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Report of Independent Auditors

The Board of Directors
Ochsner LSU Health System of North Louisiana

Opinion

We have audited the consolidated financial statements of Ochsner LSU Health System of North
Louisiana (the Company), which comprise the consolidated balance sheets as of June 30, 2026 and
2025, and the related consolidated statements of operations and changes in net assets and cash flows
for the years then ended, and the related notes (collectively referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company at June 30, 2026 and 2025, and the results of its operations, changes
in its net assets, and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). 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 Company and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

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 of 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 Company’s ability to
continue as a going concern for one year after the date that the financial statements are issued.
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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 of material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. 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 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.

In performing an audit in accordance with GAAS, we:

• 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.

• 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 Company’s internal control. Accordingly, no such opinion
is expressed.

• 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.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Company’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.


October 6, 2026
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Ochsner LSU Health System of North Louisiana

Consolidated Balance Sheets
(In Thousands)

June 30
2026 2025

Assets
Current assets:

Cash and cash equivalents $ 391,822 $ 286,679
Patient accounts receivable 96,103 86,816
Other receivables 38,703 32,249
Inventory 17,239 19,575
Other current assets 15,820 10,418

Total current assets 559,687 435,737

Assets limited as to use:
By Board for capital improvements and other 229,028 196,499

Total assets limited as to use 229,028 196,499

Long-term assets:
Property and equipment, net 136,072 137,665
Investments in unconsolidated affiliates 2,733 2,171
Right-of-use assets from operating leases 130,201 171,809
Goodwill 7,287 7,287
Other assets 6,677 7,602

Total long-term assets 282,970 326,534
Total assets $ 1,071,685 $ 958,770

Liabilities and net assets
Current liabilities:

Accounts payable and accrued expenses $ 33,802 $ 34,861
Accrued compensation and benefits 34,090 30,443
Other current liabilities 63,095 58,812
Operating lease liabilities – current portion 47,640 47,118
Due to related parties 73,558 58,906

Total current liabilities 252,185 230,140

Long-term liabilities:
Debt and bonds payable 323,429 323,117
Operating lease liabilities, net of current portion 84,223 126,188
Other long-term liabilities 3,771 3,823

Total liabilities 663,608 683,268

Net assets without donor restrictions 406,120 273,014
Net assets with donor restrictions 1,957 2,488
Total net assets 408,077 275,502

Total liabilities and net assets $ 1,071,685 $ 958,770

See accompanying notes.
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Ochsner LSU Health System of North Louisiana

Consolidated Statements of Operations and Changes in Net Assets
(In Thousands)

Year Ended June 30
2026 2025

Operating revenues:
Patient service revenues $ 1,317,170 $ 1,149,344
Other operating revenues 101,134 84,862

Total operating revenues 1,418,304 1,234,206

Operating expenses:
Salaries and wages 324,403 316,918
Employee benefits 54,987 46,991
Medical supplies and services 343,504 296,463
Professional fees 287,415 286,012
Lease and rental expense 69,574 67,756
Interest 8,490 8,685
Depreciation 26,055 28,894
Other operating expenses 204,120 165,219

Total operating expenses 1,318,548 1,216,938

Income from operations 99,756 17,268

Nonoperating gains:
Interest income and realized gains on investments, net 13,080 20,032
Unrealized gains on investments and other, net 19,391 7,272

Total nonoperating gains 32,471 27,304

Change in net assets without donor restrictions:
Excess of revenues over expenses 132,227 44,572
Other changes in net assets without donor restrictions 879 2,812

Increase in net assets without donor restrictions 133,106 47,384

Changes in net assets with donor restrictions:
Contributions 348 300
Other changes in net assets with donor restrictions (879) (2,842)

Decrease in net assets with donor restrictions (531) (2,542)

Increase in net assets 132,575 44,842
Net assets at beginning of year 275,502 230,660
Net assets at end of year $ 408,077 $ 275,502

See accompanying notes.
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Ochsner LSU Health System of North Louisiana

