Receivables 5,311              11,275            
Prepaid expenses 1,190,477      1,986,143      
Capital assets, net of accumulated depreciation 3,619,674      3,668,369      
Net investment in capital lease 5,993,944      5,997,654      
Total assets 19,823,270    18,578,350    

Deferred Outflows of Resources 166,249         31,337            

Liabilities
Current liabilities 79,525            147,058         
Long-term liabilities 263,908         96,980            
Total liabilities 343,433         244,038         

Deferred Inflows of Resources 41,361            -                       

Net position
Invested in capital assets 3,619,674      3,668,369      
Invested in capital lease 5,993,944      5,997,654      
Restricted 7,358,454      5,748,945      
Unrestricted 2,632,653      2,950,681      
Total net position 19,604,725$ 18,365,649$ 

Governmental Activities/
Total Government

 
 

During the year ended September 30, 2016, there was a reduction in Net Position, based upon the 
adopted budget. 
 
A condensed version of the Statement of Activities follows: 
 
 Governmental Activities 
 For the Fiscal Years Ended September 30, 2016 and 2015 
 

2016 2015
Revenues:
General revenues
  Ad valorem taxes 2,247,489$    2,179,127$        
  Interest 65,088            37,588                
  Lease income 511,548         519,715             
  Other 8,884              5,263                  
Total revenues 2,833,009      2,741,693          

Expenses:
General government 614,756         982,568             
Human services 979,177         1,085,547          
Total expenses 1,593,933      2,068,115          

Change in net position 1,239,076      673,578             
Beginning net position 18,365,649    17,692,071        
Ending net position 19,604,725$ 18,365,649$     
  

Governmental Activities/
Total Government
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Governmental activities 

 

Health care program expenditures decreased $106,370 from $1,085,547 in the prior year to 

$979,177 in the current year. 

 

Capital Assets and Debt Administration 

 

Capital Assets 

 

At September 30, 2016, the Authority has $3,619,674 invested in capital assets, consisting 

primarily of land and buildings. 

 

 Capital Assets at September 30, 2016 and 2015 

 

2016 2015

Land 2,249,092$    2,249,092$    

Building 1,703,237      1,703,237      

Office equipment 108,573         101,289         

4,060,902      4,053,618      

Accumulated depreciation (441,228)        (385,249)        

Capital assets, net 3,619,674$    3,668,369$    

   
Financial Contact  

 

The Authority’s financial statements are designed to present users (citizens, taxpayers, customers, 

and creditors) with a general overview of the Authority’s finances and to demonstrate the 

Authority’s accountability.  If you have questions about the report or need additional financial 

information, please contact the Authority’s Executive Director at 259 N.E. Franklin Street, Lake City, 

Florida  32055. 
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LAKE SHORE HOSPITAL AUTHORITY 

 

 NOTES TO FINANCIAL STATEMENTS 

 September 30, 2016 

 

 

 

 

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Lake Shore Hospital Authority is a special purpose, independent special district of the State of 

Florida.  The Authority was established on July 10, 1963, by a special act of Florida Legislature, 

Chapter 63-1247 of the Laws of Florida.  Accordingly, it is controlled by the Florida Constitution and 

various Florida Statutes as well as its enacting legislation and Authority policies.  It is governed by a 

seven member board who are appointed by the Governor. 

 

In June 1999, the GASB approved Statement 34 Basic Financial Statements and Management 

Discussion and Analysis for State and Local Governments.  This statement provides for significant 

changes in financial reporting and is scheduled for phased implementation over a three year period 

of time based on the size of the government.  The Authority implemented these provisions in the 

2004 fiscal year as required by the statement. 

 

The financial statements of the Lake Shore Hospital Authority have been prepared in conformity 

with generally accepted accounting principles (GAAP) as applied to governmental.  The Government 

Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 

governmental accounting and financial reporting principles.  The more significant of the Authority's 

accounting policies are described below: 

 

A.  Reporting entity - The Authority’s financial statements include all funds over which the Board of 

Trustees exercises oversight responsibility.  Oversight responsibility includes such aspects as 

appointment of governing body members, designation of management, the ability to significantly 

influence operations, and accountability for fiscal matters.  Based upon the application of these 

criteria, management determined that no potential component units existed which should be 

included within the reporting entity.  Likewise the Authority is not includible as a component unit 

within another reporting entity. 

 

B.  Fund Accounting - The Authority uses funds to report on its financial position and the results of 

its operations.  Fund accounting is designed to demonstrate legal compliance and to aid financial 

management by segregating transactions related to certain governmental functions or activities.  A 

fund is a separate accounting entity with a self-balancing set of accounts.  The various funds are 

grouped in the financial statements in this report into one fund type and three fund categories as 

follows: 

 

Governmental Funds 

 

General Fund – The General Fund is used to account for and report all financial resources not 

accounted for and reported in another fund.  The Authority maintains the General Fund to account 

for revenues from its lease payment receipts. 
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Special Revenue Funds - Special Revenue funds are used to account for specific revenues that are 

legally or contractually restricted to expenditures for particular purposes.  The Authority maintains 

separate special revenue funds to account for revenues from its lease payment receipts and ad 

valorem tax levies. 

 

Capital Projects Fund - Capital Projects funds are used to account for the acquisition and 

construction of major capital facilities other than those financed by proprietary funds and trust 

funds.  The Authority maintains the Capital Improvements Fund to account for the capital 

improvements associated with the on-going renovations of the leased hospital facilities. 

 

C.  Basic Financial Statements - Basic financial statements are presented at both the government-

wide and fund financial level.  Both levels of statements categorize primary activities as either 

governmental or business-type. 

 

Government-wide financial statements report information about the reporting unit as a whole.  For 

the most part, the effect of any interfund activity has been removed from these statements.  These 

statements focus on the sustainability of the Authority as an entity and the change in aggregate 

financial position resulting from the activities of the year.  These aggregated statements consist of 

the Statement of Net Position and the Statement of Activities. 

 

The statement of activities demonstrates the degree to which the direct expenses of a given 

function are offset by program revenues.  Direct expenses are those that are clearly identifiable 

with a specific function.  Program revenues include charges to customers or applicants who 

purchase, use, or directly benefit from goods, services, or privileges provided by a given function.  

Other items not reported as program revenues are reported instead as general revenues. 

 

Fund financial statements report information at the individual fund level. Each fund is considered 

to be a separate accounting entity.  The Authority reports the General Fund, special revenue funds, 

and a capital projects fund, and a debt service fund which are governmental funds. 

 

D.  Measurement focus, basis of accounting - The government-wide financial statements are 

reported using the economic resources measurement focus and the accrual basis of accounting.  

Revenues are recorded when earned and expenses are recorded when a liability is incurred, 

regardless of the timing of related cash flows. 

 

The accounting and financial reporting treatment applied to a fund is determined by its 

measurement focus.  Governmental fund  financial statements are reported as using a current 

financial resources measurement focus.  With this measurement focus, only current assets and 

current liabilities generally are included on the balance sheet.  Operating statements of these funds 

present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and 

other financing uses) in net position. 

