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Credit Profife
US$5.5 mil Generai Obiigatmn Bonds, Series 2008 dated 08/01/2008, due 03/07,2028
Long Term Reting A/Stable New
Rationale
tandard & Poor’s Ratings Services has assigned its “A’ rating to St. Charles Parish Hospital

Service District No. 1, La.’s series 2009 general obligation (GO) bonds. In addition, Stan_dard
& Poor’s affirmed its A’ rating on the district’s GO bonds outstanding. The outlook on all
ratings is stzble.

The rating is based on our opinion of the establishment of a deposit trust agreement (DTA)
_whereby collections from the unlimited ad valorem property tax securing the bonds will flow

irectly from the tax collector to 2 trustee for the exclusive benefit of bondholders.
Standard & Poor’s received a legal opinion that states that the creation of the DTA
effectively transfers the property of the dedicated ad valorem property tax collections to the

trustee. Consequently, the funds collected by the Sheriff’s department and deposited with the

trustee would not be conside_red property of the district in the event of a Chapter 9 bankruptcy

filing by the hospital district. In addition, the DTA precludes the district from diverting the
pledged property tax revenues, even p rarily, to supplement the hospital’s operations.
In our view, the hospital district continues to exhibit the same weak operating and financial
profﬂe that led to its downgrade to de eculative-grade in December 2007; however, the
establishment of the DTA effectively mmgates these operational risks as well as the concern

that ledged property tax revenues may be interrupted due to bankruptcy protection or |
diversion to operations.

The GO bonds are secured by an un

mited ad valorem tax pledge on all taxable property

within the district, which is coterminous with St. Charles Parish, La.



St. Charles Parish Hospital Service District No. 1, Louisiana

millage of 2.46 has remained relatively stable in the past five years, primarily due to the steady growth
in the district’s taxable assessed value (AV). Property tax collection rates have been adequate at
approximately 95% of the total levy in the past three years. By law, properties within the parish are
appraised every four years, with the last parishwide appraisal completed in 2004. In 2008 there was
another parishwide re-assessment that resulted in 7.7% growth in AV to $1.1 billion. Ad valorem tax
bills are mailed during November of each year and become due on or before Dec. 31 in the calendar
year they are assessed, and are considered delinquent 30 days after the due date. Debt service payments
on the district’s GO bonds include interest payments on Sept. 1 of each year and interest and principal
payments on March 1 of each year through maturity, which currently extends to March 2029. The
district has about $23 million in GO bonds outstanding. The $5.5 million series 2009 bonds constitute
the first installment of an $11.5 million GO bond authorization that the voters of the district approved
on April 4, 2009. The bond program will fund the acquisition, construction, and furnishing of hospital
facilities and the refunding of the district’s limited tax bonds series 2008 and series 2008A. The overall
net debt is moderate at $2,387 per capita, but a low 1.65% of estimated market value.

District officials estimate that taxable AV in the parish will increase annually in the next 10 years,
due to expiring tax exemptions on a significant amount of property in the parish, but the parish has
also experienced substantial economic growth following Hurricane Katrina, with relocating businesses
and residents occupying almost all vacant commercial and residential property. The parish’s taxable
AV grew 7.7% in 2008 to reach $1.1 billion. The 10 leading taxpayers account for a concentrated
61.1% of the base. The largest taxpayer is Entergy Louisiana, which owns the Waterford 3 nuclear
power plant located in the parish, accounts for about 17% of taxable AV. All of the remaining nine
taxpayers are petrochemical manufacturers and oil refineries. The full market value of property in the
district is approximately $7.4 billion, a extremely strong $144,107 per capita.

St. Charles Parish is located in southern Louisiana, about 25 miles west of New Orleans, with an
estimated population of 54,945, a 9.3% increase from 2004. The parish is bisected by the Mississippi
River, which provides it with good access to the Gulf of Mexico, and makes it an attractive location for
oil refineries, petrochemical manufacturers, and utility companies. Interstates 10 and 310 and Highway
90 provide good access to New Orleans and other areas of the state; the New Orleans International
Airport is located adjacent to the parish. Parishwide, median household income levels are 105% of the
national level, although per capita incomes were 86% of the national level.