Consolidated Statements of Cash Flows
(In Thousands)

Year Ended June 30
2026 2025

Operating activities
Change in net assets $ 132,575 $ 44,842
Adjustments to reconcile change in net assets to net cash provided by

operating activities:
Depreciation 26,055 28,894
Net realized and unrealized gains on investments (27,102) (16,727)
Other, net (48) 1,269
Changes in operating assets and liabilities:

Patient accounts receivable (9,287) 557
Other current and noncurrent assets (8,595) 8,910
Accounts payable and accrued expenses (1,427) 1,981
Other current and noncurrent liabilities 7,709 (9,742)
Due to related parties 14,652 (26,929)

Net cash provided by operating activities 134,532 33,055

Investing activities
Purchases of assets whose use is limited (57,077) (59,241)
Sales of assets whose use is limited 47,413 58,875
Purchases of property and equipment (23,929) (19,498)
Net cash used in investing activities (33,593) (19,864)

Financing activities
Payments of bonds payable and long-term debt – (2,791)
Other (34) (260)
Net cash used in financing activities (34) (3,051)

Net increase in cash, cash equivalents, and restricted cash 100,905 10,140
Cash, cash equivalents, and restricted cash at beginning of year 292,731 282,591
Cash, cash equivalents, and restricted cash at end of year $ 393,636 $ 292,731

Supplemental disclosure of cash flow information:
Cash paid for interest (net of amounts capitalized) $ 8,178 $ 8,376

Supplemental noncash investing and financing activities:
Property purchases included in accounts payable $ 687 $ 115

See accompanying notes.
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Ochsner LSU Health System of North Louisiana

Notes to Consolidated Financial Statements

June 30, 2026

1. Summary of Significant Accounting Policies

Organization

Ochsner LSU Health System of North Louisiana (OLHS-NL) was organized in August 2018 for
the purpose of, among other things, operating certain hospitals located in Shreveport and Monroe,
Louisiana, through one or more of OLHS-NL’s subsidiary entities (i.e., University Health
Shreveport, L.L.C. d/b/a Ochsner LSU Health Shreveport; BRFHH Monroe, L.L.C. d/b/a Ochsner
LSU Health Monroe; and Ochsner LSU Health Shreveport-St. Mary Medical Center, L.L.C.
(collectively, Hospitals)). This arrangement is part of a public/private partnership between OLHS-
NL, the State of Louisiana, and Louisiana State University and Agricultural and Mechanical
College (LSU) (collectively, the Parties). Pursuant to the Cooperative Endeavor Agreement (CEA)
entered into among the Parties, the purpose of the public/private partnership is for OLHS-NL to
operate the Hospitals in a manner that promotes, enhances, supports, and is consistent with the
State of Louisiana’s and LSU’s historical commitment to providing high-quality safety net services
to the State of Louisiana’s most vulnerable populations. OLHS-NL is a private, nonprofit
corporation under Louisiana law. OLHS-NL’s bylaws grant LSU and Ochsner Clinic Foundation
(Ochsner) the right to appoint an equal number of members to the OLHS-NL Board of Directors.
Given their representation on the board, the transactions described below that are between OLHS-
NL and LSU or Ochsner or its subsidiaries are considered related-party transactions.

Effective October 1, 2018, the membership interest in BRF Hospital Holdings d/b/a Ochsner LSU
Hospitals (BRFHH), which is the sole member of the three Hospitals (BRFHH and the Hospitals
are collectively referred to as OLH Subsidiary Entities), was transferred to OLHS-NL pursuant to
a Membership Interest Transfer Agreement between OLHS-NL and Biomedical Research
Foundation of Northwest Louisiana (BRF). As part of the private/public partnership, an Academic
and Clinical Collaboration Agreement between LSU and OLHS-NL was executed to, among other
things, integrate the clinical activity and align the missions of the Hospitals and the Louisiana State
University – Shreveport Faculty Group Practice for the benefit of the collaborative service area.
Effective October 1, 2018, the Louisiana State University – Shreveport Faculty Group Practice,
now d/b/a Ochsner LSU Physician Group (OLPG), amended its governance documents to make
OLHS-NL its sole member.