 

The modified accrual basis of accounting is used by all governmental fund types.  Under the 

modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., 

when they become both 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 to be used to pay liabilities of the current period.  The Authority considers most 

revenues as available if they are collected within sixty days after year end.  Expenditures are 

recorded when the related fund liability is incurred.   Principal and interest on general long-term 

debt are recorded as fund liabilities when amounts have been accumulated for payments to be 

made early in the following year. 
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E.  Cash and cash equivalents 
 
Deposits with Financial Institutions - The Authority’s cash at September 30, 2016, consists of 
legally authorized deposits in institutions which are certified as Qualified Public Depositories under 
the Florida Public Deposits Act.  Therefore, the Authority’s cash at September 30, 2016, is insured 
through the Bureau of Collateral Securities, Division of Treasury, State Department of Insurance. 
 
Investments - Section 218.415, Florida Statutes, authorizes the Authority to invest in the Local 
Government Surplus Funds Trust, direct obligations of the United States Government, obligations 
unconditionally  guaranteed  by  the  United States, time deposits and savings accounts of Florida  
Qualified Depositories, and Securities and Exchange Commission restricted money market funds 
with the highest credit quality rating from a nationally recognized rating agency. 
 
GASB Standard No. 3, “Deposits with Financial Institutions, Investment (including Repurchase 
Agreements), and Reverse Repurchase Agreements,” stipulates that investments should be 
classified in credit risk categories to give an indication of the level of risk assumed at year end.  
Category 1 includes deposits that are insured or registered, or for which the securities are held by 
the Authority or its agent in the Authority’s name.  Category 2 includes uninsured and unregistered 
deposits for which the securities are held by the counterparty’s trust department or agent in the 
Authority’s name.  At year end, Authority investments consisted of certificates of deposit at 
qualified depositories which are insured.  The investments are stated at the lower of cost or fair 
market value as prescribed by generally accepted accounting principles. 
 

Market
1 2 Cost Value

Description
Certificates of Deposit 6,035,237$ -$                   6,035,237$    6,035,237$ 
Tax Certificates -                     2,295            2,295              2,295            

6,035,237$ 2,295$         6,037,532$    6,037,532$ 
  

Category

 
F.  Budgets - Budgets are adopted on a basis consistent with generally accepted accounting 
principles.  Annual appropriated budgets are adopted for the Authority’s governmental funds.  All 
annual appropriations lapse at fiscal year end.  Budgeted amounts are as originally adopted or as 
amended by the Board of Trustees. 
 
G.  Estimates - The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
certain reported amounts and disclosures.  Accordingly, actual results could differ from those 
estimates. 
 
H.  Fund Balances – Governmental Funds – As of September 30, 2016, fund balances of the 
governmental funds are classified as follows: 
 
 Nonspendable – amounts that cannot be spent either because they are in non-spendable 

form or because they are legally or contractually required to be maintained intact. 
 
 Restricted – amounts that can be spent only for specific purposes because of constitutional 

provisions, charter requirements, or enabling legislation or because of constraints that are 
externally imposed by creditors, grantors, contributors, or the laws or regulations of other 
governments. 

 
 Committed – amounts that can be used only or specific purposes determined by a formal 

action of the Board.  The Board is the highest level of decision making authority for the 
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Authority.  Commitments may be established, modified, or rescinded only through 
resolutions approved by the Board. 

 

 Assigned – amounts that do not meet the criteria to be classified as restricted or 

committed but that are intended to be used for specific purpose.  Under the Authority’s 

adopted policy, only the Board may assign amounts for specific purposes. 

 

 Unassigned – all other spendable amounts. 

 

As of September 30, 2016, fund balances are composed of the following: 

 
Hospital Clinical Capital Total

General Services Services Improvements Governmental

Fund Fund Fund Fund Funds

Nonspendable, long-term

  assets 5,993,944$    -$                        -$                        -$                        5,993,944$          

Assigned:

  Hospital services -                       4,038,579          -                           -                           4,038,579             

   Clinical services -                       -                           1,424,954          -                           1,424,954             

   Capital outlay -                       -                           -                           1,469,015          1,469,015             

  Legal expenses 400,000          -                           -                           -                           400,000                

Unassigned funds 2,797,579      -                           -                           -                           2,797,579             

Total fund balances 9,191,523$    4,038,579$       1,424,954$       1,469,015$       16,124,071$        

 
 

NOTE 2.  RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 

 

A. Explanation of Differences Between the Governmental Fund Balance Sheet and the         

Government-wide Statement of Net Position 

 

“Total fund balances” of the Authority’s Governmental Funds $16,124,071 differs from “Net 

Position” of governmental activities $19,604,725 reported in the statement of net position.  This 

difference results from the long-term economic focus of the statement of net position versus the 

current financial resources focus of the governmental fund balance sheet. 

 

Capital related items 

 

When capital assets (property, plant, equipment) that are to be used in governmental activities are 

purchased or constructed, the cost of these assets are reported as expenditures in governmental 

funds.  However, the statement of net position included those capital assets among the capital 

assets of the Authority as a whole. 

 

Property, plant and equipment of the Authority are depreciated using the straight-line method over 

the following estimated useful lives: 

 

Assets Years

Buildings and improvements 10 - 50

Machinery and equipment 5 - 14  
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Cost of capital assets 4,060,902$ 

Accumulated depreciation (441,228)      

  Total 3,619,674$ 

   
Eliminations of interfund receivables/payable 

 

Interfund receivables and payables in the amount of $709,418 between governmental funds must 

be eliminated for the Statement of Net Position. 

 

Long-term debt transactions 

 

Long-term liabilities to the Authority’s governmental activities are not due and payable in the 

current period and accordingly, are not reported as fund liabilities.  All liabilities (both current and 

long-term) are reported in the statement of net position.  Balances at September 30, 2016 were: 

 

Compensated absences 27,022$     

Net pension liability 236,886     

Deferred inflows of resources 41,361        

Deferred outflows of resources (166,249)    

139,020$   
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B. Explanation of Differences Between Governmental Fund Operating Statements and the         

Statement of Activities 

 

The “net change in fund balances” for the Governmental Funds $1,343,603 differs from the 

“change in net position” for governmental activities $1,239,076 reported in the statement of 

activities.  The differences arise primarily from the long-term economic focus of the statement of 

activities versus the current financial resources focus of the governmental funds.  The effect of the 

differences is illustrated below. 

 

Capital related items 

 

When capital assets that are to be used in governmental activities are purchased or constructed, 

the resources expended for those assets are reported as expenditures in governmental funds.  

However, in the statement of activities, the costs of those assets is allocated over their estimated 

useful lives and reported as depreciation expense.  As a result, fund balances decrease by the 

amount of financial resources expended, whereas net position decreases by the amount of 

depreciation expense charges for the year. 

 

Expenditures for capital assets

Depreciation expense 48,695$       

 
Long-term debt transactions 

 

Some expenses reported in the statement of activities do not require the use of current financial 

resources, therefore, are not reported as expenditures in governmental funds. 

