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Independent Auditor’s Report RSMUSLLP

Board of Directors
DeSoto County Hospital District

Report on the Audit of the Financial Statements

Opinions

We have audited the financial statements of the business-type activities of DeSoto County Hospital District (the
District), as of and for the year ended September 30, 2025, and the related notes to the financial statements,
which collectively comprise the District’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects,
the financial position of the business-type activities of the District as of September 30, 2025, and the changes
in financial position and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We
are required to be independent of the District and to meet our other ethical responsibilities, in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the District’s ability to continue as a
going concern for 12 months beyond the financial statement date, including any currently known information
that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.
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In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 District’s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the District’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis be presented to supplement the basic financial statements. Such information is the
responsibility of management and, 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 April 13, 2026, on
our consideration of the District’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 solely to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the District’s 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 the District’s internal control over financial reporting and
compliance.

PSm VS LLP

Fort Lauderdale, Florida
April 13, 2026



DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal control that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance the financial statements are free of any material
misstatements.

RSM US LLP, Certified Public Accountants, has audited the DeSoto County Hospital District’s financial
statements for the year ended September 30, 2025. The independent auditor’s report is located on
pages 1-2 of this report.

As management of the DeSoto County Hospital District (the District), we offer the readers of our financial
statements this discussion and analysis as an overview of the financial activities of the District for the year
ended September 30, 2025. Readers are encouraged to consider the information presented herein in
conjunction with the accompanying District financial statements and related footnote disclosures and
required supplementary information.

As further described, the District Board, due to the economic and regulatory environment, has entered
into an agreement to lease the Hospital operations to Tampa General Hospital. The expected transfer
date is during the Summer of 2026. Until then, the District will conduct normal operations.

Background

Located in Arcadia, Florida, the District is a special-purpose government, as defined by the Governmental
Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements—and Management’s
Discussion and Analysis—for State and Local Governments, engaged only in business-type activities and
has no other material operations. The District includes in its financial statements all organizations for
which it is financially accountable (component units), as defined by the accounting standards, and as
further described in this section.

Using This Report

The financial statements presented herein include all the activities of the District using the reporting
model prescribed by Governmental Accounting Standards Board (GASB) Statement No. 34, Basic
Financial Statements—and Management’s Discussion and Analysis—for State and Local Governments.

This annual report includes the financial statements of the District, including the operations of DeSoto
Memorial Hospital (the Hospital) and its three component units, of which the District is the sole member:
(1) DCHD Health Care Professionals, LLC (Professionals), exists for the sole purpose of employing such
health care professionals and physicians needed to staff the Hospital and other locations: (2) DMH Real
Estate Holdings, Inc. (Holdings), a nonprofit corporation to hold title to property for the exclusive use of
the District: and, (3) The Apothecary at DeSoto Memorial Hospital, LLC (Apothecary), a retail pharmacy
with a current location within the Hospital (collectively, the Blended Component Units). The operations of
these entities have been reported as activities of the Hospital because of their relatively insignificant
financial impact on overall operations, or they provide services solely to the Hospital. See Note 1 to the
audited financial statements for further description of the component units.

The enclosed financial statements are designed to provide readers with an overview of the District’s
financial position and activity in a matter similar to a business enterprise.



DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

The statement of net position presents information on the District’s assets, liabilities and net position.
Over time, increases or decreases in net position may serve as a useful indicator of whether the financial
position of the District is improving or deteriorating.

The statement of revenues, expenses and changes in net position presents information indicating how
the District’s net position changed during the fiscal year. All changes in net position are reported when the
event causing the change occurs, regardless of when related cash is given or received. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods, which reflects the accrual basis of accounting.

The final required statement is the statement of cash flows. This statement reports cash receipts,
payments and net changes in cash resulting from operating activities, noncapital financing activities,
capital and related financing activities, and investing activities. This statement highlights the sources and
uses of cash and changes in cash balance over the reporting period.

In addition, the aforementioned statements contain notes to provide additional information integral to a full
understanding of the information provided in the financial statements. These notes explain organizational
matters about the District, its accounting policies and their application, and further detailed information
about the components of the basic financial statements.

Profile of the District

The District provides a continuum of health care services to the community through a network of
organizations. The District currently owns and operates 49 acute-care beds as a designated rural sole
community hospital, a home health agency, a retail Pharmacy and a hospital-based physician group. This
network is commonly referred to as the Hospital. The Hospital provides services in southwest Florida,
primarily in medically underserved areas, as classified by the United States Department of Agriculture, of
DeSoto County and Hardee County.

In 1965, the District was legislatively created, pursuant to the laws of Florida, to own and operate medical
facilities in DeSoto County. The District continued acute health care services established by local
physicians in 1912. The District is governed by five directors appointed by the Governor of the State of
Florida for terms of four years each. The current enabling Act of the District was passed by a Special Act
of the Florida Legislature as Chapter 2008-270, Laws of Florida (the Act), which codified all prior laws that
established the District, a public body corporate and politic of the State of Florida.

In 1985, due to certain national regulatory changes and a Florida change to state retirement coverage, a
tax exempt 501(c)3 organization was formed, with the District as the Sole Member. Assets and the
responsibility of operating the Hospital were transferred to this new organization. In 2010, due to various
regulatory and other factors, the assets, except those accounts related to capital assets, were transferred
back to the District. See Note 1 to the financial statements for additional information.

The hospital is primarily utilized by patients who are covered under Medicare or uninsured. Under
Medicare, hospitals are paid based on the inpatient prospective payment system (IPPS). Each inpatient
receives a diagnosis related group (DRG) with a payment weight assigned to measure the average
resources used to treat the patient with that diagnosis. A hospital can qualify for a Disproportionate Share
Hospital (DSH) payment for treating a high percentage of low income patients. The payment is a
percentage add-on to the Medicare payment. Hospitals can also qualify for an outlier payment for patients
with unusually high DRGs. The outpatient prospective payment system (OPPS) works essentially the
same way in that diagnostic testing, surgeries, therapies and other treatments are set based on an
average of resources used for the patient. Each year the payment system is reviewed and adjusted to
align with goals for improving transparency and promoting patient centered care. The DSH payments are
reviewed as a part of the maximum allowed through the DSH cost limit cap that includes LIP, DPP, and
Medicaid shortfalls from Cost Report submissions.
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DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

Medicare has made a number of changes in reimbursement and reporting requirements. The District
provides a price estimator on its website to assist patients in understanding the financial information
related to services they seek. This allows potential patients access to data provided by their health plan
regarding coverage and contractual elements as it relates to services provided by the District. Similar
information is now being made available through patients’ health plans. The hospital is known to be lower
cost to patients as compared to other hospital facilities in southwest Florida.

As of 2025, Florida has not implemented the Medicaid expansion for low income patients under the
Affordable Care Act. Current political advocates have been working on a Florida Medicaid Expansion
Initiative which is being reviewed for the ballot in 2026. A Directed Payment Plan (DPP), through the state
of Florida was made available for the first time in 2021 to assist in offsetting some of the payment shortfall
from Medicaid Managed Care. Supplemental reimbursement under this program totaling approximately
$4.2 million was received from each Medicaid Health plan in 2025 partially funded by an
intergovernmental transfer payment, used by the State to generate Federal matching funds, from the
District of approximately $1.856 million in February 2025. The State of Florida legislature is expected to
approve the program for the state’s fiscal year ending June 30, 2026. The hospital will receive 94% of the
funds after all hospital in the Region 8 designation send their intergovernmental payment. The remaining
6% is allocated based on clinical criteria being met by all of the hospitals in the Region. The District
continues to work with the Florida Hospital Association (FHA) to understand the computations and
expects the DPP receipts will be included in the Disproportionate Share Hospital (DSH) cap allowance.
The State petitioned and received approval by CMS for 2026 DPP funds. The funds approved are
approximately double the funds received in 2025.

Most Florida Medicaid beneficiaries are now covered by commercial managed care organizations
(Managed Medical Assistance program) and Medicare beneficiaries continue to steadily convert to
Medicare Replacement Plans. These plans often have narrow physician networks or utilize non-hospital
resources for plan beneficiary medical care. In March of 2023 Medicaid coverage enacted during the
pandemic ended and all recipients were required to re-enroll. The rules for eligibility changed and DMH
saw a significant decrease in Medicaid patients and an increase in uninsured patients in fiscal year 2025.

In 2002, Florida approved the utilization of Section 1115 Waivers and received matching funds from the
federal government. The Agency for Health Care Administration reached an agreement with CMS to
extend the 1115 Managed Medical Assistance waiver through June 30, 2030. This allows for the
continuation of the Low Income Pool funding. The LIP funds are computed on the cost of charity care
rendered by health care providers, primarily acute care hospitals. For the Hospital, the state fiscal year
2025 funds allocated were approximately $2.92 million. The Florida legislature has approved an allocation
to the Hospital of approximately $3.6 million for state fiscal year ending June 30, 2026. These funds help
to offset the provision for charity care not covered by any other subsidies or programs.

Medicare supports Disproportionate Share Hospital's (DSH) Bad Debt and Charity Care patients
(uncompensated services), primarily through a National Funding Account covering hospitals who meet
specific criteria. A significant portion of bad debt accounts are incurred due to the inability to obtain proper
documentation from patients who would otherwise be eligible to be classified as charity care services.
The maijority of these patients incur emergency services, wherein the Emergency Medical Treatment and
Labor Act (EMTALA) is applicable. Based upon preliminary Medicare Cost Report information, we believe
the Hospital will not meet the threshold criteria for DSH status. The status is based primarily on inpatient
days of service to Medicaid Plan covered patients. Significant changes in the Medicaid benefits, as well
as the continuing trend of technology allowing outpatient services to treat patients formerly treated as
inpatients, are causing a significant decrease in the threshold formula. As such, management has
reserved approximately $840,000 as the expected decrease in these supplemental funds from Medicare.
Medicare also supplies funds due to the low volume of Traditional Medicare Inpatient Discharges. The
current add-on is approximately 24% of the Medicare Inpatient Base Rate.
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DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

Florida also enacted a requirement of Medicaid recipients to ask patients about their immigration status.
Under the law, hospitals report the information quarterly to the Florida Agency for Health Care
Administration. Continuing challenges facing the District and the rural health care industry include
providing high-quality patient care in a competitive environment, contending with significant increases in
complex regulatory requirements, attaining reasonable reimbursement rates for services provided, and
managing costs.