Basis of Presentation and Principles of Consolidation

The consolidated financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (U.S. GAAP). The consolidated financial
statements include the accounts of OLHS-NL and its wholly owned subsidiaries. All intercompany
accounts and transactions have been eliminated upon consolidation.
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1. Summary of Significant Accounting Policies (continued)

Nature of Operations

Effective October 1, 2018, OLHS-NL entered into the CEA with LSU and the State of Louisiana.
In accordance with the terms of the CEA, OLHS-NL assumed responsibility for the management
and operation of the Hospitals and associated outpatient clinics in North Louisiana. The CEA has
an initial term of ten years and shall automatically renew for two successive five-year terms for a
total term of 20 years.

OLHS-NL and the OLH Subsidiary Entities also entered into a Professional Services Agreement
(PSA) with OLPG effective October 1, 2018, whereby OLPG agrees to supply LSU physicians
and nonphysician practitioners to provide professional medical and administrative services to the
Hospitals. The term of the PSA is for ten years and shall automatically renew for two successive
five-year terms. In accordance with the terms of the PSA, OLHS-NL recorded expenses and OLPG
recorded equal amounts of revenue for professional medical services for the years ended June 30,
2026 and 2025. These intercompany transactions eliminate in the consolidated financial statements
of OLHS-NL.

To secure the services of, as well as the right to bill and collect for the LSU physicians and
nonphysician practitioners provided under the PSA and certain other agreements, OLHS-NL’s
subsidiary entity OLPG entered into a Faculty Services Agreement (FSA) with LSU effective
October 1, 2018. Pursuant to the FSA, LSU (i) makes certain of its physicians and nonphysician
practitioners available to OLPG for the provision of services under the PSA and certain other
agreements and (ii) assigns these physicians and nonphysician practitioners’ rights to bill and
collect under the PSA and the other agreements to OLPG. In exchange for these services and the
right to bill and collect for them, OLPG pays LSU in accordance with an agreed-upon budget and
reconciliation process during the term of the FSA. The term of the FSA is for ten years and shall
automatically renew for two successive five-year terms. In accordance with the terms of the FSA,
OLPG recorded expenses of $147.1 million and $151.4 million as professional fees for the services
provided by LSU for the years ended June 30, 2026 and 2025, respectively.

The OLH Subsidiary Entities and LSU also entered into an Academic Affiliation Agreement
(AAA) effective October 1, 2018. Under the AAA, LSU makes its physicians and residents in
training available to the Hospitals. In turn, the Hospitals provide financial support to LSU. The
term of the AAA is for ten years and shall automatically renew for two successive five-year terms.
In accordance with the terms of the AAA, the Hospitals recorded expenses included in professional
fees of $93.4 million and $92.2 million for the physician services provided by LSU for the years
ended June 30, 2026 and 2025, respectively.
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1. Summary of Significant Accounting Policies (continued)

OLHS-NL, the OLH Subsidiary Entities, and LSU also entered into a Shared Services Agreement
(SSA) effective October 1, 2018. Under the terms of the SSA, OLHS-NL and the OLH Subsidiary
Entities provide various support services (e.g., laundry, medical records archives, landscaping,
maintenance, etc.) to LSU and LSU provides various support services (e.g., utilities, security,
auxiliary units, storage, etc.) to OLHS-NL and the OLH Subsidiary Entities. The term of the SSA
is for ten years and shall automatically renew for two successive five-year terms. In accordance
with the terms of the SSA, the Hospitals recorded expenses included in other operating expenses
and professional fees of $11.3 million for the various support services provided by LSU for the
years ended June 30, 2026 and 2025. The aggregate value of the services recorded as other
operating revenues for the years ended June 30, 2026 and 2025, under the SSA is $1.7 million and
$1.4 million, respectively.