 

 

Net increase in compensated absences 9,477$      

Net increase in net pension liability 139,906   

Net increase in deferred outflows of resources (134,912)  

Net increase in deferred inflows of resources 41,361      

55,832$   
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NOTE 3. PROPERTY TAX 
 
As provided in the "Indigent Care Agreement" between the Authority and Lake Shore Hospital, Inc., 
and as allowed by its enacting laws, the Authority annually levies ad valorem property taxes in 
Columbia County to fund emergency indigent health care to eligible residents of the County. 
 
Procedures for collecting delinquent taxes, including applicable tax certificate sales, tax deed sales 
and tangible personal property seizure and sales are provided for by the laws of Florida.  Collections 
of Authority taxes and remittances, including delinquent taxes, are accounted for in the County Tax 
Collector's office in accordance with applicable Florida laws.  Due to these collection procedures, no 
material amounts of unpaid taxes were outstanding at year end.   
 

 

NOTE 4.  COST-SHARING MULTIPLE EMPLOYER DEFINED BENEFIT PENSION PLANS – 

FLORIDA RETIREMENT SYSTEM PLAN AND THE RETIREE HEALTH INSURANCE 

SUBSIDY PROGRAM 

 

Florida Retirement System: 

 

General Information - All of the Authority’s employees participate in the Florida Retirement System 

(FRS). As provided by Chapters 121 and 112, Florida Statutes, the FRS provides two cost sharing, 

multiple employer defined benefit plans administered by the Florida Department of Management 

Services, Division of Retirement, including the FRS Pension Plan (“Pension Plan”) and the Retiree 

Health Insurance Subsidy (“HIS Plan”).  Under Section 121.4501, Florida Statutes, the FRS also 

provides a defined contribution plan (“Investment Plan”) alternative to the FRS Pension Plan, which 

is administered by the State Board of Administration (“SBA”). As a general rule, membership in the 

FRS is compulsory for all employees working in a regularly established position for a state agency, 

county government, district school board, state university, community college, or a participating city 

or special district within the State of Florida.  The FRS provides retirement and disability benefits, 

annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.  Benefits 

are established by Chapter 121, Florida Statutes, and Chapter 60S, Florida Administrative Code.  

Amendments to the law can be made only by an act of the Florida State Legislature.   

 

The State of Florida annually issues a publicly available financial report that includes financial 

statements and required supplementary information for the FRS.  The latest available report may 

be obtained by writing to the State of Florida Division of Retirement, Department of Management 

Services, P.O. Box 9000, Tallahassee, Florida 32315-9000, or from the Web site:  

www.dms.myflorida.com/workforce_operations/retirement/publications. 

 

Pension Plan 

 

Plan Description – The Pension Plan is a cost-sharing multiple-employer defined benefit pension 

plan, with a Deferred Retirement Option Program (“DROP”) for eligible employees. 

 

Benefits Provided - Benefits under the Pension Plan are computed on the basis of age, average 

final compensation, and service credit.  For Pension Plan members enrolled before July 1, 2011, 

Regular class members who retire at or after age 62 with at least six years of credited service or 30 

years of service regardless of age are entitled to a retirement benefit payable monthly for life, 

equal to 1.6% of their final average compensation based on the five highest years of salary, for 

each year of credited service.  Vested members with less than 30 years of service may retire before 

age 62 and receive reduced retirement benefits. Special Risk Administrative Support class 

members who retire at or after age 55 with at least six years of credited service or 25 years of 
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service regardless of age are entitled to a retirement benefit payable monthly for life, equal to 1.6% 

of their final average compensation based on the five highest years of salary, for each year of 

credited service. Special Risk class members (sworn law enforcement officers, firefighters, and 

correctional officers) who retire at or after age 55 with at least six years of credited service, or with 

25 years of service regardless of age, are entitled to a retirement benefit payable monthly for life, 

equal to 3.0% of their final average compensation based on the five highest years of salary for 

each year of credited service. Senior Management Service class members who retire at or after age 

62 with at least six years of credited service or 30 years of service regardless of age are entitled to 

a retirement benefit payable monthly for life, equal to 2.0% of their final average compensation 

based on the five highest years of salary for each year of credited service.  Elected Officers’ class 

members who retire at or after age 62 with at least six years of credited service or 30 years of 

service regardless of age are entitled to a retirement benefit payable monthly for life, equal to 3.0% 

(3.33% for judges and justices) of their final average compensation based on the five highest years 

of salary for each year of credited service.  

 

For Plan members enrolled on or after July 1, 2011, the vesting requirement is extended to eight 

years of credited service for all these members and increasing normal retirement to age 65  or 33 

years of service regardless of age for Regular, Senior Management Service, and  Elected Officers’ 

class members, and to age 60 or 30 years of service regardless of age for Special Risk and Special 

Risk Administrative Support class members. Also, the final average compensation for all these 

members will be based on the eight highest years of salary. 

 

As provided in Section 121.101, Florida Statutes, if the member is initially enrolled in the 

Pension Plan before July 1, 2011, and all service credit was accrued before July 1, 2011, the 

annual cost-of­ living adjustment is three percent per year. If the member is initially enrolled 

before July 1, 2011, and has service credit on or after July 1, 2011, there is an individually 

calculated cost-of-living adjustment. The annual cost-of-living adjustment is a proportion of three 

percent determined by dividing the sum of the pre-July 2011 service credit by the total service 

credit at retirement multiplied by three percent.  Plan members initially enrolled on or after July 

1, 2011, will not have a cost-of-living adjustment after retirement. 

 

In addition to the above benefits, the DROP program allows eligible members to defer receipt of 

monthly retirement benefit payments while continuing employment with a FRS employer for a 

period not to exceed 60 months after electing to participate.  Deferred monthly benefits are held in 

the FRS Trust Fund and accrue interest. There are no required contributions by DROP participants. 

 

Contributions – Effective July 1, 2011, all enrolled members of the FRS, other than DROP 

participants, are required to contribute three percent of their salary to the FRS.  In addition to 

member contributions, governmental employers are required to make contributions to the FRS 

based on state-wide contribution rates established by the Florida Legislature. These rates are 

updated as of July 1 of each year.  The employer contribution rates by job class for the periods from 

October 1, 2015 through June 30, 2016 and from July 1, 2016 through September 30, 2016, 

respectively, were as follows: Regular—7.26% and 7.52%; Special Risk Administrative Support—

32.95% and 28.06%; Special Risk—22.04% and 22.57%; Senior Management Service—21.43% and 

21.77%; Elected Officers’—42.27% and 42.47%; and DROP participants—12.88% and 12.99%. 

These employer contribution rates include 1.66% and 1.66% HIS Plan subsidy for the periods 

October 1, 2015 through June 30, 2016 and from July 1, 2016 through September 30, 2016, 

respectively. 