On November 4, 2014, the community approved a sales tax increase, effective January 1, 2015,
designated solely for payment of Hospital debt outstanding as of August 12, 2014. The Hospital Board
(the Board) directed these funds to be designated for funding the USDA Mortgage Debt Service. The
Hospital receives monthly cash transfers from the county to the Designated Debt Service Account. The
Hospital received $2.5 million in proceeds in fiscal year 2024 and $2.6 million in fiscal year 2025. Total
debt service is approximately $1.2 million per year. District management works with the Board of
Directors to decide when to apply the collections in excess of annual debt service requirements to the
principal. Because the District’s labor costs were increasing, the excess funds were held and to be
reviewed at a later date. In fiscal year 2022, the Debt Service Reserve Fund requirement had been
fulfilled. The Board approved a $4.0 million payment that was submitted in March 2025. Any excess funds
attained in fiscal year 2025 will be held until the next mortgage payment due date of June 12, 2026. At
that time, a decision will be made as to potential extra payments on the principal outstanding. The
increased sales tax segment may be terminated at any time by majority vote of the county
commissioners.

Another significant challenge facing the District and the industry is the ongoing increase in labor costs
due to shortage of nurses and other skilled health care professionals, especially in rural areas. This
shortage was extremely amplified during the COVID-19 pandemic and the Florida Freedom First Budget
for fiscal year 2022-2023 requiring Medicaid providers to pay a minimum wage of $15.00 per hour for
employees and independent contractors. Industry experts expect the labor shortage to continue for the
foreseeable future. The District has implemented various initiatives to better position itself to attract and
retain qualified nursing and other clinical professionals, while trying to improve productivity and manage
labor-cost pressures. Hospital Administration continues to utilize creative collaborations with our physician
groups and telemedicine for physician coverage.

In late September 2022, Hurricane lan made landfall in Florida and DeSoto Memorial Hospital fell in the
direct path of the storm, which caused some exterior and interior structural damage and additional
expenses related to on-call staffing. The District continues to work with the Federal Emergency
Management Agency and AC Disaster Consulting to receive funds for repairs and mitigation of damages.
Initial funds were received in 2025 to cover repair and remediation of damages incurred. The remaining
funds available of approximately $1.5 million are expected to be received in 2026.

During fiscal year 2025, the District initiated an evaluation of strategic options in response to adverse
financial and regulatory conditions. Following outreach and discussions with governmental agencies,
tertiary care providers, and national health care systems, the District’'s Board issued a request for
proposals seeking potential long-term solutions for the District’s operations. Multiple proposals were
received and reviewed. After a comprehensive evaluation process, including public hearings, the Board
selected a proposal from Tampa General Hospital to lease the District’s facility and hospital operations. A
Letter of Intent was executed on January 9, 2026, and due diligence procedures are currently underway.
Based on the anticipated timeline, the lease is expected to commence by July 1, 2026.



DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

The following are condensed statements of net position as of September 30, 2025 and 2024.

2025 2024
Assets:
Current assets $ 7,510,156 $ 9,241,475
Noncurrent assets 23,690,885 26,556,774
Total assets $ 31,201,041 $ 35,798,249
Liabilities:
Current liabilities $ 10,128,965 $ 8,113,624
Noncurrent liabilities:
Other 555,521 591,600
SBITA liabilities, net 1,053,969 1,876,005
Long-term debt, net 8,937,963 14,861,458
Total liabilities 20,676,418 25,442,687
Net position 10,524,623 10,355,562
Total liabilities and net position $ 31,201,041 $ 35,798,249

The following are condensed statements of revenues, expenses and changes in net position for the years
ended September 30, 2025 and 2024

2025 2024
Operating revenues $ 42,006,964 $ 44,454,323
Operating expenses:
Labor expense 24,701,709 23,668,119
Physician fees 2,367,273 2,521,379
Supplies 5,338,732 5,482,466
Other 10,077,732 9,692,797
Depreciation and amortization 3,287,981 3,627,994
Total operating expenses 45,773,427 44,992,755
Operating loss (3,766,463) (538,432)
Capital contributions and grants 1,393,881 -
Nonoperating revenues, net 2,541,643 2,352,223
Change in net position $ 169,061 $ 1,813,791

Business Type Activities

The primary business activity of the District is the operation of the Hospital and other health care services,
which is considered business-type activity and accounted for in a single proprietary fund. Other activities
of the District are not material and are not reported in separate funds.



DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

In fiscal year 2025, inpatient volumes decreased approximately 5%, observation days decreased 8% and
outpatient services decreased approximately 13%. In fiscal year 2024, inpatient volumes decreased
approximately 11%, observation days decreased 5% and outpatient services increased approximately
4%. Overall outpatient volumes decreased due to decreases in radiology, lab and emergency services.

In fiscal year 2025, net patient service revenue decreased approximately $2,208,000 or 5% compared to
2024. In fiscal year 2024, net patient service revenue increased approximately $1,252,000 or 3%
compared to 2023.

For fiscal year 2025, salaries, wages and employee benefits (including contract labor) increased
approximately $1,034,000 or 4% as compared to 2024. For fiscal year 2024, salaries, wages and
employee benefits (including contract labor) decreased approximately $1,714,000 or 7% as compared to
2023.

For fiscal year 2025, physician fees decreased approximately $154,000 or 6% and other fees decreased
approximately $156,000 or 2% from 2024. For fiscal year 2024, physician fees had minimal change
(approximately $18,000) and other fees decreased approximately $84,000 or 1% from 2023.

For fiscal year 2025, supplies decreased approximately $144,000 or 3% compared to fiscal year 2024.
For fiscal year 2024, supplies decreased approximately $306,000 or 5% compared to fiscal year 2023.

For fiscal year 2025, net nonoperating revenue and capital contributions increased approximately
$1,583,000 or 67% from 2024. For fiscal year 2024, net nonoperating revenue increased approximately
$845,000 or 56% from 2023.

Operating Statistics
The table below sets forth certain selected historical operating statistics for the District for the years
ended September 30, 2025 and 2024

2025 2024
Net patient service revenue $ 41,928,876 $ 44,137,323
Net patient service revenue per adjusted admission 8,052 8,075
Net patient expense per adjusted admission 8,791 8,231
Acute admissions 829 791
Surgery cases 502 502
Admissions through emergency services 617 623
Adjusted admissions (1) 5,207 5,466
Case mix index—all inpatients (2) 1.283 1.219

(1) Adjusted admissions is an equivalency metric representing patient hospital admissions adjusted to
include outpatient and emergency room services by multiplying inpatient admissions by the sum of
gross inpatient revenues and outpatient revenues and dividing the result by gross inpatient revenues.

(2) Case mix index represents the acuity level of inpatient services rendered. Changes generally reflect
the level of resources required. For Medicare and certain commercial insurance payors, this relative
value weighting system directly affects the reimbursement level.



DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

Revenue and Volume Trends

The District’s revenues depend upon inpatient occupancy levels, ancillary services volume, mix of
services provided and reimbursement rates for such services. The District has agreements with third-
party payors, including government programs and managed-care health plans, whereby the District is
paid based upon predetermined rates per diagnosis, fixed per diem inpatient rates or discounts from
established charges. Although efforts continue toward improving reimbursement rates with contracted
payors, there are no assurances the District will continue to achieve increases in the future.

The District believes it will realize rate increases from commercial payors approximately equal to
inflationary cost increases. Given budget concerns at both the federal and state levels, further
government plan rate reductions are highly probable and would be a significant financial detriment.

In addition, the District receives funding through several distinct programs related to maintaining
Disproportionate Share Hospital and Sole Community Hospital status. During fiscal year 2020, the
Hospital became aware that the volume of low-income patients with governmental health plan coverage
decreased below the threshold for maintaining 340B status to obtain outpatient drugs through the
Medicaid Group Purchasing network. This decrease was greatly impacted with the decision to stop
Obstetric and Gynecological services. The 340B status would have allowed the Hospital to save on
pharmacy supply costs for outpatient drugs. In 2024, Medicare paid under the Medicare Part B for cost of
drugs at the average sales price plus 6%. Hospitals qualify based on the high volume of care to patients
with low income. The formula to determine participation status is based upon inpatient days of Medicare/
SSI and Medicaid patients. Changes between inpatient and observation patient classifications also
impacts 340B status. Although the Hospital’'s case management team continues to work with insurance
carriers to ensure proper patient classification, we currently believe the district would teeter qualifying for
the program. The District's DSH status is also susceptible due to the inpatient day volatility and its impact
on the threshold calculation. With the addition of the DPP, funds received under the DSH program will be
limited based on a DSH cap calculation.

For next fiscal year, management believes, based on constant review of federal government rate changes
for rural hospitals and state Medicaid subsidies, Medicare plan rates will only increase in line with
inflationary cost. The state Medicaid reimbursement is very volatile and we rely on the Florida Hospital
Association to engage our state representatives.

Many managed care vendors make utilization of hospital services very difficult to obtain. Based upon
current federal legislative actions and discussions, significant adverse changes in Medicaid plan
reimbursement are very likely to continue into ensuing years, especially in areas where aggressive
managed care is utilized. The State has renewed all Medicaid Health Plans. These new Plans became
effective February 1, 2025. Medicare Replacement Plans are required to be more in line with Traditional
Plans in 2025. We expect these changes will allow hospitals to more efficiently process patients with
these Replacement Plans.

The percentage of patient service revenue related to Medicare, Medicaid, discounted arrangements and
other, follows for the years ended September 30, 2025 and 2024:

2025 2024
Medicare 48% 48%
Medicaid 12% 14%
Insurance (primarily Blue Cross) 27% 26%
Self-pay 13% 12%



DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

The District provides significant health care to the indigent population within its primary service area.
Uncompensated charges for care provided to this population included charity care of approximately
$19,822,000 and $17,985,000 and bad debts of approximately $3,606,000 and $4,680,000 for the years
ended September 30, 2025 and 2024, respectively. These patients represent approximately 13% of total
gross patient revenues for the fiscal years 2025 and 2024, respectively. Management'’s projection for the
ensuing year is to decrease uncompensated services as a percentage of total services through continued
thorough credit reviews at the time of service and to increase service volume to patients covered by
commercial and government health care reimbursement plans.

Liquidity and Capital Resources

The District’'s cash and investment accounts are held in Qualified Public Depositories and Local
Government Surplus Trust Fund Investment Pools, as allowed by Florida Statute. Cash, cash equivalents
and current unrestricted investments totaled approximately $1,452,000 and $4,050,000 as of

September 30, 2025 and 2024, respectively.

As of September 30, 2025, the District’s current ratio, which compares current assets to current liabilities,
was 0.7 compared to 1.1 as of September 30, 2024. The District’'s days net patient service revenue in
accounts receivable of 27 days as of September 30, 2025, decreased from 28 days as of September 30,
2024. Capital asset additions totaled approximately $2,755,000 in 2025.

At September 30, 2025, the District had approximately $6,360,000 outstanding in a mortgage payable to
the USDA for a 2008 facility expansion/renovation. The District also had another approximately
$6,529,000 and $8,000,000 outstanding on leases and SBITAs payable and other debt, respectively.
Maturities and other information regarding the current debt obligations are presented in Notes 6 and 7 to
the District’s financial statements.