BRFHH, of which OLHS-NL is the sole member, and the State of Louisiana also entered into a
Master Hospital Lease (Hospital Lease) effective October 1, 2018, pursuant to which BRFHH
leases the Ochsner LSU Health Shreveport and Ochsner LSU Health Monroe hospitals from the
State of Louisiana in exchange for rental payments. The Hospital Lease has an initial term of ten
years and shall automatically renew for two successive five-year terms for a total of 20 years. The
Hospital Lease requires the payment of an annual base rent of $49.3 million payable in two equal
installments. The base rent will be adjusted annually for changes in the consumer price index.
However, there will be no adjustments below the fixed minimum rent established at the initial
Hospital Lease date. Effective April 1, 2023, the Hospital Lease was amended to remove the
consumer price index adjustment clause from the original agreement. The rent expense for the
Hospital Lease was $49.3 million for both years ended June 30, 2026 and 2025.

OLHS-NL, the Hospitals, and OLH Operational Management Company (Manager), a subsidiary
of Ochsner, entered into a Manager Services Agreement (MSA) effective October 1, 2018. Under
the MSA, OLHS-NL and the Hospitals retained Manager for the purpose of providing certain
management services, billing and collection services, and administration support as needed for
efficient and cost-effective operation of the Hospitals consistent with the shared charitable mission
of the Parties. The initial term of the MSA is ten years and will automatically renew for two
successive five-year terms for a total of 20 years. In accordance with the terms of the MSA, the
Hospitals recorded expenses included in professional fees of $35.4 million and $31.5 million for
the services provided by Manager for the years ended June 30, 2026 and 2025, respectively.
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1. Summary of Significant Accounting Policies (continued)

OLHS-NL; OLPG; and Clinical Operational Management Company, L.L.C. (Administrator), a
subsidiary of Ochsner, entered into an Administrative Services Agreement (ASA) effective
October 1, 2018. Under the ASA, OLHS-NL and OLPG retained Administrator for the purpose of
providing certain management, administrative, and other nonclinical services and support to enable
OLPG to fulfill its obligations under various services agreement and improve faculty practice
operations consistent with and in support of the shared charitable mission of the Parties. The initial
term of the ASA is ten years and will automatically renew for two successive five-year terms for
a total of 20 years. In accordance with the terms of the ASA, the Hospitals recorded expenses
included in professional fees of $5.3 million and $5.1 million for the services provided by the
Administrator for the years ended June 30, 2026 and 2025, respectively.

Use of Estimates

The preparation of the consolidated 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 consolidated financial
statements. Estimates also affect 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 checking accounts and investments with a maturity of three
months or less when purchased, excluding amounts whose use is limited by board designation.

The following table provides a reconciliation of cash, cash equivalents, cash equivalents whose
use is limited by board designation, and restricted cash reported within the statements of financial
position that sum to the total of the same such amounts shown on the statements of cash flows for
the years ended June 30 (in thousands):

2026 2025

Cash and cash equivalents $ 391,822 $ 286,679
Assets limited as to use:

By Board for capital improvements and other 1,814 6,052
$ 393,636 $ 292,731
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1. Summary of Significant Accounting Policies (continued)

Inventories

Inventories consist primarily of drugs, medical supplies, and general supplies and are stated at the
lower of cost (using the first-in, first-out method) or net realizable value.

Investments

Investments held by OLHS-NL are included in assets limited as to use on the consolidated
balance sheets. Investments are classified as noncurrent assets, regardless of their maturity date
due to OLHS-NL’s primary intent not to utilize these assets to meet current obligations, capital, or
other cash flow needs, and the investments have exposure to asset classes with longer-term
investment time horizons. Substantially all of OLHS-NL’s investments are designated as other-
than-trading investments. Investments in equity securities and fixed income funds of the U.S.
government and government agencies with readily determinable fair values, and all investments
in debt securities are measured at fair value on the consolidated balance sheets. Investments also
include investments in private equity funds, hedge funds, real estate funds, offshore fund vehicles,
and funds of funds structured as limited liability corporations or partnerships or trusts. These
investments are termed alternative investments in the notes to the consolidated financial statements
and are accounted for under the equity method, which approximates fair value. These funds invest
in certain types of financial instruments, including, among others, futures and forward contracts,
options, and securities sold not yet purchased, intended to hedge against changes in the market
value of investments. These financial instruments, which involve varying degrees of risk, may
result in loss due to changes in the market (market risk).