 

The Authority’s contributions, including employee contributions, to the Pension Plan totaled 

$27,915 for the fiscal year ended September 30, 2016. 
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions – At September 30, 2016, the Authority reported a liability of 

$166,378 for its proportionate share of the Pension Plan’s net pension liability. The net pension 

liability was measured as of June 30, 2016, and the total pension liability used to calculate the net 

pension liability was determined by an actuarial valuation as of July 1, 2016. The Authority’s 

proportionate share of the net pension liability was based on the Authority’s 2015-16 fiscal 

year contributions relative to the 2014-15 fiscal year contributions of all participating 

members. At June 30, 2016, the Authority's proportionate share was 0.000658922 percent, 

which was an increase of 5.48 percent from its proportionate share measured as of June 30, 

2014. 

 

For the fiscal year ended September 30, 2016, the Authority recognized pension expense of 

$43,198. In addition the Authority reported deferred outflows of resources and deferred inflows of 

resources related to pensions from the following sources: 

 

Deferred Outflows Deferred Inflows 

Description of Resources of Resources

Differences between expected and actual

  experience 12,739$                      1,549$                      

Changes in assumptions 10,065                        -                                 

Net difference between projected and actual

  earnings on Pension Plan investments 76,540                        33,533                      

Changes in proportion and differences

  between Authority Pension Plan contributions and

  proportionate share of contributions 44,229                        1,138                        

Authority Pension Plan contributions subsequent

  to the measurement date 5,942                          -                                 

Total 149,515$                   36,220$                   

 
The deferred outflows of resources related to the Pension Plan, totaling $5,942 resulting from 

Authority contributions to the Plan subsequent to the measurement date, will be recognized as a 

reduction of the net pension liability in the fiscal year ended September 30, 2017. Other amounts 

reported as deferred outflows of resources and deferred inflows of resources related to the Pension 

Plan will be recognized in pension expense as follows: 

 

Fiscal Year Ending

September 30 Amount

2017 14,787$                                

2018 14,787                                   

2019 42,797                                   

2020 29,290                                   

2021 4,308                                     

Thereafter 1,384                                     

107,353$                              
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Actuarial Assumptions – The total pension liability in the June 30, 2016 actuarial valuation was 

determined using the following actuarial assumption, applied to all periods included in the 

measurement: 

 

 Inflation    2.60 % 

 Salary increases   3.25%, average, including inflation 

 Investment rate of return  7.60%, net of pension plan investment 

           expense, including inflation 

 

Mortality rates were based on the Generational RP-2000 with Projection Scale BB tables. 

 

The actuarial assumptions used in the July 1, 2016, valuation were based on the results of an 

actuarial experience study for the period July 1, 2008 through June 30, 2013. 

 

The long-term expected rate of return on Pension Plan investments was not based on historical 

returns, but instead is based on a forward-looking capital market economic model. The allocation 

policy’s description of each asset class was used to map the target allocation to the asset classes 

shown below. Each asset class assumption is based on a consistent set of underlying assumptions 

and includes an adjustment for the inflation assumption. The target allocation and best estimates 

of arithmetic and geometric real rates of return for each major asset class are summarized in the 

following table: 

Compound

Annual Annual

Target Arithmetic (Geometric) Standard

Asset Class Allocation (1) Return Return Deviation

Cash 1.0% 3.0% 3.0% 1.7%

Fixed Income 18.0% 4.7% 4.6% 4.6%

Global Equity 53.0% 8.1% 6.8% 17.2%

Real Estate  10.0% 6.4% 5.8% 12.0%

Private Equity 6.0% 11.5% 7.8% 30.0%

Strategic Investments 12.0% 6.1% 5.6% 11.1%

Total 100.0%

Assumed Inflation - Mean 2.6% 1.9%

(1) As outlined in the Pension Plan's investment policy  
 

Discount Rate - The discount rate used to measure the total pension liability was 7.60%. The 

Pension Plan’s fiduciary net position was projected to be available to make all projected future 

benefit payments of current active and inactive employees. Therefore, the discount rate for 

calculation the total pension liability is equal to the long-term expected rate of return. 

 

Sensitivity of the Authority’s Proportionate Share of the Net Position Liability to Changes in the 

Discount Rate -  The following represents the Authority’s proportionate share of the net pension 

liability calculated using the discount rate of 7.60%, as well as what the Authority’s proportionate 

share of the net pension liability would be if it were calculated using a discount rate that is one 

percentage point lower (6.60%) or one percentage point higher (8.6%) than the current rate: 
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Current 

1% Decrease Discount Rate 1% Increase

(6.60%) (7.60%) (8.60%)

Authority's proportionate share of 

  the net pension liability 306,313$         166,378$         49,900$            

 
Pension Plan Fiduciary Net Position -  Detailed information regarding the Pension Plan’s fiduciary 

net position is available in the separately issued FRS Pension Plan and Other State-Administered 

Systems Comprehensive Annual Financial Report. 

 

Payables to the Pension Plan -  At September 30, 2016, the Authority had $2,659 in payables to 

report for outstanding contributions to the Pension Plan required for the fiscal year ended 

September 30, 2016. 

 

HIS Plan 

 

Plan Description – The HIS Plan is a cost-sharing multiple-employer defined benefit pension plan 

established under Section 112.363, Florida Statutes, and may be amended by the Florida 

legislature at any time. The benefit is a monthly payment to assist retirees of State-administered 

retirement systems in paying their health insurance costs and is administered by the Florida 

Department of Management Services, Division of Retirement. 

 

Benefits Provided – For the fiscal year ended September 30, 2016, eligible retirees and 

beneficiaries received a monthly HIS payment of $5 for each year of creditable service completed 

at the time of retirement, with a minimum HIS payment of $30 and a maximum HIS payment of 

$150 per month. To be eligible to receive these benefits, a retiree under a State-administered 

retirement system must provide proof of health insurance coverage, which may include medicare. 

 

Contributions – The HIS Plan is funded by required contributions from FRS participating employers 

as set by the Florida Legislature. Employer contributions are a percentage of gross compensation 

for all active FRS members. For the fiscal year ended September 30, 2016, the HIS contribution for 

the period October 1, 2015 through June 30, 2016 and from July 1, 2016 through September 30, 

2016 was 1.66% and 1.66%, respectively. The Authority contributed 100% of its statutorily 

required contributions for the current and preceding three years. HIS Plan contribution are 

deposited in a separate trust fund from which payments are authorized. HIS Plan benefits are not 

guaranteed and are subject to annual legislative appropriation. In the event legislative 

appropriation or available funds fail to provide full subsidy benefits to all participants, benefits may 

be reduced or cancelled. 

 

The Authority’s contributions, including employee contributions to the HIS Plan, totaled $4,905 for 

the fiscal year ended September 30, 2016. 