Effects of Inflation and Changing Prices

Various federal and state laws have been enacted, severely limiting the amount the District will receive for
patient care. Revenues for acute-care hospital services rendered to Medicare patients are established
under the federal government’s prospective payment system. Medicare periodically updates hospital
rates based upon specific cost report years. The last update for the Hospital was in 2006. At the state
level, revenues for outpatient services rendered to Medicaid patients are now based on a statewide cost-
based reimbursement program set by the state and can be modified based on the state’s current
budgetary conditions. Florida legislative action in 2017 moved Medicaid cost-based outpatient
reimbursement to an average payment method. In 2018, Medicaid inpatient reimbursement was reduced
by about 20%. These both have had a significant adverse impact on District reimbursement. Patients
covered by government plans constitute approximately 66% of the District’s services provided to the
community. Commercial Health Plans continue to either deny or place heavy financial out-of-pocket
burdens on plan members for services performed in a hospital setting.

Management believes hospital industry operating margins have been, and will continue to be, under
significant pressure because of changes in health plan benefit design, reimbursement rates and growth in
operating expenses. Recent federal legislation regarding Medicare payments and impact on access to
health plan coverage due to changes in the federal tax regulations, continue to have a negative financial
impact on the Hospital. As a result of increasing regulatory and competitive pressures, including
additional measures being considered under various federal health care reform proposals, the District’s
ability to maintain operating margins through price increases to nongovernmental payors and patients is
extremely limited.

10



DeSoto County Hospital District

Management’s Discussion and Analysis (Unaudited)
Fiscal Year Ended September 30, 2025

Providing Care

In the United States, one third of the clinical workforce left their positions. Experts estimate that there will
be a shortage of approximately 300,000 physicians and nurses over the next 10 years to meet the needs
of our aging population. Information technology to modernization linking clinical data from medical records
to claims processing and standardizing clinical data collections could save billions per year. Hospitals are
struggling to receive proper reimbursement from all payer sources and regulatory requirements have
added stresses in keeping those funds. The Federal Administration and the U.S. Congress as well as our
Florida legislatures may seek to modify health care legislation. The continuing development of
implementing regulations and interpretive guidance and legal challenges has contributed to the
uncertainty of financial stability in providing healthcare. Rural hospitals have been struggling with these
issues for decades. We are a key component of providing healthcare to some of the most vulnerable
patients. The District continues to seek innovative ways to provide safe medical treatment with high
standards.

Requests for Information

This financial report is designed to provide a general overview of the District’s finances for all those with
an interest in the District’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to:

DeSoto County Hospital District
Attn: Administration

900 North Roberts Avenue
Arcadia, FL 34266
www.dmh.org
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DeSoto County Hospital District

Statement of Net Position
September 30, 2025

Assets

Current assets:
Cash and cash equivalents
Investments

Patient accounts receivable, net of allowances for contractual adjustments

and doubtful accounts of $11,558,939
Grant receivable
Other receivables
Inventories
Prepaid expenses
Due from third-party payors
Total current assets

Noncurrent assets:
Assets limited as to use:

Restricted cash and cash equivalents—debt service (Note 6)
Designated cash and cash equivalents—self-insurance reserves (Note 4)

Capital assets (Note 5):
Nondepreciable
Depreciable
Right-of-use assets, net (Note 5)
Total noncurrent assets

Total assets
Liabilities and Net Position

Current liabilities:
Accounts payable
Accrued payroll and compensated absences liability
Current portion of SBITA liabilities (Note 7)
Other current liabilities
Current portion of professional liability accrual (Note 4)
Liabilities payable from restricted assets:
Current portion of long-term debt (Note 6)
Total current liabilities

Professional liability accrual, net of current portion (Note 4)
SBITA liabilities, net of current portion (Note 7)
Long-term debt, net of current portion (Note 6)

Total liabilities

Commitments and contingencies (Note 9)
Net position:
Net investment in capital assets
Restricted
Unrestricted deficit

Total net position

Total liabilities and net position

See notes to financial statements.
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652,131
800,000

3,279,236
802,954
554,077
894,656
519,659

7,443

7,510,156

3,140,934
206,180

1,954,021
15,529,450
2,860,300

23,690,885

31,201,041

4,546,562
1,711,934
822,036
593,475
379,888

2,075,070

10,128,965

555,521
1,053,969
8,937,963

20,676,418

7,454,733
3,567,293
(497,403)

10,524,623

31,201,041




DeSoto County Hospital District

Statement of Revenues, Expenses and Changes in Net Position

Fiscal Year Ended September 30, 2025

Operating revenues:

Net patient service revenue, net of provision for bad debts of $3,605,745

Other revenue
Total operating revenues

Operating expenses:
Salaries and wages
Benefits
Contract labor
Fees—physician
Fees—other
Supplies
Utilities
Repairs and maintenance
Rentals and leases
Insurance
Other expenses
Depreciation
Amortization

Total operating expenses

Operating loss

Nonoperating revenues (expenses):
Sales tax revenue
Noncapital grants and contributions
Investment income
Other
Interest expense

Total nonoperating revenues, net

Capital contributions and grants
Change in net position
Net position, beginning of year

Net position, end of year

See notes to financial statements.
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$ 41,928,876

78,088

42,006,964

18,969,313
4,366,420
1,365,976
2,367,273
6,116,200
5,338,732
1,041,995
1,120,332

378,216
561,646
859,343
2,024,053
1,263,928

45,773,427

(3,766,463)

2,687,283
592,129
126,508

12,929
(877,206)

2,541,643

1,393,881

169,061

10,355,562

$ 10,524,623




DeSoto County Hospital District

Statement of Cash Flows
Fiscal Year Ended September 30, 2025

Cash flows from operating activities:

Cash received from third-party payors, patients and other $ 41,989,514
Cash paid to employees (23,284,497)
Cash paid for supplies, purchased services and other (18,457,174)
Net cash provided by operating activities 247,843
Cash flows from noncapital financing activities:
Sales tax proceeds received 2,664,801
Noncapital grants, contributions and other revenue received 605,058
Net cash provided by noncapital financing activities 3,269,859
Cash flows from capital and related financing activities:
Purchase of capital assets (1,842,906)
Principal payments on long-term debt (5,916,977)
Principal payments on SBITAs (666,392)
Interest payments on long-term liabilities (927,258)
Capital grants, contributions and other revenue received 590,927
Net cash used in capital and related financing activities (8,762,606)

Cash flows from investing activities:

Investment income 126,508
Net cash provided by investing activities 126,508
Change in cash and cash equivalents (5,118,396)
Cash and cash equivalents:
Beginning 9,117,641
Ending $ 3,999,245
Reconciliation of cash and cash equivalents:
Unrestricted $ 652,131
Restricted and designated 3,347,114
Total cash and cash equivalents $  3,999.245
(Continued)
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DeSoto County Hospital District

Statement of Cash Flows (Continued)
Fiscal Year Ended September 30, 2025

Reconciliation of operating loss to net cash provided by operating activities:
Operating loss

Adjustments to reconcile operating loss to net cash provided by operating activities:

Depreciation and amortization

Changes in assets and liabilities:
Patient accounts receivable, net
Other receivables
Inventories and prepaid expenses
Accounts payable
Accrued payroll and benefits
Due from third-party payors
Other current liabilities
Professional liability insurance accrual

Net cash provided by operating activities

Supplemental schedule of noncash capital and related financing activities:
SBITA and lease obligations incurred for right-of-use assets

Other long-term debt incurred for purchase of equipment

Capital purchases included in accounts payable

See notes to financial statements.
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$ (3,766,463)
3,287,981

(299,718)
(152,395)
(23,294)
685,997
51,236
434,663
58,942
(29,106)

$ 247,843

$ 188,140

$ 110,498

$ 801,445




DeSoto County Hospital District

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies

Organization: DeSoto County Hospital District (the District) was originally formed as a special tax district
in order to provide comprehensive health care for the citizens of DeSoto County, which included the
operation of DeSoto Memorial Hospital (the Hospital). On September 25, 1985, a nonprofit organization,
DeSoto Memorial Hospital, Inc. (DMHI) was formed, and on December 20, 1985, the assets and the
responsibility for the operation of the Hospital were transferred from the District to DMHI, while the District
remained in existence to assume responsibility for any new undertakings compatible with its enabling
legislation pursuant to Chapter 65-1450 of the laws of Florida. On July 1, 2010, by unanimous
authorization of the governing members of both the District and DMHI, the Hospital operations and certain
assets and liabilities were transferred from DMHI back to the District.

The District is governed by a five-member Board of Directors that is appointed by the governor of the
State of Florida. The District established a seven-member board, the Subagency Board, to govern the
Hospital. The Subagency Board consists of the five-member District Board of Directors and two members
from the community. The Subagency Board has the authority to appoint the Hospital and related entities’
Chief Executive Officer, determine final action on all matters relating to medical staff membership or
affiliation, and oversee hospital-related operational and patient care issues.

Also on July 1, 2010, the District formed DeSoto County Hospital District (DCHD) Health Care
Professionals, LLC (Professionals), of which it owns 100%. Professionals exists for the sole purpose of
employing such health care professionals as deemed appropriate by the District Board of Directors,
including, but not limited to, those health care professionals and physicians needed to staff the Hospital
and other locations. Professionals had no operating activity in 2025.

In addition, the DMHI articles of incorporation and bylaws were amended to allow the District to appoint
the DMHI Board of Directors. The name of DMHI was changed to DMH Real Estate Holdings, Inc.
(Holdings). Holdings owns the property and equipment and is responsible for the mortgage that were
previously held by DMHI. Holdings leases the property to the District under a long-term lease, which
requires monthly payments of $101,500 through June 30, 2036, also known as the option period. The
lease allows the District to acquire the property at any time during the option period for the price of full
satisfaction of the mortgage payable. The District and Holdings account for this as leased assets.

The District is the sole member of The Apothecary at DeSoto Memorial Hospital, LLC (Apothecary), which
is an entity created during fiscal year 2021, that was formed to operate a retail pharmacy from a current
location within the Hospital.

The District is a special-purpose government engaged only in business-type activities and has no other
material operations. The District includes in its financial statements all organizations for which it is
financially accountable (component units), as defined by the accounting standards. Holdings,
Professionals and Apothecary are blended component units as the District is either the sole member of all
or appoints their boards and these organizations provide benefits exclusively or almost exclusively to the
District.

The District has not included the required disclosures and condensed information for component units in
accordance with Government Accounting Standards Board (GASB) Statement 61, as management
concluded that the nature of these activities and transactions are already transparent in these statements
and amounts are not significant to the overall District. All inter-entity transactions between the Hospital
and its blended component units have been eliminated in consolidation.
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DeSoto County Hospital District

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

The Hospital, located in Arcadia, Florida, is an acute care hospital that provides inpatient, outpatient and
emergency care services for residents of the area. Admitting physicians are primarily practitioners in the
local area. The Hospital is a Sole Community Hospital and a Disproportionate Share Hospital.