Investment income or loss (including realized and unrealized gains and losses on investments,
interest, and dividends) is included in nonoperating income on the consolidated statements of
operations unless the income or loss is restricted by donor or law.

If management believes a decline in the value of a particular investment is temporary, the decline
is included in unrealized gains (losses) on investments, net on the consolidated statements of
operations.

If the decline is evaluated as being other than temporary, the carrying value of the investment is
written down and an impairment loss is recorded in nonoperating gains and losses on the
consolidated statements of operations. OLHS-NL did not record impairment losses on investment
securities for the years ended June 30, 2026 or 2025.
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1. Summary of Significant Accounting Policies (continued)

Assets Limited as to Use

Assets limited as to use primarily include designated assets set aside by the Board of Trustees
(the Board) primarily for future capital improvements over which the Board retains control and
may, at its discretion, subsequently use for other purposes.

Property and Equipment

Property improvements and additions are recorded at cost and capitalized and depreciated on the
straight-line basis over the estimated useful lives of the related assets, which range from 3 to 40
years. Equipment under finance lease obligations is depreciated using the straight-line method over
the shorter period of the lease term or the estimated useful life of the equipment.

When assets are retired or otherwise disposed, the costs and related accumulated depreciation are
removed from the accounts, and any resulting gains or losses are recognized by OLHS-NL for that
period.

Impairment of Long-Lived Assets and Long-Lived Assets to Be Disposed Of

OLHS-NL reviews long-lived assets for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to
be held and used is measured by a comparison of the carrying amount of an asset to future net cash
flows expected to be generated by the asset. If such assets are considered to be impaired, the
impairment to be recognized is measured by the amount by which the carrying amount of the assets
exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying
amount or fair value less costs to sell. No impairments have been recognized for the years ended
June 30, 2026 or 2025.

Income From Operations

The statement of operations and changes in net assets includes the line item entitled excess of
revenues over expenses, which represents OLHS-NL’s performance indicator, as well as income
from operations, which represents an intermediate measure of performance. Operating revenues
include, but are not limited to, patient revenues and payments from the State of Louisiana for the
uncompensated cost of care. Changes in net assets that are excluded from income from operations
include contributions and other nonoperating activities.
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1. Summary of Significant Accounting Policies (continued)

Patient Service Revenue

Patient service revenue is reported at the amount that reflects the consideration to which OLHS-
NL expects to be entitled for providing patient care. These are amounts due from patients, third-
party payors (including managed care payors and government programs), and others, and include
variable consideration for retroactive revenue adjustments due to settlement of reviews and audits.
Generally, OLHS-NL bills the patients and third-party payors after the services are performed or
shortly after discharge. Revenue is recognized as performance obligations are satisfied.

OLHS-NL determines performance obligations based on the nature of the services provided.
Revenue for performance obligations satisfied over time is recognized on actual charges incurred
in relation to total expected or actual charges. OLHS-NL believes this method provides a
reasonable depiction of the transfer of services over the term of the performance obligation based
on the inputs needed to satisfy the obligation. Those services satisfied over time relate to patients
receiving inpatient acute services and the performance obligation is measured by OLHS-NL from
admission into the hospital until the time that it is no longer required to provide services to the
patient, which is generally at the time of discharge. These services are considered a single
performance obligation and revenue is recognized when the services are provided and satisfy the
performance obligation. Management believes this method provides a depiction of the transfer of
services over the term of the performance obligation based on the inputs needed to satisfy the
obligation.