 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 

Resources Related to Pensions – At September 30, 2016, the Authority reported a liability of 

$70,508 for its proportionate share of the HIS Plan’s net pension liability. The net pension liability 

was measured as of June 30, 2016, and the total pension liability used to calculate the net pension 

liability was determined by an actuarial valuation as of July 1, 2016. The Authority’s proportionate 

share of the net pension liability was based on the Authority’s 2015-16 fiscal year contributions 

relative to the 2014-15 fiscal year contributions of all participating members. At June 30, 2016, 

the Authority's proportionate share was 0.000604983 percent, which was an increase (decrease) 

of (3.90) percent from its proportionate share measured as of June 30, 2014. 
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For the fiscal year ended September 30, 2016, the Authority recognized pension expense of 

$3,157.  In addition the Authority reported deferred outflows of resources and deferred inflows of 

resources related to pensions from the following sources: 

 

Deferred Outflows Deferred Inflows 

Description of Resources of Resources

Differences between expected and actual

  experience -$                           161$                  

Changes in assumptions 11,065                  -                          

Net difference between projected and actual

  earnings on HIS Plan investments 36                          -                          

Changes in proportion and differences

  between Authority HIS Plan contributions and

  proportionate share of contributions 4,866                    4,980                 

Authority HIS Plan contributions subsequent

  to the measurement date 767                       -                          

Total 16,734$               5,141$               

 
The deferred outflows of resources related to the HIS Plan, totaling $767 resulting from Authority 

contributions to the HIS Plan subsequent to the measurement date, will be recognized as a 

reduction of the net pension liability in the fiscal year ended September 30, 2016. Other amounts 

reported as deferred outflows of resources and deferred inflows of resources related to the HIS 

Plan will be recognized in pension expense as follows: 

 

Fiscal Year Ending

September 30 Amount

2017 1,939$                         

2018 1,939                           

2019 1,932                           

2020 1,929                           

2021 1,668                           

Thereafter 1,419                           

10,826$                      

 
Actuarial Assumptions – The total pension liability in the July 1, 2016, actuarial valuation was 

determined using the following actuarial assumptions, applied to all periods included in the 

measurement: 

 

 Inflation    2.60 % 

 Salary increases   3.25%, average, including inflation 

 Municipal bond rate   2.85 % 

 

Mortality rates were based on the Generational RP-2000 with Projection Scale BB tables. 
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The actuarial assumptions used in the July 1, 2016, valuation were based on the results of an 

actuarial experience study for the period July 1, 2008 through June 30, 2013. 

 

Discount Rate - The discount rate used to measure the total pension liability was 2.85%. In general, 

the discount rate for calculating the total pension liability is equal to the single rate equivalent to 

discounting at the long-term expected rate of return for benefit payments prior to the projected 

depletion date. Because the HIS benefit is essentially funded on a pay-as-you-go basis, the 

depletion date is considered to be immediate, and the single equivalent discount rate is equal to 

the municipal bond rate selected by the HIS Plan sponsor. The Bond Buyer General Obligation 20-

Bond Municipal Bond Index was adopted as the applicable municipal bond index. 

 

Sensitivity of the Authority’s Proportionate Share of the Net Position Liability to Changes in the 

Discount Rate - The following represents the Authority’s proportionate share of the net pension 

liability calculated using the discount rate of 2.85%, as well as what the Authority’s proportionate 

share of the net pension liability would be if it were calculated using a discount rate that is one 

percentage point lower (1.85%) or one percentage point higher (3.85%) than the current rate: 

 

Current 

1% Decrease Discount Rate 1% Increase

(1.85%) (2.85%) (3.85%)

Authority's proportionate share of 

  the net pension liability 80,889$                 70,508$                 61,893$              

 
Pension Plan Fiduciary Net Position -  Detailed information regarding the HIS Plan’s fiduciary net 

position is available in the separately issued FRS Pension Plan and Other State-Administered 

Systems Comprehensive Annual Financial Report. 

 

Payables to the Pension Plan -  At September 30, 2016, the Authority  did not have any payables to 

report for outstanding contributions to the HIS Plan required for the fiscal year ended September 

30, 2016. 

 

 
NOTE 5. DEPOSITS 
 
The bank balances of the Authority's deposits were fully insured by federal depository insurance or 
pledged collateral under state law. 
 
 
NOTE 6. LONG TERM CAPITAL  LEASE 
 
On April 1, 1987, Lake Shore Hospital Authority of Columbia County, Florida (lessor), acting through 
its Board of Trustees entered into a lease agreement with Lake Shore Hospital, Inc., (lessee), a 
Florida not-for-profit corporation, a wholly owned subsidiary of Santa Fe Health Care, Inc., and a 
charitable corporation, as described in section 501(c)(3) of the Internal Revenue Code of 1954, as 
amended. 
 
Terms of lease are in part as follows: 
 
A. Property Leased:  All hospital property, plant and equipment. 
B. Duration of Term:  April 1, 1987 through March 31, 2022. 
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C. Lease Payment:  The lessee shall pay as lease payments to lessor the sum of $600,000 
annually in equal monthly installments.  The lease payment shall be used to pay the debt 
service required to be paid by lessor on the existing and future long-term debt of the lessor.   

 
On January 31, 1996, the Authority entered into an agreement consenting to the assignment of 
this lease agreement to Southeastern Healthcare Foundation, Inc. (Southeastern) a wholly owned 
affiliate of Shands Teaching Hospitals and Clinics, Inc.  In conjunction with this lease assignment, 
the lease terms were amended in the following significant areas concerning financial matters: 
 
1. The lease term was extended nine years, so as to expire on March 31, 2031. 
 
2. Southeastern will guarantee payment of the outstanding bond issue by making an escrow 

deposit with a Trustee in the amount of the bonds, and directly making all payments and 
performing all conditions relating to the bonds.  This escrow deposit will remain with the 
Trustee so long as the Authority levies the ad valorem tax required by the "Indigent Care 
Agreement" described in Note 3. 

 
3. Once these provisions relating to the bond issue are enacted by Southeastern, the lease 

payments will be reduced to $240,000 per year, which is net of the bond issue payments.  
This lease amount will be adjusted annually based upon changes in the Consumer Price 
Index. 

 
4. The "working capital" long-term receivable of $1,259,282 was returned to the Authority by 

Lake Shore Hospital, Inc. on March 4, 1996. 
 
On March 12, 1997, this lease was subsequently assigned by Southeastern to Shands at Lake 
Shore, Inc., another wholly owned affiliate of Shands Teaching Hospitals and Clinics, Inc., under 
substantially the same terms. 
 
On July 25, 2003, the Authority entered into an Amended and Restated Lease Agreement with 
Shands at Lake Shore, Inc.  The terms of this agreement incorporated, and were substantially the 
same as the significant provisions of the preceding agreements. 
 
Effective on July 1, 2010, the Authority entered into an amended and restated lease agreement 
with HMA Lake Shore, Inc.   Under the terms of this agreement, the existing hospital lease was 
assigned to HMA Lake Shore, Inc., a private corporation.   The terms of the lease remained 
substantially the same except the term which was extended until June 30, 2040, and the full 
amount of the lease payment was recalculated to $389,303 annually payable in equal monthly 
installments.  The amount of the monthly payment will be adjusted annually in accordance with the 
change in the CPI-U index.  Other provisions required Shands at Lake Shore, Inc. to pay off the 
outstanding balance of the bonds described in Note 7, below, and provisions requiring clarification 
of lessee responsibility for building repairs and renovations. 
 