Basis of accounting: The primary purpose of the District is the provision of health care services through
the Hospital, and as such, it utilizes accounting practices of health care organizations as defined in the
American Institute of Certified Public Accountants (AICPA) Audit and Accounting Guide, Health Care
Organizations, and follows accounting principles generally accepted in the United States of America
(U.S. GAAP). The District follows applicable Governmental Accounting Standard Board (GASB)
principles.

Use of estimates: The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Cash and cash equivalents: Cash and cash equivalents include all cash and investments in highly liquid
securities purchased with an original maturity of three months or less, excluding amounts in assets limited
as to use.

Deposits: The District maintains cash in checking, savings, money market savings and certificates of
deposit accounts. The District maintains an investment policy in accordance with Florida Statutes, which
authorizes the District to maintain its cash in Qualified Public Depositories (QPDs) covered by federal
insurance or posted collateral. It may also invest surplus funds in the following:

(a) The Local Government Surplus Trust Fund or any intergovernmental investment pool authorized
pursuant to the Florida Interlocal Cooperation Act as provided in Section 163.01, Florida Statutes

(b) Securities and Exchange Commission registered money market funds with the highest credit quality
rating from a nationally recognized rating agency

(c) Interest-bearing time deposits or savings accounts in state certified QPDs as defined in
Section 280.02, Florida Statutes

(d) Direct obligations of the U.S. Treasury

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not be
returned to it in full. In accordance with the Florida Statutes, the District maintains deposits at QPDs that
are covered by federal depository insurance or posted collateral. At September 30, 2025, the carrying
amount of the cash deposits was approximately $4,000,000 and the bank balance was approximately
$4,000,000.

Investments: Investments include certificates of deposits with maturity dates less than 12 months.
Custodial credit risk is the risk that in the event of a bank failure, the District’'s deposits may not be
returned to it in full. In accordance with the Florida Statutes, the District maintains deposits at QPDs that
are covered by federal depository insurance corporation or posted collateral. At September 30, 2025, the
carrying amount of the certificates of deposit was approximately $800,000 and the bank balance was
approximately $800,000.
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DeSoto County Hospital District

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Patient accounts receivable: Patient receivables, where a third-party payor is responsible for paying the
amount, are carried at a net amount determined by the original charge for the service provided, less an
estimate made for contractual adjustments or discounts provided to third-party payors.

Patient receivables due directly from the patients are carried at the original charge for the service
provided less an estimated allowance for doubtful receivables. Management determines the allowance for
doubtful accounts by identifying troubled accounts and by historical experience applied to an aging of
accounts. Patient receivables are written off when deemed uncollectible. Recoveries of receivables
previously written off are recorded when received.

As of September 30, 2025, estimated allowances for contractual adjustments and doubtful accounts
totaled approximately $11,559,000.

The Hospital has entered into a service arrangement to sell certain patient receivable balances to a third-
party. The balances are sold with recourse; therefore, the Hospital is obligated to repurchase any
uncollected receivables after 95 days of service by the service provider. The Hospital records a liability for
the estimated recourse payable for all accounts being serviced at period-end. As of September 30, 2025,
the accounts receivable sold to the third-party were approximately $164,000, and the estimated recourse
liability recorded by the Hospital was approximately $67,000, which is included in the allowance for
doubtful accounts.

Assets limited as to use: Assets limited as to use consist of certificates of deposit and money market
funds (see deposits on previous page) designated for the professional liability self-insurance and
designated as restricted for debt service reserve (see Note 6), as required by the terms of the mortgage
payable and from a DeSoto County ordinance for use of the sales tax revenues. Amounts available to
meet the related current liabilities have been classified as current assets in the statement of net position.

Inventories: Inventories, consisting primarily of medical and pharmaceutical supplies, are stated at the
lower of cost or market, determined using the first-in, first-out (FIFO) method.

Capital assets: Purchases of land, buildings and equipment are stated at cost, if purchased, or
acquisition value at the date of donation, if donated. Assets under lease obligation are depreciated over
the shorter of the lease term or their respective estimated useful lives, unless the District intends to
purchase the asset at the end of the lease term in which case they are depreciated over the useful lives
of the assets. Depreciation is provided using the straight-line method, half-year convention, over the
estimated useful life of each class of depreciable assets. The depreciable lives of capital assets for
financial statement purposes are as follows:

Life (Years)

Land improvements 10-20
Buildings and improvements 10-40
Fixed equipment 5-20
Major movable equipment 3-15

Capital assets are reviewed for impairment when events or changes in circumstances suggest that the
service utility of the capital asset may have significantly and unexpectedly declined. No asset impairment
charges were recorded in 2025.
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DeSoto County Hospital District

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Leases: A lease asset is determined at inception when the control of the right-of-use underlying asset
belongs to the entity for the term of the lease for a period of one year or greater. The term of the lease
may include exercisable options when reasonably certain the option will be renewed. Right-of-use assets
are amortized in a systematic and rational manner over the shorter of the lease terms or useful life of the
underlying asset.

Leases in which the District is the lessee, are included as right-of-use assets, net of amortization, in
accordance with GASB Statement No. 87, Leases (GASB 87), in the statement of net position at the
present value of expected lease payments over the lease term, adjusted for lease incentives, if
applicable. Lease liabilities are based initially on the present value of lease payments or receipts,
respectively, over the course of the lease and is re-measured whenever there is a change or modification
of the lease terms. The current and long-term lease liabilities are recorded within long-term debt in the
statement of net position.

For leases recorded, the rates are based upon the incremental borrowing rate and vary based on
inception date and terms of the contract. Current rates range from 0.32% to 7.60%.

Subscription-Based Information Technology Arrangements: Subscription-Based Information
Technology Arrangements (SBITA) are defined as contracts that conveys control of the right-of-use
another party’s information technology software, alone or in combination with tangible capital assets, as
specified in the contract for a period of time in an exchange or exchange-like transaction. A SBITA is
included as a right-of-use asset and corresponding SBITA liability in accordance with GASB Statement
No. 96, Subscription-Based Information Technology Arrangements (GASB 96).

For SBITAs recorded, the rates are based upon the incremental borrowing rate and vary based on
inception date and terms of the contract. Current rates are 8%.

Compensated absences: The District's employees earn paid time off (vacation, sick time and other
absences) at varying rates depending on years of service and position. Employees accumulate hours of
paid time off subject to certain limits. Upon termination, employees are paid for time off accrued but not
used at their current rate of pay, subject to certain limits. In accordance with GASB Statement No. 101,
Compensated Absences, accumulated time off is estimated and accrued as liabilities on the financial
statements to the extent that it is more likely than not that the leave will be used for time off or otherwise
paid in cash or settled through noncash means.

Risk management: The District is exposed to various risks of loss from theft of, damage to and
destruction of assets; malpractice; workers’ compensation; employee medical; and other matters for
which the District has self-insured a portion of, and purchased commercial insurance coverage for the
remaining risk. Settled claims have not exceeded commercial coverage in any of the three preceding
years. Provisions for estimated professional liability costs include estimates of the ultimate costs for both
reported claims and claims incurred but not reported.

Net patient service revenue: The Hospital has agreements with third-party payors that provide for
reimbursements to the Hospital at amounts different from its established rates. Payment arrangements
include prospectively determined rates per discharge, reimbursed costs, discounted charges and per
diem payments. Net patient service revenue is reported at the estimated net realizable amounts from
patients, third-party payors and others as services are rendered. Retroactive adjustments under
reimbursement agreements with third-party payors are accrued on an estimated basis in the period the
related services are rendered and adjusted in future periods as final settlements are determined.
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DeSoto County Hospital District

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Charity care: The Hospital provides care to patients who meet certain criteria under its charity care policy
without charge or at amounts less than its established rates. Because the Hospital does not pursue
collections of amounts determined to qualify as charity care, they are not reported as revenue.

Operating revenues and expenses: The District’'s statement of revenues, expenses and changes in net
position distinguish between operating and nonoperating revenues and expenses. Operating revenues
result from exchange transactions associated with providing health care services, the District’s principal
activity. Operating expenses are all expenses incurred to provide health care services other than
financing costs. Investment income, noncapital contributions and grants are reported as nonoperating
revenues.

Grant and contribution income: Revenues from grants and contributions (including contributions of
capital assets) are recognized when all eligibility requirements, including time requirements, are met.
Grants and contributions may be restricted for either specific operating purposes or for capital purposes.
Amounts that are unrestricted or restricted for specific operating purposes are reported as nonoperating
revenues. Amounts restricted for capital purposes are reported as capital grants and contributions.

Sales tax revenue: Sales tax revenue is recognized when measurable and the underlying exchange has
occurred. Revenues are restricted by county ordinance for the payment of debt service. Sales tax
receivable for the year ended September 30, 2025, is approximately $492,000 and is recorded in other
receivables on the statement of net position.

Income taxes: As a governmental entity, the District is not subject to federal or state income taxes.
Holdings (previously DMHI) is a nonprofit corporation described in Section 501(c)(3) of the Internal
Revenue Code (the Code) and under the provisions of Chapter 220.13 of the Florida Income Tax Code
and are exempt from federal and state income taxes on related income pursuant to Section 501(a) of the
Code. Accordingly, no provision for income taxes is made in the accompanying financial statements. The
Code provides for taxation of unrelated business income under certain circumstances. The District does
not have any significant unrelated business income that would be subject to tax.

Holdings files a Form 990 (Return of Organization Exempt from Income Tax) annually. When the returns
are filed, it is certain that some positions taken would be sustained upon examination by the taxing
authorities, while others are subject to uncertainty about the merits of the position taken or the amount of
the position that would ultimately be sustained. Examples of tax positions common to health systems
include such matters as the tax-exempt status of each entity and various positions relative to potential
sources or amounts of unrelated business taxable income.

Tax positions are not offset or aggregated with other positions. Tax positions that meet the more likely

than not recognition threshold are measured as the largest amount of tax benefit that is more than 50%
likely to be realized on settlement with the applicable taxing authority. There were no unrecognized tax
benefits identified nor recorded as a liability as of September 30, 2025.

Forms 990 and 990T filed by Holdings are generally subject to examination by the Internal Revenue
Service (IRS) up to three years from the extended due date of each return. Forms 990 and 990T filed by
this entity are generally no longer subject to examination for the fiscal years ended September 30, 2020,
and prior.
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DeSoto County Hospital District

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies (Continued)

Net position: Net position is classified as one of three components. These classifications are defined as
follows:

Net investment in capital assets: This component of net position consists of capital assets and right-of-
use assets, net of accumulated depreciation and amortization and reduced by the outstanding balances
of any borrowings that are attributable to the acquisition, construction or improvement of those assets.

Restricted: This component of net position consists of external constraints placed on net position use by
contributors due to time or use restrictions, or restrictions by grantors, creditors (such as through debt
covenants), or laws or regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation.