As the organization’s performance obligations relate to contracts with a duration of less than one
year, OLHS-NL has elected to apply the optional exemption provided in Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) 606-10-60-14(a) and,
therefore, is not required to disclose the aggregate amount of the transaction price allocated to
performance obligations that are unsatisfied or partially unsatisfied at the end of the reporting
period. The unsatisfied or partially unsatisfied performance obligations referred to above are
primarily related to inpatient services at the end of the reporting period. The performance
obligations for these contracts are generally completed when the patients are discharged, which
usually occurs within days or weeks of the end of the reporting period.

Under ASC 606, OLHS-NL does not adjust the promised amount of consideration from patients
and third-party payors for the effects of a significant financing component due to the expectation
that the period between the time of service is provided to the patient and the time that payment is
received from the patient or third-party payor will be one year or less.
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1. Summary of Significant Accounting Policies (continued)

OLHS-NL utilizes the portfolio approach practical expedient in ASC 606 for contracts related to
patient service revenue. These contracts are accounted for as a collective group within each
portfolio rather than individual contracts. The contracts are grouped based on the payment pattern
expected in each portfolio category and the similar nature and characteristics of the patients within
each portfolio. The portfolios consist of major payor classes for inpatient and outpatient revenue.
Based on historical analysis and collection trends, OLHS-NL concluded that revenue for a
portfolio would not be materially different if the accounting for revenue were performed on a
contract-by-contract basis.

OLHS-NL has agreements with third-party payors which provide for payments that vary from the
established rates of OLHS-NL. For uninsured patients who do not qualify for charity care, revenue
is recognized based on established rates, subject to certain discounts and implicit price concessions
according to OLHS-NL’s policy. The transaction price is determined by OLHS-NL based on
standard charges for services provided and reduced by explicit price concessions provided to third-
party payors, discounts provided to uninsured patients according to policy, and implicit price
concessions provided to uninsured patients. The explicit price concessions are based on contractual
agreements, discount policies, and historical experience. Implicit price concessions represent
differences between amounts billed and the estimated consideration OLHS-NL expects to receive
from patients, which are determined based on historical collection trends, current market
conditions, and other factors.

Medicaid Managed Care Incentive Payments

OLHS-NL participates in the Medicaid Managed Care Incentive Payment (MCIP) program, which
provides incentive payments for achieving quality metrics that increase access to healthcare,
improve the quality of care, and enhance the health of the members of the Managed Care
Organization. Included in other operating revenue, OLHS-NL recognized revenue in the years
ended June 30, 2026 and 2025, of $20.8 million and $18.8 million, respectively, under the MCIP
program. As of June 30, 2026 and 2025, OLHS-NL recorded $17.7 million and $9.0 million,
respectively, included in other receivables for this program.
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1. Summary of Significant Accounting Policies (continued)

Charity Care

OLHS-NL provides care to patients who meet certain criteria established under its charity care
policy without expected reimbursements or at reimbursement rates substantially lower than its
usual and customary charges. Charity care is not reported as patient service revenues because
OLHS-NL does not pursue collection of amounts determined to qualify as charity care. OLHS-NL
estimates its costs of care provided under its charity care programs by applying a ratio of direct
and indirect costs to charges to the gross forgone charges associated with providing care to charity
patients. OLHS-NL’s gross charity care charges include only services provided to patients who
are unable to pay and qualify under OLHS-NL’s charity care policies. The ratio of cost to charges
is calculated based on OLHS-NL’s total expenses divided by gross patient revenue. During the
years ended June 30, 2026 and 2025, the estimated costs incurred by OLHS-NL to provide care to
patients who met certain criteria under its charity care policy were $35.2 million and $42.0 million,
respectively.

Other Operating Revenue

Other operating revenue includes pharmacy revenue, Federal Emergency Management Agency
funds, Medicaid Managed Care Incentive Payments, physician contract services, affiliated services
revenue, and various miscellaneous sources of revenue.