The Authority's net investment in this direct financing lease at September 30, 2016, was 
$5,993,944.  Lease payments in the amount of  $434,708 were received for the current year. 
 
Future minimum payments to be received from the direct financing lease as of September 30, 
2016, are as follows: 
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Fiscal Year Ending

September 30,

2017 447,186$              

2018 456,130                

2019 465,253                

2020 474,558                

2021 484,049                

2022-2026 2,569,391             

2027-2031 2,836,815             

2032-2036 3,132,073             

2037-2040 2,562,498             

13,427,953           

Less amount representing

interest revenue under the lease (7,434,009)            

5,993,944$           

     
 

 
NOTE 7. INTERFUND ASSETS/LIABILITIES 
 
Due from/to other funds: 
 

Receivable Fund Payable Fund Amount

Hospital services Operating 686,389$    

Clinical services Hospital services 12,829         

Capital improvements Hospital services 10,200         

709,418$    
   

 
 NOTE 8.  CAPITAL ASSETS 
 
Capital asset activity for the fiscal year ended September 30, 2016, follows: 
 

Beginning Ending

Balance Increases Decreases Balance

Land 2,249,092$ -$                   -$                   2,249,092$ 

Depreciable

  Buildings 1,703,237    -                     -                     1,703,237    

  Equipment 101,289       7,284            -                     108,573       

Total depreciable 1,804,526    7,284            -                     1,811,810    

Accumulated depreciation (385,249)      (55,979)        -                     (441,228)      

Depreciable capital assets, net 1,419,277    (48,695)        -                     1,370,582    

  

Total capital assets, net 3,668,369$ (48,695)$      -$                   3,619,674$ 

   
Total depreciation of $55,979 was charged to the General Government function of the Authority 

primary government. 
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NOTE 9.  RISK MANAGEMENT 

 
The Authority is exposed to various risks of loss related to theft of, damage to and destruction of 
assets; and injury or death on the job of all employees.  These risks are primarily covered by 
commercial insurance purchased from independent third parties.  Settled claims from these risks 
have not exceeded commercial or workers' compensation insurance coverage for the past three 
years.  There has been no reduction in insurance coverage from the previous year. 
 
 
NOTE 10.  SUBSEQUENT EVENTS 

 

In preparing these financial statements,  the Authority has evaluated events and transactions for 

potential recognition or disclosure through March 2, 2017, the date the financial statements were 

available to be issued. 
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LAKE SHORE HOSPITAL AUTHORITY 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 

For the Fiscal Year Ended September 30, 2016 

 

 

A. Budgetary Information: 

 

An annual budget is adopted on a basis consistent with accounting principles generally accepted in 

the United States of America for all funds.  All annual appropriations lapse at fiscal year end. 

 

The Authority generally follows these procedures in establishing the budgetary data for the 

governmental funds as reflected in the financial statements: 

 

1. Prior to September 30, the Executive Director submits to the Board of Trustees a 

proposed operating budget for the fiscal year commencing the following October.  

The operating budget includes proposed expenditures and the means of financing 

them. 

  

2. Public hearings are conducted following preliminary examination and revision of the 

proposed operating budget by the Board of Trustees. 

 

3. After public hearings and necessary revisions have been completed, the budget is 

approved. 

 

4. The legal level of budgetary control is the fund level. 

 

5. Formal budgetary integration is employed as a management control device during 

the year for all funds of the Authority. 
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REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF LAKE SHORE HOSPITAL AUTHORITY’S  

PROPORTIONATE SHARE OF NET PENSION LIABILITY 

FLORIDA RETIREMENT SYSTEM AND HEALTH INSURANCE SUBSIDY PROGRAM 

LAST 10 FISCAL YEARS* 

 

2016 2015 2014

Authority's proportion of the FRS net pension liability 0.000658922 0.000624707% 0.000624707%

Authority's proportionate share of the FRS net pension liability 166,378$                   38,116$                     38,116$                      

Authority's proportion of the  HIS net pension liability 0.000604983 0.006295400% 0.000629540%

Authority's proportionate share of the HIS net pension liability 70,508$                     58,864                       58,864                         

Authority's proportionate share of the total net pension liability 236,886$                   96,980$                     96,980$                      

Authority's covered-employee payroll 189,252$                   165,485$                   180,402$                    

Authority's proportionate share of the net pension liability  as a percentage of its 

covered-employee payroll 125.16% 58.60% 53.76%

Plan fiduciary net position as a percentage of the total pension liability 79.36% 86.53% 90.67%

Note 1) The amounts presented for each year were determined as of the June 30 year end of 

the Florida Retirement System

*GASB 68 requires information for 10 years.  However, until a full 10-year trend is compiled, 

only those years for which information is available is presented.  
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REQUIRED SUPPLEMENTARY INFORMATION 

SCHEDULE OF LAKE SHORE HOSPITAL AUTHORITY’S CONTRIBUTIONS 

FLORIDA RETIREMENT SYSTEM AND HEALTH INSURANCE SUBSIDY PROGRAM 

LAST 10 FISCAL YEARS* 

 

2016 2015 2014

Contractually required FRS contribution  $          23,187 21,357$           20,275$           

Contractually required HIS contribution 4,075               3,753               3,563               

Total Contractually Required Contributions 27,262             25,110             23,838             

Contributions in relation to the contractually required contribution (27,262)            (25,110)            (23,838)            

Contribution deficiency (excess) -$                  -$                  -$                  

Authority's covered-employee payroll 189,252$        165,485$        180,462$        

Contributions as a percentage of covered-employee payroll 14.41% 15.17% 13.21%

*GASB 68 requires information for 10 years.  However, until a full 10-year trend is compiled, 

only those years for which information is available is presented.  
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NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION 

LAKE SHORE HOSPITAL AUTHORITY’S PROPORTIONATE SHARE 

OF THE NET PENSION LIABILITY AND REQUIRED CONTRIBUTIONS 

FLORIDA RETIREMENT SYSTEM AND HEALTH INSURANCE SUBSIDY PROGRAM 

For the Fiscal Year End September 30, 2016 

 

 

 

Net Pension Liability 

 

The components of the collective net pension liability of the participating employers for each 

defined benefit plan for the measurement date of September 30, 2016, are shown below (in 

thousands): 

 

FRS HIS

Total pension liability 167,030,999$  11,768,445$ 

Plan fiduciary net position (141,780,921)   (113,859)        

25,250,078$    11,654,586$ 

Plan fiduciary net position as a percentage

of the total pension liability 84.88% 0.97%  
 

The total pension liability for each plan was determined by the plans’ actuary and reported in the 

plans’ valuations dated July 1, 2016. The fiduciary net position used by the actuary to determine 

the net pension liability (as shown above) was determined on the same basis used by the plan. The 

fiduciary net position is reported in the financial statements and the net pension liability is 

disclosed in the notes to the financial statements. Update procedures were not used. 