Unrestricted: This component of net position consists of net position that does not meet the definition of
restricted or invested in capital assets.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Note 2. Patient Service Revenue

The Hospital has agreements with third-party payors that provide for reimbursements to the Hospital at
amounts different from its established rates. A summary of the basis of reimbursement from major third-
party payors follows:

Medicare and Medicaid: Inpatient acute-care services rendered to Medicare program beneficiaries are
primarily paid at prospectively determined rates per discharge. These rates vary according to a patient
classification system that is based on clinical, diagnostic and other factors. Outpatient services and
defined capital costs related to Medicare beneficiaries are paid on a prospective reimbursement basis.
The Hospital is reimbursed on an interim basis at a tentative rate, which is recalculated and adjusted to
actual claims, with final settlement determined after submission of annual cost reports by the Hospital and
audits by the Medicare fiscal intermediary.

The Hospital's Medicare cost reports have been audited and final settlements have been determined by
the fiscal intermediary for all years through September 30, 2020.

Effective July 1, 2013, inpatient services rendered to Medicaid program beneficiaries were reimbursed
under an inpatient payment method that utilizes Diagnosis-Related Groups (DRGs). For outpatient
services, the Hospital reimbursement was on prospective rate setting methodology. Effective July 1,
2017, the Florida Medicaid program converted to an Ambulatory Payment Classification system.

Retroactive adjustments for Medicare and Medicaid cost report settlements are accrued on an estimated
basis in the period when the related services are rendered and adjusted in future periods when final
settlements are determined.

During the Hospital’s year ended September 30, 2025, the State of Florida legislature authorized the
hospital Directed Payment Program (DPP) in the state fiscal year 2024-2025 General Appropriations Act.
The DPP provided directed payment to hospitals in an amount up to the Medicaid shortfall, or the
difference between the cost of providing care to Medicaid-eligible patients and the payments received for
those services. The payment arrangement directed payments, within each Medicaid region, equally to all
hospitals within each class for hospital services provided by hospitals and paid by Medicaid health plans.
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DeSoto County Hospital District

Notes to Financial Statements

Note 2. Patient Service Revenue (Continued)

For a region to participate in the DPP, all hospitals in at least one of the classes (private, public or cancer
hospitals) had to agree to participate and be subject to an assessment to fund the state share of the DPP.
During the year ended September 30, 2025, the Hospital recognized $2,480,000 of revenue related to the
DPP for the state fiscal year 2024-2025. This revenue is included in net patient service revenue on the
accompanying statement of revenues, expenses and changes in net position for the year ended
September 30, 2025.

Other payors: The Hospital has also entered into payment arrangements with certain commercial
insurance carriers, health maintenance organizations and preferred provider organizations. The basis for
payment to the Hospital under these arrangements includes prospectively determined rates per discharge
and discounts from established charges. Some of these arrangements provide for review of paid claims
for compliance with the terms of the contract and result in retroactive settlement with third parties.
Retroactive adjustments for other third-party claims are recorded in the period when final settlement is
determined.

The Hospital’s patient acceptance policy is based on its mission statement and its charitable purposes.
Accordingly, the Hospital accepts patients in immediate need of care, regardless of their ability to pay.
The Hospital grants credit without collateral to its patients, most of whom are local residents and are
insured under third-party payor arrangements.

To the extent the Hospital realizes additional losses resulting from higher credit risk for patients that are
not insured under third-party payors and not identified as meeting or do not meet the previously described
charity definition, such additional losses are included in the provision for bad debts. For the year ended
September 30, 2025, bad-debt adjustments of approximately $3,606,000 were recognized as a reduction
of patient service revenue.

Net patient service revenue and accounts receivable as of and for the year ended September 30, 2025,
include amounts from the following payors:

Net Patient
Net Patient Accounts
Service Revenue Receivables

Medicare 48% 41%
Medicaid 12% 8%
Insurance 27% 29%
Self-pay 13% 22%
Total 100% 100%

A summary of net patient service revenue for the years ended September 30, 2025, is as follows:

Gross patient charges $182,993,590
Charity adjustments (19,821,634)
Contractual adjustments (117,637,335)
Net patient service revenue before provision for bad debts 45,534,621
Provision for bad debts (3,605,745)
Net patient service revenue $ 41,928,876
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DeSoto County Hospital District

Notes to Financial Statements

Note 3. Charity Care

The Hospital maintains records to identify and monitor the level of charity care it provides. These records
include the amount of charges forgone for services and supplies furnished under its charity care policy of
approximately $19,822,000 for the year ended September 30, 2025.

A patient is classified as a charity patient based on established policies of the Hospital. These policies
define charity services as those services for which no payment is due for all or a portion of the patient’s
bill from either the patient or other third parties. The Hospital utilizes an application process that includes
certain financial information from the requesting patient. Under this policy, in assessing a patient’s ability
to pay, the patient’s financial information is evaluated in comparison to federal poverty income levels as
well as the relationship between the charges and the patient’s income. For financial reporting purposes,
such amounts are classified as charity care and excluded from patient service revenue.

Note 4. Risk Management

Professional liability: The District is a subdivision of the State of Florida and has all of the protections of
sovereign immunity in tort actions. Therefore, in accordance with Florida laws, the District is not liable to
pay a claim by or judgment to any individual that exceeds the sum of $200,000 or any claim and
judgment, or portions thereof that, when totaled with all other claims or judgments paid by the State or its
agencies and subdivisions arising out of the same incidence or occurrence, exceeds the sum of
$300,000. Judgments and claims rendered in excess of these limits must be approved by the Florida
legislature and the governor of the State of Florida. The District is not aware of any claims that are
expected to result in payments in excess of the sovereign immunity limits.

Operations are charged with the cost of claims reported and an estimate of claims incurred but not
reported. A liability for unpaid claims and the associated claim expenses, including incurred but not
reported losses, is actuarially determined and reflected in the statement of net position as an accrued
liability.

The District has employed independent actuaries to estimate the ultimate costs, if any, of the settlement
of such claims. Accrued malpractice losses have been discounted using a discount rate of 4% for 2025
and, in management’s opinion, provide an adequate reserve for loss contingencies. The determination of
such claims and expenses and the appropriateness of the related liability is continually reviewed and
updated. Professional liability claims payable, including an estimate for incurred but not reported claims,
was approximately $935,000 as of September 30, 2025.

Expenses under the program were approximately $20,000 for the year ended September 30, 2025. The
self-insurance reserves of the District was funded at approximately $206,000 as of September 30, 2025.

Health insurance: The District is self-insured for employee group health insurance. The District
maintains reinsurance through a commercial excess coverage policy, which covers annual individual
employee claims paid in excess of $75,000.

Total gross expenses under this program amounted to approximately $2,656,000 for the year ended
September 30, 2025. Group health insurance claims payable, including an estimate for incurred but not
reported claims, was $300,000 as of September 30, 2025, and is reported in other current liabilities in the
statement of net position. Based on historical experience, management believes that the established
liabilities are sufficient to cover reported claims and incurred but not reported claims.
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DeSoto County Hospital District

Notes to Financial Statements

Note 4.

General insurance: The District maintains premium-based insurance policies for workers’ compensation,

Risk Management (Continued)

director and officer liability, property and casualty, crime, automobile, cyber-security, environmental,

fiduciary and executive risk.

A schedule of changes in the estimated liabilities for professional liability and employee health claims,
including those held by Holdings, for the fiscal years ended September 30, 2025 and 2024, are as

follows:

Professional liability
Employee health liability
Total

Professional liability
Employee health liability
Total

Claims
Expense Amounts
October 1, Claims and Change September 30, Due Within
2024 Payment in Estimate 2025 One Year
$ 964515 $§ 298942 $§ (328,048) $ 935409 $ 379,888
200,000 2,272,442 (2,172,442) 300,000 300,000
$ 1164515 $ 2,571,384  $(2,500,490) $ 1235409 $ 679,888
Claims
Expense Amounts
October 1, Claims and Change September 30,  Due Within
2023 Payment in Accrual 2024 One Year
$ 995960 $§ 298,942 § (330,387) $ 964,515 $ 372,915
200,000 1,649,203 (1,649,203) 200,000 200,000
$ 1195960 $ 1,948,145 $(1,979590) $ 1,164,515 $ 572,915
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DeSoto County Hospital District

Notes to Financial Statements

Note 5. Capital Assets and Right-of-Use Assets

Capital asset and right-of-use asset activity for the year ended September 30, 2025, is as follows:

October 1, Additions/ Deletions/ September 30,
2024 Transfers Transfers 2025
Capital assets not being depreciated:
Land $ 250,694 $ - $ - $ 250,694
Construction in process 400,000 1,703,327 (400,000) 1,703,327
Total non-depreciable assets 650,694 1,703,327 (400,000) 1,954,021
Capital assets being depreciated:
Land improvements 725,715 - - 725,715
Buildings and improvements 28,374,643 56,375 - 28,431,018
Fixed equipment 8,962,020 81,620 - 9,043,640
Major movable equipment 18,166,110 1,313,527 (74,994) 19,404,643
Total 56,228,488 1,451,522 (74,994) 57,605,016
Less accumulated depreciation for:
Land improvements 579,040 17,242 - 596,282
Buildings and improvements 18,699,711 478,681 - 19,178,392
Fixed equipment 7,300,124 254,069 - 7,554,193
Major movable equipment 13,547,632 1,274,061 (74,994) 14,746,699
Total 40,126,507 2,024,053 (74,994) 42,075,566
Capital assets being depreciated, net 16,101,981 (572,531) - 15,529,450
Capital assets, net $ 16,752,675 $ 1,130,796 $ (400,000) $ 17,483,471
Right-of-use assets:
Buildings under lease $ 756,549 $ - $ - $ 756,549
Equipment under lease 3,072,206 188,140 - 3,260,346
SBITAs 4,116,956 - - 4,116,956
Total 7,945,711 188,140 - 8,133,851
Less accumulated amortization for:
Buildings under lease 167,565 144,607 - 312,172
Equipment under lease 2,224,776 302,225 - 2,527,001
SBITAs 1,617,282 817,096 - 2,434,378
Total 4,009,623 1,263,928 - 5,273,551
Right-of-use assets, net $ 3,936,088 $ (1,075,788) $ - $ 2,860,300
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DeSoto County Hospital District

Notes to Financial Statements

Note 6. Long-Term Debt

A schedule of changes in long-term debt as of and for the year ended September 30, 2025, consists of
the following:

Amounts

October 1, September 30, Due Within

2024 Additions Reductions 2025 One Year
USDA mortgage $ 11,173,618 $ - $ (4,813,946) $ 6,359,672 $ 977,744
Lease liabilities 1,495,432 188,140 (378,091) 1,305,481 385,311
Other 3,962,322 110,498 (724,940) 3,347,880 712,015
Total $ 16,631,372 $ 298,638 $ (5,916,977) $ 11,013,033 $ 2,075,070

USDA mortgage: The U.S. Department of Agriculture (USDA) Rural Development provided funds for a
renovation and construction project, which was completed in March 2009. After project completion, a
promissory note was finalized for a total of $20 million. Annual payments of approximately $1.2 million are
required, including interest at 4.125% through June 2031. An additional $4 million unscheduled payment
was made during the current fiscal year to reduce the year-end liability balance.