OLHS-NL recognized $55.7 million and $45.5 million in fiscal years 2026 and 2025, respectively,
related to pharmacy revenue. Pharmacy revenue is primarily composed of revenue generated for
the operations of OLHS-NL’s retail pharmacy locations. Sales related to the dispensing of
prescription drugs to patients are the principal source of the revenue.

Estimated Workers’ Compensation, Professional and General Liability, and Employee
Health Claims

OLHS-NL is self-insured for workers’ compensation, professional and general liability, and
employee health claims. The provisions for estimated workers’ compensation, professional
liability, and employee health claims include estimates for the ultimate costs for both reported
claims and claims incurred but not reported. These estimates incorporate OLHS-NL’s past
experience, as well as other considerations, including the nature of claims, industry data, relevant
trends, and the use of actuarial information.
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1. Summary of Significant Accounting Policies (continued)

Contributions

Contributions received are recorded as with or without donor restrictions, depending on the
existence and nature of any donor restrictions. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported on the statements of operations
and changes in net assets as other changes in net assets without donor restrictions. As of June 30,
2026 and 2025, OLHS-NL had $2.0 million and $2.5 million in net assets with donor restrictions,
respectively.

Income Taxes

OLHS-NL qualifies as a tax-exempt organization as described in Section 501(c)(3) of the Internal
Revenue Code and, except for unrelated business income, is exempt from federal income taxes
pursuant to Section 501(a) of the Internal Revenue Code. Pursuant to Louisiana law, this
exemption also applies to Louisiana state income and franchise taxes. Management annually
reviews its tax positions and has determined that there are no material uncertain tax positions that
require recognition on the accompanying consolidated balance sheet.

Concentration of Credit Risk

OLHS-NL grants credit without collateral to its patients, most of whom are local residents and are
insured under third-party payor agreements.

Risks and Uncertainties

OLHS-NL’s business could be impacted by continuing price pressure on new and renewal
business, OLHS-NL’s ability to effectively control healthcare costs, additional competitors
entering OLHS-NL’s markets, and federal and state legislation in the area of healthcare reform.
Changes in these areas could adversely impact its operations in the future.



Ochsner LSU Health System of North Louisiana

Notes to Consolidated Financial Statements (continued)

2605-11403-CS 16

1. Summary of Significant Accounting Policies (continued)

Reclassifications

Certain prior year amounts have been reclassified to conform to the current year presentation. On
the consolidated statement of operations, there were certain amounts reclassified between other
operating expenses and medical supplies and services to conform to the current year presentation.
On the consolidated balance sheet, there were certain amounts reclassified between accounts
payable and accrued expenses and other current liabilities. These reclassifications had no impact
to the amounts reported as total assets, total liabilities, or net assets at June 30, 2025, and no impact
to the amounts reported as income from operations, excess of revenues over expenses, or increases
in net assets without donor restrictions for the year ended June 30, 2025.

2. Patient Service Revenue

A summary of the basis of payment arrangements with third-party payors follows.

Medicare and Medicaid

Inpatient acute care services related to Medicare program beneficiaries are 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. Medicare inpatient rehabilitation services are
also paid at prospectively determined rates per discharge, based on a patient classification system.
Psychiatric services rendered to Medicare beneficiaries are reimbursed on a prospectively
determined rate per day. Outpatient services to Medicare beneficiaries are paid on a prospectively
determined amount per procedure. Medicare skilled nursing care is paid on a prospectively
determined amount per diem based on a patient classification system. The Medicare program’s
share of indirect medical education costs is reimbursed based on a stipulated formula. The
Medicare program’s share of direct medical education costs is reimbursed based on a prospectively
determined amount per resident. Inpatient services rendered to Medicaid program beneficiaries are
paid at prospectively determined per diem rates. Outpatient services rendered to Medicaid program
beneficiaries are reimbursed either on a cost basis subject to certain limits or on a prospectively
determined amount per procedure.