 

The HIS actuarial valuation was prepared as of July 1, 2016.  The fiduciary net position used by the 

actuary to determine the net pension liability (as shown above) was determined on the same basis 

used by the Plan.  The fiduciary net position is reported in the financial statements and the net 

pension liability is disclosed in the notes to the financial statements. 

 

Basis for Allocation 

 

The employer’s proportionate share reported in the pension allocation schedules was calculated 

using accrued retirement contributions related to the reporting periods included in the System’s 

fiscal years ending June 30, 2013, 2014, 2015 and 2016, respectively, for employers that were 

members of the FRS and HIS during those fiscal years.  For fiscal years 2015 and 2016, in addition 

to contributions from employers the required accrued contributions for the Division (paid on behalf 

of the Division’s employees who administer the Plans) were allocated to each employer on a 

proportionate basis.  The Division administers the Plans, and therefore, cannot allocate a portion of 

the liability to itself.  Although GASB 68 encourages the use of the employers’  projected long-term 

contribution effort to the retirement plan, allocating on the basis of historical employer 

contributions is acceptable.  The aggregate employer contribution amounts for each fiscal year 

agree to the employer contribution amounts reported in the system’s CAFR for that fiscal year. 

 

The proportion calculated based on contributions for each of the fiscal years presented in the 

pension allocation schedules was applied to the net pension liability and other pension amounts 
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applicable for that fiscal year to determine each employer’s proportionate share of the liability, 

deferred outflows of resources, deferred inflow of resources and associated pension expense. 

 

For the purposes of the pension allocation schedules, pension amounts are allocated to reporting 

employers.  The pension amounts of participating employers whose payrolls are reported and 

contributions are remitted by another entity are included in the reporting employer’s amounts and 

will be allocated to the participating employer by the reporting employer. 

 

 

Actuarial Methods and Assumptions 

 

Actuarial assumptions for both cost-sharing defined benefit plans are reviewed annually by the 

Florida Retirement System Actuarial Assumptions Conference.  The FRS Pension Plan has a 

valuation performed annually.  The HIS Program has a valuation performed biennially that is 

updated for GASB reporting in the year a valuation is not performed.   The most recent experience 

study for the FRS Pension Plan was completed in 2014 for the period July 1, 2008 through June 30, 

2013.  Because the HIS Program is funded on a pay-as-you-go basis, no experience study has been 

completed for that program.  The actuarial assumptions that determined the total pension liability 

for the HIS Program were based on certain results of the most recent experience study for the FRS 

Pension Plan. 

 

The total pension liability for each cost-sharing defined benefit plan was determined using the 

individual entry age actuarial cost method.  Inflation increases for both Plans is assumed at 2.60%.  

Payroll growth, including inflation, for both Plans is assumed at 3.25%.  Both the discount rate and 

the long-term expected rate of return used for FRS Pension Plan investments is 7.60%.  The Plan’s 

fiduciary net position was projected to be available to make all projected future benefit payments 

of current active and inactive employees.  Therefore, the discount rate for calculating the total 

pension liability is equal to the long-term expected rate of return. 

 

Because the HIS Program uses a pay-as-you-go funding structure, a municipal bond rate of 2.85% 

was used to determine the total pension liability for the program (Bond Buyer General Obligation 

20-Bond Municipal Bond Index).  Mortality assumptions for both Plans were based on the 

Generational RP-2000 with Projection Scale BB tables (refer to the valuation reports for more 

information – See Additional Financial and Actuarial Information). 

 

The following changes in actuarial assumptions occurred in 2015: 

 

 FRS:  The long-term expected rate of return was decreased from 7.65% to 7.60%, and the 

active member was mortality assumption was updated. 

 

 HIS: The municipal bonds rate used to determine total pension liability was decreased from 

3.80% to 2.85%. 
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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 GOVERNMENT AUDITING STANDARDS 

 

 

To the Board of Trustees 

Lake Shore Hospital Authority 

Lake City, Florida 

 

We have audited, in accordance with the 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, the financial 

statements of the governmental activities of Lake Shore Hospital Authority, as of and for the year 

ended September 30, 2016, and the related notes to the financial statements, which collectively 

comprise Lake Shore Hospital Authority’s basic financial statements, and have issued our report 

thereon dated March 2, 2017. 

 

Internal Control Over Financial Reporting 

 

In planning and performing our audit of the financial statements, we considered Lake Shore 

Hospital Authority’s internal control over financial reporting (internal control) to determine the audit 

procedures that are appropriate in the circumstances for the purpose of expressing our opinions on 

the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 

Lake Shore Hospital Authority’s internal control. Accordingly, we do not express an opinion on the 

effectiveness of Lake Shore Hospital Authority’s internal control. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to 

prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 

deficiency, or a combination of deficiencies, in 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 was for the limited purpose described in the first paragraph of 

this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or, significant deficiencies. Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses. 

However, we identified the following deficiency in internal control over financial reporting that we 

consider to be a significant deficiency in internal control over financial reporting. 

 

Finding 2011-1 (Fifth succeeding year) 

Financial Statement Preparation 

 

A system of internal control over financial reporting includes controls over financial statement 

preparation, including footnote disclosures.  While your auditor can assist with the preparation of 

your financial statements and related footnotes, the financial statements are the responsibility of 

management.  A deficiency in internal control exists when the government does not have the 

expertise necessary to prevent, detect, and correct misstatements.  A deficiency in internal control 

exists in instances where Lake Shore Hospital Authority is not capable of drafting the financial 
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statements and all required footnotes disclosures in accordance with generally accepted 

accounting principles.  Possessing suitable skill, knowledge, or experience to oversee services an 

auditor provides in assisting with financial statement presentation requires a lower level of 

technical knowledge than the competence required to prepare the financial statements and 

disclosures. 

 

MANAGEMENT’S RESPONSE 

 

We agree with this finding.  We are a very small government and have used our 

available resources to employ a competent bookkeeper who maintains excellent 

accounting records and provides accurate monthly financial reports prepared 

generally on the cash basis.  We likewise have confidence in our audit firm to utilize 

these records and prepare annual financial statements in the required formats and 

with all associated note disclosures.  Both staff and the Board of Trustees review 

the annual financial reports and have the opportunity to ask the auditor any 

questions regarding the report prior to its formal presentation.  The report is 

formally presented by the auditor at a scheduled meeting of the Board of Trustees. 

 

At this time, we do not believe it would be a justifiable expense to employ another 

accountant on either a part-time or full-time basis to prepare the annual financial 

statements.  We thus accept this required disclosure finding and will continue to 

monitor this situation in the future. 

 

Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether Lake Shore Hospital Authority’s financial 

statements are free from material misstatement, we performed tests of its compliance with certain 

provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 

have a direct and material effect on the determination of financial statement amounts. However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 

noncompliance or other matters that are 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 

entity’s internal control or on compliance. This report is an integral part of an audit performed in 

accordance with Government Auditing Standards in considering the entity’s internal control and 

compliance. Accordingly, this communication is not suitable for any other purpose. 