The mortgage payable is secured by a first mortgage security interest on real estate, improvements, a
purchase money lien on all equipment, furniture and fixtures and a first lien on all revenues and accounts
receivable of the District.

The mortgage payable, resulting from direct borrowings, contains provisions that, in the event of default,
the lender may: (a) declare the entire amount unpaid under the note, and any indebtedness to lender,
immediately due and payable, (b) declare the District incur and pay reasonable expenses for repair or
maintenance of and take possession of, operate or rent the property under borrowing, (c) foreclose and
sell the property and use the proceeds in accordance with the agreement, and (d) enforce any and all
other rights and remedies provided within the agreement or by present or future laws.

A loan resolution security agreement contains certain provisions, including a requirement that a reserve
account be funded at $121,800 per annum until such reserve account has a balance the equivalent of
one year’s principal and interest payment of approximately $1,218,000. As of September 30, 2025, the
balance in the reserve account was approximately $1,240,000 and is included in assets limited as to use;
restricted on the statement of net position. The District opted to cease funding of the reserve account in
July of 2014, which was allowed under terms of the agreement, but the District does fund the reserve
account with any excess cash available from the sales taxes levied. Also included in assets limited as to
use are the unspent proceeds of the sales tax revenues restricted for debt service in the amount of
approximately $1,901,000 as of September 30, 2025.
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DeSoto County Hospital District

Notes to Financial Statements

Note 6. Long-Term Debt (Continued)

Scheduled principal and interest payments on the USDA mortgage are as follows:

Direct Borrowings

Principal Interest Total
Years ending September 30:
2026 $ 977,744  $ 240,056 $ 1,217,800
2027 1,014,651 203,149 1,217,800
2028 1,070,786 147,014 1,217,800
2029 1,092,696 125,104 1,217,800
2030 1,133,941 83,859 1,217,800
2031 1,069,854 41,057 1,110,911

$ 6359672 % 840,239 $ 7,199,911

Lease liabilities: In connection with GASB 87, Leases, the District recorded lease liabilities and right-of-
use lease assets for buildings and equipment when the terms are for a period of one year or greater.

Future required lease principal and interest payments are as follows:

Principal Interest Total
Years ending September 30:
2026 $ 385,311 $ 62,158 $ 447,469
2027 381,240 42,082 423,322
2028 263,154 24,515 287,669
2029 264,087 8,547 272,634
Thereafter 11,689 68 11,757

$ 1305481 § 137,370 $§ 1,442,851

Other: The District has other long-term debt obligations for various equipment purchases which are
payable in monthly installments of approximately $1,000 to $13,100, including interest at an average rate
of 5.6% to 7.6%. These obligations are secured by equipment.

The other long-term debt obligations resulting from direct borrowings contain provisions that, in the event
of default, lenders may: (a) declare the entire amount unpaid under the note and any indebtedness to
lenders be immediately due and payable, (b) assess late charge fees in accordance with the agreements,
(c) take possession of and sell, operate or dispose of the equipment, and (d) enforce any and all other
rights and remedies provided within the agreement or by present or future laws.
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DeSoto County Hospital District

Notes to Financial Statements

Note 6. Long-Term Debt (Continued)

Scheduled principal and interest payments on the equipment loans, which were outstanding as of
September 30, 2025, are as follows:

Direct Borrowings

Principal Interest Total
Years ending September 30:
2026 $ 712,015  $ 190,269 $ 902,284
2027 812,358 154,261 966,619
2028 808,840 99,185 908,025
2029 743,363 47,476 790,839
2030 248,496 5,946 254,442
2031-2032 22,808 648 23,456

$ 3347880 % 497,785 $ 3,845,665

Note 7. Subscription Based Information Technology Arrangements (SBITAs)

SBITA liabilities: In connection with the adoption of GASB 96, SBITAs, the District recognized a SBITA
liability and a right-of-use asset for agreements in which District has the right-of-use another party’s
information technology software, alone or in combination with tangible capital assets for a period of one
year or greater.

SBITA activity for the year ended September 30, 2025, consisted of the following:

Amounts
October 1, September 30, Due Within
2024 Additions Reductions 2025 One Year
SBITA liabilities $ 2,542,397 $ - $ (666,392) $ 1,876,005 $ 822,036
Future required SBITA principal and interest payments are as follows:
Principal Interest Total
Years ending September 30:
2026 $ 822,036 $ 119,275  $ 941,311
2027 962,368 51,331 1,013,699
2028 91,601 6,412 98,013

$ 1,876,005 § 177,018 $§ 2,053,023
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DeSoto County Hospital District

Notes to Financial Statements

Note 8. Compensated Absences Liability

Compensated absences liability activity for the year ended September 30, 2025, follows:

October 1, September 30, Amounts Due
2024 Net Change* 2025 in One Year
$ 1,046,630 § 106,382 % 1,153,012  § 1,153,012

Compensated absences liability balances are reported as accrued payroll and compensating absences
liability on the statement of net position.

*The change in compensated absences above is a net change for the year.

Note 9. Commitments and Contingencies

Pension cost: DMHI has a defined contribution plan administered by the Variable Annuity Life Insurance
Company, Inc. The plan requires annual contributions equal to 4% of eligible salaries. Effective July 1,
2010, when the Hospital was transferred to the District, this plan was frozen and the District adopted a
401(a) defined contribution plan with essentially the same provisions as the DMHI plan. Effective
January 1, 2014, the contribution was changed whereby the District will match employee contributions up
to 3%. Retirement costs under the plans for the year ended September 30, 2025, were approximately
$317,000.

Grant programs: The District participates in various grant programs which are subject to program
compliance audits by the grantors. Accordingly, the District's compliance with applicable grant
requirements will be established at a future date. The amount of expenses which may be disallowed by
the granting agencies cannot be determined at this time, although the District anticipates such amounts, if
any, will not be material.

Regulatory and compliance matters—general regulatory compliance: The health care industry is
subject to voluminous and complex laws and regulations of federal, state and local governments.
Compliance with such laws and regulations can be subject to future government review and interpretation
as well as regulatory actions unknown or unasserted at this time. These laws and regulations include, but
are not necessarily limited to, matters such as licensure, accreditation, government health care program
participation requirements, reimbursement laws and regulations, anti-kickback and anti-referral laws and
false claims prohibitions. In recent years, government activity has increased with respect to investigations
and allegations concerning possible violations of reimbursement, false claims, anti-kickback and anti-
referral statutes and other regulations by health care providers.

Recovery audit contractor program: Recovery audit contractors (RACs) search for potentially improper
Medicare payments that may have been made to health care providers and that were not detected
through existing Centers for Medicare and Medicaid Services program integrity efforts. The Hospital
deducts from revenue amounts assessed by RACs at the time a notice is received, until such time that
estimates of net amounts due can be reasonably estimated. Future RAC assessments against the
Hospital are anticipated; however, the outcome of such assessments is unknown and cannot be
reasonably estimated.
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DeSoto County Hospital District

Notes to Financial Statements

Note 10. Adopted and Unadopted Accounting Standards

In 2022, GASB issued Statement No. 101, Compensated Absences. This statement provides guidance
updating the recognition and measurement guidance for compensated absences. The District adopted
GASB Statement No. 101, Compensated Absences, which did not have a significant impact on the
District’s financial statements for the year ended September 30, 2025.

In 2023, GASB issued Statement No. 102, Certain Risk Disclosures. This statement provides guidance
for disclosing essential information about risks related to a government’s vulnerabilities due to certain
concentrations or constraints. The District adopted GASB Statement No. 102, Certain Risk Disclosures,
which did not have a significant impact on the District’s financial statements for the year ended
September 30, 2025.

In 2024, GASB issued Statement No. 103, Financial Reporting Model Improvements. This statement
focuses on improving the financial reporting for state and local governments. The requirements of this
statement are effective for fiscal years beginning after June 15, 2025. Management has not yet
determined the impact of this statement on the financial statements.

In 2024, GASB issued Statement No. 104, Disclosure of Certain Capital Assets. This statement provides
guidance for state and local governments on how to disclose specific types of capital assets in their
financial reports. The requirements of this statement are effective for fiscal years beginning after June 15,
2025. Management has not yet determined the impact of this statement on the financial statements.

In 2025, GASB issued Statement No. 105, Subsequent Events. This improves the financial reporting
requirements for subsequent events by clarifying the evaluation period, refining the distinction between
recognized and non-recognized subsequent events, and enhancing disclosure expectations. The
requirements of this statement are effective for fiscal years beginning after June 15, 2026. Management
has not yet determined the impact of this statement on the financial statements.

Note 11. Subsequent Event

During fiscal year 2025, the District initiated an evaluation of strategic options in response to adverse
financial and regulatory conditions. Following outreach and discussions with governmental agencies,
tertiary care providers and national health care systems, the District's Board issued a request for
proposals seeking potential long-term solutions for the District’'s operations. Multiple proposals were
received and reviewed.

After a comprehensive evaluation process, including public hearings, the Board selected a proposal from
Tampa General Hospital to lease the District’s facility and hospital operations. A Letter of Intent was
executed on January 9, 2026, and due diligence procedures are currently underway. Based on the
anticipated timeline, the lease is expected to commence by July 1, 2026.
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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

Independent Auditor’s Report

Board of Directors
DeSoto County Hospital District

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 (Government Auditing Standards), the financial
statements of DeSoto County Hospital District (the District), as of and for the year ended September 30,
2025, and the related notes to the financial statements which collectively comprise the District’s basic
financial statements, and have issued our report thereon dated April 13, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’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 and therefore, material weaknesses or significant deficiencies may
exist that were not identified. We identified certain deficiencies in internal control, described in the
accompanying schedule of findings and questioned costs as items 2025-001, 2025-002 and 2025-003
that we consider to be material weaknesses.

Report on Compliance and Other Matters
As part of obtaining reasonable assurance about whether the District’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 financial statements. 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.
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The District’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the District’s
response to the findings identified in our audit and described in the accompanying schedule of findings
and questioned costs. The District’'s response was not subjected to the other auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on the response.

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.

PSK VS LLP

Fort Lauderdale, Florida
April 13, 2026
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Report on Compliance for Each Major Federal Program;
Report on Internal Control Over Compliance; and Report on
Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

Independent Auditor’s Report

Board of Directors
DeSoto County Hospital District

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited DeSoto County Hospital District’s (the District) compliance with the types of compliance
requirements identified as subject to audit in the OMB Compliance Supplement that could have a direct
and material effect on each of the District's major federal programs for the year ended September 30,
2025. The District’'s major federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs.