Outlook

The stable outlook reflects our expectation that ongoing property tax base growth will continue to
support the bond tax revenues flowing into the trust securing the district’s GO bonds. In addition, the
stable outlook reflects Standard & Poor’s expectation that the DTA will remain in place and that any
future potential amendments to include additional GO debt will maintain the credit characteristics
currently supporting the agreement.

Deposit Trust Agreement

On June 11, 2008, the St. Charles Hospital Service District entered into a DTA with the St. Charles
Parish Sheriff and Tax Collector and Whitney National Bank (BBB-/Negative/A-3). By entering into the
DTA, the district transfers and assigns all of its right, title, and interest to the sinking fund balance and
all bond tax revenues, as collected, to the trust fund. In addition, the St. Charles Parish Sheriff, as tax

Standard & Poor’s | ANALYSIS 2



St. Charles Parish Hospital Service District No. 1, Louisiana

collector, will deliver and assign to the trustee the bond tax revenues as they become collected and
available for remittance. The district can terminate the DTA upon giving 90 days’ written notice to the
sheriff, the trustee, and Standard & Poor’s. The termination would result in the remittance of all future
bond tax revenues directly to the district. However, the termination of the DTA does not contain a
provision returning the funds in the trust to the district. The DTA may be amended from time to time
to include the payment of subsequent issues of GO bonds by the district. However, the trustee will
open a separate account for each bond and shall not commingle funds. On June 11, 2009, the DTA
was amended to include within the definition of “outstanding bonds” subject to it including the bonds
authorized by the electorate on April 4, 2009.

Operations And Balance Sheet

The district had what we view as a poor financial performance in fiscal 2008, with an operating
(inclusive of tax revenues) loss of $3.5 million, or a negative 10.3% of operations. Management
attributes the decline in financial results to increasing operating expenditures related to a recent

hospital expansion.
Unrestricted cash and investments were a weak $1.2 million recorded at fiscal year-end 2008, which

is not enough to cover 14 days of operations. The district has been involved in multiple short-term,
one-year borrowings, called certificates of indebtedness (COI), typically arranged at the beginning of
the year to subsidize operations until the district’s uncompensated care and tax funding is
received/collected, which in turn pays off the COI at year-end. Given the weak liquidity position,
management believes that these transactions will continue for the immediate foreseeable future. These
COIs do not carry the unlimited ad valorem tax pledge of the district.

Related Research
USPF Ciriteria: “GO Debt,” Oct. 12, 2006

Ratings Detail (As 0f 23-Jun-2009)

Qutstanding General Obligation and Refunding Bonds, Various Series

Long Term Rating A/Stable Affirmed
Outstanding General Obligation Bonds, Series 2007
Unenhanced Rating A[SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance.
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STCH EMERGENCY DEPARTMENT
West Bank Property

MAIN HOSPITAL - CAFETERIA SIDE
West Bank Property




DAVID J.VIAL, MD BUILDING
West Bank Property

MEDICAL OFFICE BUILDING
West Bank Property

HEALS LIKE HOME




ANNEX BUILDING
West Bank Property

MATTHEW G. HUFF, MD MEMORIAL BUILDING
West Bank Property
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WEST BANK EMS STATION
West Bank Property

ASHTON MANNER ASSISTED LIVING
West Bank Property

HEALS LIKE HOME




ST. CHARLES OCCUPATIONAL MEDICINE
West Bank Property

| Patient Park

Pigif at 5
Millin
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ST CHARLES PARISH HOSPITAL

HUMAN RESOURCES & PUBLIC RELATIONS
West Bank Property

HEALS LIKE HOME




EAST BANK EMS STATION
East Bank Property

EAST BANK MEDICAL OFFICE BUILDING
East Bank Property

HEALS LIKE HOME




PLANTATION VIEW MEDICAL OFFICES
East Bank Property
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