 
POWELL & JONES 

Certified Public Accountants 

March 2, 2017 
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MANAGEMENT LETTER 

 

 

 

 

To the Board of Trustees 

Lake Shore Hospital Authority 

Lake City, Florida 

 

 
We have audited the financial statements of the Lake Shore Hospital Authority, as of and for the 
year ended September 30, 2016, and have issued our report thereon dated March 2, 2017.  We 
have also issued our report on compliance and on internal control over financial reporting.  That 
report should be considered in conjunction with this management letter. 
 
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.  Additionally, our audit 
was conducted in accordance with the provisions of Chapter 10.550, Rules of the Auditor General, 
which govern the conduct of local governmental entity audits performed in the State of Florida and 
require that certain items be addressed in this letter. 
 
PRIOR YEAR FINDINGS -  There were no reportable findings in the prior year. 
 
CURRENT YEAR FINDINGS - There were no reportable findings in the current year. 
 
AUDITOR GENERAL COMPLIANCE MATTERS 
 
Annual Local Government Financial Report - The Financial Report filed with the Department of 
Financial Services pursuant to Section 218.32(1)(a), Florida Statutes, is in agreement with the 
accompanying financial statements of Lake Shore Hospital Authority, for the year ended 
September 30, 2016. 
 
Financial Emergency Status – We determined that the Authority did not meet any of the conditions 
described in Section 218.503(1), Florida Statutes, that might result in a financial emergency. 
 
Financial Condition Assessment - As required by the Rules of the Auditor General (Sections 
10.555(7)(c) and 10.556(7)), we applied financial condition assessment procedures.  It is 
management's responsibility to monitor the entity's financial condition, and our financial condition 
assessment was based in part on representations made by management and the review of 
financial information they provided. 
 
Our audit did not disclose any further items that would be required to be reported under the Rules 
of the Auditor General, Chapter 10.550. 
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CONCLUSION 
 
We very much enjoyed the challenge and experiences associated with this year's audit of the 
Authority.  We are pleased with the continuing fiscal strength of the Authority.  We look forward to 
working with you in the future. 

 
 
POWELL & JONES 
Certified Public Accountants 
March 2, 2017 
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INDEPENDENT ACCOUNTANT’S REPORT 

 

 

 

To the Board of Trustees 

Lake Shore Hospital Authority 

Lake City, Florida 

 

We have examined the Lake Shore Hospital Authority’s  compliance with Section 218.415, Florida 

Statutes, regarding the invstment of public funds during the year ended September 30, 2016.  

Management is responsible for the Authority’s compliance with those requirements.  Our 

responsibility is to express an opinion on the Authority’s compliance based on our examination. 

 

Our examination was conducted in accordance with attestation standards established by the 

American Institute of Certified Public Accountants and, accordingly, included examining, on a test 

basis, evidence about the Authority’s compliance with those requirements and performing such 

other procedures as we considered necessary in the circumstances.  We believe that our 

examination provides a reasonable basis for our opinion.  Our examianation does not provide a 

legal determination on the Authority’s compliance with specified requirements. 

 

In our opinion, the Authority complied, in all material respects, with the aforementioned 

requirements for the year ended September 30, 2016. 

 

This report is intended solely for the information and use of the Authority and the Auditor General, 

State of Florida, and is not intended to be and should not be used by anyone other than these 

specified parties. 

 

 
 

 

POWELL & JONES 

Certified Public Accountants 

March 2, 2017 
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Communication with Those Charged with Governance 
 
To the Board of Trustees 
Lake Shore Hospital Authority 
Lake City, FL 
 
We have audited the financial statements of Lake Shore Hospital Authority for the year 
ended September 30, 2016.  Professional standards require that we provide you with 
information about our responsibilities under generally accepted auditing standards and  
Government Auditing Standards, as well as certain information related to the planned 
scope and timing of our audit.  Professional standards also require that we communicate 
to you the following information related to our audit. 
 

Significant Audit Findings 
 

Qualitative Aspects of Accounting Practices 
 

Management is responsible for the selection and use of appropriate accounting policies.  
The significant accounting policies used by Lake Shore Hospital Authority  are described 
Note 1 to the financial statements.  No new accounting policies were adopted and the 
application of existing policies was not changed during 2016.  We noted no transactions 
entered into by the governmental unit during the year for which there is a lack of 
authoritative guidance or consensus.  All significant transactions have been recognized in 
the financial statements in the proper period. 
 

Accounting estimates are an integral part of the financial statements prepared by 
management and are based on management’s knowledge and experience about past and 
current events and assumptions about future events.  Certain accounting estimates are 
particularly sensitive because of their significance to the financial statements and because 
of the possibility that future events affecting them may differ significantly from those 
expected.  There are no sensitive estimates affecting Lake Shore Hospital Authority’s 
financial statements. 
 

Certain financial statement disclosures are particularly sensitive because of their 
significance to financial statement users.  There are no sensitive disclosures affecting the 
financial statements. 
 

Difficulties Encountered in Performing the Audit 
 

We encountered no significant difficulties in dealing with management in performing and 
completing our audit. 
 
Corrected and Uncorrected Misstatements 
 

Professional standards require us to accumulate all known and likely misstatements 
identified during the audit, other than those that are trivial, and communicate them to the 
appropriate level of management.  There were no such misstatements identified during our 
audit.  
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Disagreements with Management 
 

For purposes of this letter, professional standards define a disagreement with 
management as a financial accounting, reporting, or auditing matter, whether or not 
resolved to our satisfaction, that could be significant to the financial statements or the 
auditor’s report.  We are pleased to report that no such disagreements arose during the 
course of our audit. 
 
Management Representations 
 
We have requested certain representations from management that are included in the 
management representation letter dated March 2, 2017. 
 

Management Consultations with Other Independent Accountants 
 

In some cases, management may decide to consult with other accountants about auditing 
and accounting matters, similar to obtaining a “second opinion” on certain situations.  If a 
consultation involves application of an accounting principle to the governmental unit’s 
financial statements or a determination of the type of auditor’s opinion that may be 
expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts.  To 
our knowledge, there were no such consultations with other accountants. 
 

Other Audit Findings or Issues 
 

We generally discuss a variety of matters, including the application of accounting 
principles and auditing standards, with management each year prior to retention as the 
governmental unit’s auditors.  However, these discussions occurred in the normal course of 
our professional relationship and our responses were not a condition to our retention. 
 

Other Information in Documents Containing Audited Financial Statements 
 

With respect to the supplementary information accompanying the financial statements, we 
made certain inquiries of management and evaluated the form, content, and methods of 
preparing the information to determine that the information complies with accounting 
principles generally accepted in the United States of America, the method of preparing it 
has not changed from the prior period, and the information is appropriate and complete in 
relation to our audit of the financial statements.  We compared and reconciled the 
supplementary information to the underlying accounting records used to prepare the 
financial statements or to the financial statements themselves. 
 

This information is intended solely for the use of the Board of Trustees and management of 
Lake Shore Hospital Authority, and is not intended to be and should not be used by anyone 
other than these specified parties. 
 
Very truly yours, 

 
POWELL & JONES 
Certified Public Accountants 
March 2, 2017 