In our opinion, the District complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year
ended September 30, 2025.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States (Government Auditing
Standards); and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Our responsibilities under those standards and the Uniform Guidance are further described in
the Auditor’'s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the District and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination of the District’'s compliance with
the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to the
District’s federal programs.
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Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the District’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material, if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about the District's compliance with the requirements of each major federal program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the District’'s compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of the District’s internal control over compliance relevant to the audit in order
to design audit procedures that are appropriate in the circumstances and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of the District’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

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

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’'s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.
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The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the business-type activities of the District as of and for the
year ended September 30, 2025, and have issued our report thereon dated April 13, 2026, which
contained an unmodified opinion on those financial statements. Our audit was performed for the purpose
of forming an opinion on the financial statements as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the
Uniform Guidance and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the schedule of expenditures of federal awards is fairly stated in all material
respects in relation to the financial statements as a whole.

RSk VS LLP

Fort Lauderdale, Florida
April 13, 2026



DeSoto County Hospital District

Schedule of Expenditures of Federal Awards
Fiscal Year Ended September 30, 2025

Federal Total
Federal Grantor/Pass-Through Grantor/ Assistance Provided to Federal
Program or Cluster Title Listing Number Subrecipients  Expenditures
Department of Agriculture:
Community Facilities Loans and Grants Cluster:
Community Facilities Loans and Grants 10.766 $ - $ 11,173,618
Total Department of Agriculture - 11,173,618
Department of Homeland Security:
Community Disaster Loans 97.030 - 1,393,881
Total Department of Homeland Security - 1,393,881
Total expenditures of federal awards $ - $ 12,567,499

See notes to schedule of expenditures of federal awards



DeSoto County Hospital District

Notes to the Schedule of Expenditures of Federal Awards
Fiscal Year Ended September 30, 2025

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant
activity of DeSoto County Hospital District (the District), under programs of the federal government for the
year ended September 30, 2025. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of the District, it is not intended to and does not present
the financial position, changes in net position or cash flows of the District.

Note 2. Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in the Uniform Guidance, wherein certain types of
expenditures are not allowable or are limited as to reimbursement.

Note 3. Indirect Cost Rate

The District has elected not to use the 10% de minimis indirect cost rate for awards prior to October 1,
2024 nor the 15% de minimis indirect cost rate for awards on or after October 1, 2024, as allowed under
Uniform Guidance.

Note 4. Indirect Cost Rate Noncash Assistance, Insurance, Loans and Loan Guarantees
Outstanding

There was a $20,000,000 direct U.S Department of Agriculture (USDA) loan originally issued in June
2006. This loan was issued for the construction and expansion of the District’s hospital facilities. The
outstanding amount of the loan is $6,359,672 as of September 30, 2025, and the loan matures in June
2031. In accordance with guidance issued by the USDA, the amount included for the USDA expenditures
in the Schedule for the year ended September 30, 2025, is $11,173,618, which represents the balance of
the USDA loan as of October 1, 2024 (i.e., beginning of the audit period) plus the value of new loans
received during the year ended September 30, 2025, which was zero.



DeSoto County Hospital District

Schedule of Findings and Questioned Costs
Fiscal Year Ended September 30, 2025

Section | - Summary of Auditor’s Results

Financial Statements
Type of report the auditor issued on whether the financial

statements audited were prepared in accordance with U.S. GAAP:

Internal control over financial reporting:

Material weakness(es) identified?

Significant deficiency(ies) identified?
Noncompliance material to financial statements noted?

Federal Awards

Internal control over major federal programs:
Material weakness(es) identified?
Significant deficiency(ies) identified?

Type of auditor’s report issued on compliance for major
federal programs:
Any audit findings disclosed that are required
to be reported in accordance with Section 2 CFR
200.516(a)?

Identification of major federal programs:

Assistance Listing Numbers

Unmodified

Yes No

Yes X None Reported

Yes X No

Yes X No

Yes X None Reported
Unmodified

Yes X No

Name of Federal Program or Cluster

10.766
97.030

Dollar threshold used to distinguish between type
A and type B programs:

Auditee qualified as low-risk auditee?

Community Facilities Loans and Grants Cluster

Yes

Community Disaster Loans

$1,000,000

X No



DeSoto County Hospital District

Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended September 30, 2025

Section Il. Financial Statement Findings

Compliance
No matters were reported.

Internal Controls

2025-001—Segregation of Duties

Criteria: An effective system of controls include the proper segregation of duties within the financial
reporting and accounting process.

Condition: We noted that an employee had access rights to initiate and post journal entries without a
second approver. Additionally, there was no evidence of management’s review of the detailed period
comparison report that list journal entries and transaction activity for the month.

Cause: The system of internal controls is not designed to allow for the proper segregation of duties.

Effect or Potential Effect: Improper segregation of duties could result in the misstatement of the
financial statements and the misappropriation of assets.

Recommendation: We recommend that management review the design of established controls and
implement the changes necessary to allow for the proper segregation of duties within the financial
reporting and accounting process. This would include that each journal entry requires an initiator and an
approver for posting.

Views of Responsible Officials: Management agrees with the finding and has developed a corrective
action plan.



DeSoto County Hospital District

Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended September 30, 2025

2025-002—Bank Reconciliations
Criteria: An effective system of controls requires the timely reconciliation of bank accounts monthly.

Condition: We noted that bank accounts were not reconciled timely during the year. This resulted in
several unreconciled cash transactions as of the year ended.

Cause: The District experienced turnover in staffing in the current year which resulted in the bank
accounts not being reconciled in a timely manner, to allow for the proper recording of transactions on an
ongoing basis.

Effect or Potential Effect: This resulted in several unreconciled cash transactions as of the year ended.
This could also result in the misappropriation of assets.

Recommendation: We recommend that management review the design of established controls and
implement the changes necessary to allow for the timely reconciliation of bank accounts on an ongoing
basis.

Views of Responsible Officials: Management agrees with the finding and has developed a corrective
action plan.
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DeSoto County Hospital District

Schedule of Findings and Questioned Costs (Continued)
Fiscal Year Ended September 30, 2025

2025-003—Financial Reporting Process

Criteria: Internal control policies and procedures should provide reasonable assurance regarding the
reliability of the financial reporting process, including the timely recording and disclosure of accounting
transactions.

Condition: There were passed adjustments reported and post-closing audit adjustments recorded that
affected the following financial statement balances at year-end:

Post-closing audit adjustments

Cash

Expenses

Revenues

Receivables and related allowances
Accounts payable

Passed audit adjustments

e Cash

e Expenses

e Accounts payable

e Prepaid expenses

e Compensated absences

Cause: The District experienced turnover in staffing in the current year which resulted in account
balances not being reconciled in a timely manner and errors not being identified during the financial
reporting close process.

Effect or Potential Effect: The financial statements were adjusted to properly report balances at year-
end.

Recommendation: We recommend that management review the design of established controls and
implement the changes necessary to allow for the timely recording and disclosure of accounting
transactions on an ongoing basis.

Views of Responsible Officials: Management agrees with the finding and has developed a corrective
action plan.

Section lll. Federal Award Findings and Questioned Costs

No matters were reported.
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DESOTO COUNTY HOSPITAL DISTRICT

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Identifying Number: 2024-001—Segregation of Duties

Audit Finding: We noted that an employee had access rights to initiate and post journal entries without a
second approver. Additionally, there was no evidence of management’s review of the detailed period
comparison report that list journal entries and transaction activity for the month.

Status: Corrective action was not taken. See current year finding 2025-001—Segregation of Duties

Planned Corrective Action: Management agrees with the finding and has developed a corrective action
plan. To address the finding from the audit regarding the lack of segregation of duties in the journal entry
process, management will implement a comprehensive corrective plan. Management will conduct a
thorough review of current roles, and implement a policy that mandates a second, independent approver
for all journal entries before they are posted. Additionally, management will ensure regular reviews of the
period comparison report to verify the accuracy and appropriateness of journal entries and will also
develop a standardized review process for management to follow. Training will also be provided to all
staff involved in the journal entry process to stress the importance of segregation of duties. Executive
management will continue their high-level review of financial transactions and activity.

Identifying Number: 2024-002—Bank Reconciliations

Audit Finding: We noted that bank accounts were not reconciled for the period from December 2023
through September 2024. This resulted in several unreconciled cash transactions as of the year ended.

Status: Corrective action was not taken. See current year finding 2025-002— Bank Reconciliations

Planned Corrective Action: Management agrees with the finding and has developed a corrective action
plan. Management will set a firm schedule for monthly bank reconciliations, ensuring that all bank
accounts are reconciled within a specified timeframe after the end of each month. Additionally,
management will create standardized procedures for performing bank reconciliations, including
instructions on how to identify and resolve any outstanding items. Management will review monthly bank
reconciliations to ensure any discrepancies are identified and resolved promptly.
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Identifying Number: 2024-003—Financial Reporting Process

Audit Finding: Post-closing audit adjustments were made to the financial statements to properly report the
following balances at year-end:

e Expenses

e Revenues

e Loans payable

¢ Accounts payable

o Lease liabilities and right-of-use assets

¢ Accounts receivables and related allowance

¢ Subscription-based information technology arrangement liabilities and right-of-use assets

Status: Partially corrected. See current year finding 2025-003—Financial Reporting Process

Planned Corrective Action: Management agrees with the finding and has developed a corrective action
plan. Management will implement comprehensive period-end closing procedures to ensure all necessary
adjustments and reconciliations are completed before the financial statements are finalized. Additionally,
management will implement regular reconciliations and reviews of any adjustments and supporting
documentation before period-end entries are posted for the listed accounts above. Finally, management
will provide targeted training for accounting and finance staff on the importance of accurate and timely
financial reporting, as well as any new U.S. GAAP requirements.
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DESOTO COUNTY HOSPITAL DISTRICT

DISTRICT CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED SEPTEMBER 30, 2025

Finding 2025-001—Segregation of Duties

Finding: We noted that an employee had access rights to initiate and post journal entries without a
second approver. Additionally, there was no evidence of management’s review of the detailed period
comparison report that list journal entries and transaction activity for the month.

Corrective Actions Taken or Planned: Management agrees with the finding and has developed a
corrective action plan. To address the finding from the audit regarding the lack of segregation of duties in
the journal entry process, management will implement a comprehensive corrective plan. Management will
conduct a thorough review of current roles, and implement a policy that mandates a second, independent
approver for all journal entries before they are posted. Additionally, management will ensure regular
reviews of the period comparison report to verify the accuracy and appropriateness of journal entries and
will also develop a standardized review process for management to follow. Training will also be provided
to all staff involved in the journal entry process to stress the importance of segregation of duties.
Executive management will continue their high-level review of financial transactions and activity.

Person Responsible for Corrective Action: Dan Hogan, Interim CFO

Anticipated Completion Date: June 30, 2026

Finding 2025-002—Bank Reconciliations

Finding: We noted that bank accounts were not reconciled timely during the year. This resulted in several
unreconciled cash transactions as of the year ended.

Corrective Actions Taken or Planned: Management agrees with the finding and has developed a
corrective action plan. Management will set a firm schedule for monthly bank reconciliations, ensuring
that all bank accounts are reconciled within a specified timeframe after the end of each month.
Additionally, management will create standardized procedures for performing bank reconciliations,
including instructions on how to identify and resolve any outstanding items. Management will review
monthly bank reconciliations to ensure any discrepancies are identified and resolved promptly.

Person Responsible for Corrective Action: Dan Hogan, Interim CFO

Anticipated Completion Date: June 30, 2026
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Finding 2025-003—Financial Reporting Process

Finding: There were passed adjustments reported and post-closing audit adjustments recorded that
affected the following financial statement balances at year-end:

Post-closing audit adjustments

e Cash

e Expenses

¢ Revenues

e Receivables and related allowances
e Accounts payable

Passed audit adjustments

e Cash

e Expenses

e Accounts payable

e Prepaid expenses

e Compensated absences

Corrective Actions Taken or Planned: Management agrees with the finding and has developed a
corrective action plan. Management will implement comprehensive period-end closing procedures to
ensure all necessary adjustments and reconciliations are completed before the financial statements are
finalized. Additionally, management will implement regular reconciliations and reviews of any adjustments
and supporting documentation before period-end entries are posted for the listed accounts above. Finally,
management will provide targeted training for accounting and finance staff on the importance of accurate
and timely financial reporting, as well as any new U.S. GAAP requirements.

Person Responsible for Corrective Action: Dan Hogan, Interim CFO

Anticipated Completion Date: June 30, 2026
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Management Letter in Accordance with
Chapter 10.550, Rules of the Auditor General of the State of Florida

Board of Directors
DeSoto County Hospital District

Report on the Financial Statements
We have audited the financial statements of the DeSoto County Hospital District (the District) as of and
for the fiscal year ended September 30, 2025, and have issued our report thereon dated April 13, 2026.

Auditor’s Responsibility

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; the audit requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance); and Chapter 10.550, Rules of the Auditor
General.

Other Reporting Requirements

We have issued our Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standards; Independent Auditor's Report on Compliance for Each Major
Federal Program; Report on Internal Control over Compliance; and Report on the Schedule of
Expenditures of Federal Awards Required by the Uniform Guidance; Schedule of Findings and
Questioned Costs; and Independent Accountant’s Report on an examination conducted in accordance
with AICPA Professional Standards, AT-C Section 315, regarding compliance requirements in accordance
with Section 218.415, Florida Statutes. Disclosures in those reports and schedules, which are dated

April 13, 2026, should be considered in conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that we determine whether or not corrective
actions have been taken to address findings and recommendations made in the preceding financial audit
report. There were no findings and recommendations made in the preceding financial audit report.

Official Title and Legal Authority

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government and each component unit of the reporting entity be disclosed in this
management letter, unless disclosed in the notes to the financial statements. The name or official title and
legal authority is disclosed in Note 1 to the financial statements.
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ASSURANCE | TAX | CONSULTING 1

RSM US LLP is the U.S. member firm of RSM International, a global network of independent assurance, tax, and consulting firms.
Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.




Financial Condition and Management

Sections 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, require us to apply appropriate
procedures and communicate the results of our determination as to whether or not the District met one or
more of the conditions described in Section 218.503(1), Florida Statutes, and to identify the specific
condition(s) met. In connection with our audit, we determined that the District did not meet any of the
conditions described in Section 218.503(1), Florida Statutes.

Pursuant to Sections 10.554(1)(i)5.b. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures for the District. It is management’s responsibility to monitor the
District’s financial condition, and our financial condition assessment was based in part on representations
made by management and review of financial information provided by same.

Section 10.554(1)(i)2., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. In connection with our audit, we did not have any
such recommendations.

Property Assessed Clean Energy (PACE) Programs

As required by Section 10.554(1)(i)6.a., Rules of the Auditor General, the District's management
represented that the PACE program authorized pursuant to Section 163.081 or Section 163.082, Florida
Statutes, did not operate within the District's geographical boundaries during the fiscal year under audit.

Special District Component Units

Section 10.554(1)(i)5.c., Rules of the Auditor General, requires, if appropriate, that we communicate the
failure of a special district that is a component unit of a county, municipality or special district, to provide
the financial information necessary for proper reporting of the component unit within the audited financial
statements of the county, municipality, or special district in accordance with Section 218.39(3)(b), Florida
Statutes. In connection with our audit, we did not note any special district component units that failed to
provide the necessary information for proper reporting in accordance with Section 218.39(3)(b), Florida
Statutes.

Specific Information
As required by Section 218.39(3)(c), Florida Statutes, and Section 10.554(1)(i)7., Rules of the Auditor
General, the District reported:

a. The total number of District employees compensated in the last pay period of the District’s fiscal
year as 290.

b. The total number of independent contractors to whom nonemployee compensation was paid in the
last month of the District’s fiscal year as 25.

C. All compensation earned by or awarded to employees, whether paid or accrued, regardless of
contingency as $23,335,733.

d. All compensation earned by or awarded to nonemployee independent contractors, whether paid or
accrued, regardless of contingency as $3,733,249.

e. Each construction project with a total cost of at least $65,000 approved by the District that is
scheduled to begin on or after October 1 of the fiscal year being reported, together with the total
expenditures for such project. This information is included in the schedule below.

Total
Project Name Budget Expenditures
Chiller Project $ 93,864 $ 93,864
Hospital Reconstruction Project $ 1,609,463 $ 1,609,463



f. A budget variance based on the budget adopted under Section 189.016(4), Florida Statutes, before
the beginning of the fiscal year being reported if the District amends a final adopted budget under
Section 189.016(6), Florida Statutes. This information is included in Appendix A.

Additional Matters

Section 10.554(1)(i)3., Rules of the Auditor General, requires us to communicate noncompliance with
provisions of contracts or grant agreements, or fraud, waste, or abuse, that has occurred or is likely to
have occurred, that has an effect on the financial statements that is less than material but warrants the
attention of those charged with governance. In connection with our audit, we did not note any such
findings.

Purpose of this Letter

Our management letter is intended solely for the information and use of the Legislative Auditing Committee,
members of the Florida Senate and the Florida House of Representatives, the Florida Auditor General,
Federal and other granting agencies, the District and applicable management, and is not intended to be
and should not be used by anyone other than these specified parties.

PSKM VS LLP

Fort Lauderdale, Florida
April 13, 2026



Desoto Memorial Hospital

Schedule of Revenue and Expenses
Budget and Actual (Unaudited)

Fiscal Year Ended September 30, 2025

Operating Revenues:

Inpatient Hospital Revenues
Outpatient Hospital Revenues
Physician Fee Revenues

Clinic Revenues

Other Outpatient Service Revenue
Total Gross Revenue

Deductions From Revenue
Medicare & Medicaid Contractual
Discounts & Adjustments

Other Contractual Adjustments
Indigent Care (Charity)

Provision for Uncollectible Accounts
Non-Claim Payments

Total Deductions From Revenue
Net Patient Service Revenue

Other Operating Revenue
Other Operating Revenue
Total Other Revenue

NET REVENUE

Expenses

Salaries & Wages
Contract Labor

Benefits

Fees - Physician

Fees - Other

Supplies

Utilities

Repairs and Maintenance
Rents and Leases
Insurance

Other Expenses
Marketing & Public Relations

Total Expenses
EBDIT
EBITDA

Capital Expenses

Interest Expense

Bond fees

Depreciation & Amortization

Total Capital Expenses
Operating Loss

Other Income:

Investment Income

Grants and Sales Tax Ordnance Income
Federal Award Grants

Other Non-Oper Income(Exp)

Total Non-Oper. Income(Exp)
Capital Contribution

Net Income/(Loss)

Appendix A

Budget -
Budget Amended Actual
$ 28,384,872 $ 28,384,872 § 29,453,357
147,078,463 147,078,463 137,047,820
2,279,947 2,279,947 2,297,715
19,397,243 19,397,243 14,194,701
197,140,524 197,140,524 182,993,593
103,435,745 103,435,745 89,017,027
1,470,097 1,470,097 2,091,740
31,910,588 31,910,588 31,941,222
17,602,346 17,602,346 19,821,634
5,394,779 5,394,779 3,670,744
(5,200,000) (5,200,000) (5,477,650)
154,613,555 154,613,555 141,064,717
42,526,969 42,526,969 41,928,876
75,000 75,000 78,088
75,000 75,000 78,088
42,601,969 42,601,969 42,006,964
17,062,089 17,062,089 18,969,313
1,895,788 1,895,788 1,365,976
4,260,197 4,260,197 4,366,420
3,060,019 3,060,019 2,367,273
6,560,814 6,560,814 6,116,200
5,571,758 5,571,758 5,338,732
1,100,480 1,100,480 1,041,995
832,651 832,651 1,120,332
421,925 421,925 378,216
605,274 605,274 561,646
829,405 829,405 809,150
38,253 38,253 50,193
42,238,653 42,238,653 42,485,446
363,316 363,316 (478,482)
363,316 363,316 (478,482)
1,006,957 1,006,957 871,273
3,700 3,700 5,933
3,485,780 3,485,780 3,287,981
4,496,437 4,496,437 4,165,187
(4,133,121) (4,133,121) (4,643,669)
165,000 165,000 126,508
2,693,120 2,693,120 3,229,412
50,000 50,000 50,000
25,000 25,000 12,929
2,933,120 2,933,120 3,418,849
- - 1,393,881

$  (1,200,001)

(1,200,001) $ 169,061




RSM

RSMUSLLP

Independent Accountant’s Report

Board of Directors
DeSoto County Hospital District

We have examined the DeSoto County Hospital District’s (the District) compliance with the local
government investment policy requirements of Section 218.415, Florida Statutes (the specified
requirements) during the period October 1, 2024 to September 30, 2025. Management of the District is
responsible for the District’s compliance with the specified requirements. Our responsibility is to express
an opinion on the District’'s compliance with the specified requirements based on our examination.

Our examination was conducted in accordance with attestation standards established by the AICPA.
Those standards require that we plan and perform the examination to obtain reasonable assurance about
whether the District complied, in all material respects, with the specified requirements referenced above.
An examination involves performing procedures to obtain evidence about whether the District complied
with the specified requirements. The nature, timing, and extent of the procedures selected depend on our
judgment, including an assessment of the risks of material noncompliance, whether due to fraud or error.
We believe that the evidence we obtained is sufficient and appropriate to provide a reasonable basis for
our opinion.

We are required to be independent and to meet our other ethical responsibilities in accordance with
relevant ethical requirements relating to the engagement.

Our examination does not provide a legal determination on the District's compliance with the specified
requirements.

In our opinion, the District complied, in all material respects, with the specified requirements during the
period October 1, 2024 to September 30, 2025.

This report is intended solely for the information and use of the Florida Auditor General, the District and
applicable management and is not intended to be, and should not be, used by anyone other than these
specified parties.

PSy VS LLP

Fort Lauderdale, Florida
April 13, 2026
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