Ochsner LSU Health System of North Louisiana

Notes to Consolidated Financial Statements (continued)

2605-11403-CS 17

2. Patient Service Revenue (continued)

Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation as well as significant regulatory action, and, in the normal course of business,
OLHS-NL is subject to contractual review and audits, including audits initiated by the Medicare
Recovery Audit Contract program. As a result, there is at least a reasonable possibility that
recorded estimates will change in the near term. OLHS-NL believes it is in compliance with
applicable laws and regulations governing the Medicare and Medicaid programs and that adequate
provisions have been made for any adjustments that may result from final settlements.

Provisions for third-party payor settlements and adjustments are estimated in the period related
services are provided and adjusted in future periods as additional information becomes available
and final settlements are determined. At June 30, 2026 and 2025, included in other receivables are
estimated receivables of $4.9 million and $0, respectively, and included in other current liabilities
are estimated payables of $10.2 million and $22.5 million, respectively, related to OLHS-NL’s
agreements with third-party payors (including Medicare and Medicaid). Revenues recognized
during the years ended June 30, 2026 and 2025, related to prior year changes in estimates were
$6.9 million and $16.8 million, respectively. Laws and regulations governing the Medicare and
Medicaid programs are complex and subject to interpretation. Consequently, there is at least a
reasonable possibility that recorded estimates could change by a material amount.

Medicaid Supplemental Payment Program

The CEA provides state funding commitments for Medicaid and indigent patient care in amounts
determined by the Louisiana Department of Health. The CEA enables the governmental entities to
increase support for the Uncompensated Care Cost (UCC) program for hospital services to the
Medicaid and uninsured populations, the Medicaid Upper Payment Limits (UPL) programs for
physician services to the Medicaid fee-for-service population, the Money Follows the Patient (MFP)
program for providing directed payments to hospitals reflecting a percentage increase on their base
Medicaid claims payments for hospital services to the Medicaid managed care population, and the Full
Medicaid Payment (FMP) program for physician services to the Medicaid managed care population.
Each State’s UCC, UPL, and Medicaid managed care methodologies must comply with its State plan
and be approved by the Centers for Medicare & Medicaid Services (CMS). Under the programs, federal
matching funds are not available for Medicaid payments that exceed a provider’s individual
entitlement. The Hospitals received $467.2 million and $314.4 million in CEA-related Medicaid
supplemental payments during the years ended June 30, 2026 and 2025, respectively. Revenue is
recognized based on a systematic method over the term of the agreement year to which it relates,
which ends with the State’s fiscal year-end of June 30 each year. During the years ended June 30,
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2. Patient Service Revenue (continued)

2026 and 2025, the Hospitals recognized $0 and $17.3 million, respectively, in UCC revenue,
which is included in patient service revenue. During each of the years ended June 30, 2026 and
2025, the Hospitals recognized approximately $5.0 million in FMP revenues, which are included
in patient service revenue related to the services provided under the CEA.

In 2022, the State of Louisiana initiated the MFP program, which allows the State to enter into the
contractual directed payment arrangements with Managed Care Organizations (MCOs), which
replaces the UCC and FMP programs that were in place in the prior fiscal year for the Hospitals.
Under the MFP program, the State directs the MCOs to pay uniform percentage increases on top
of providers’ inpatient and outpatient base claims payments. Within 12 months after the end of the
State fiscal year, the State will perform a reconciliation calculation for each hospital, which will
result in an additional payment or partial offset against the hospital’s interim payments for the
following State fiscal year. As a result, there is a possibility that recorded estimates will change by
a material amount. For the years ended June 30, 2026 and 2025, OLHS-NL recognized
$449.7 million and $298.5 million, respectively, in patient service revenue related to this program.
At June 30, 2026, OLHS-NL recorded $11.3 million of other receivables and $35.9 million of
deferred revenue included in other current liabilities related to this program. At June 30, 2025,
OLHS-NL recorded $17.5 million of other receivables and $29.7 million of deferred revenue
included in other current liabilities related to this program.

Managed Care

OLHS-NL has also entered into contractual arrangements with certain commercial insurance
carriers, health maintenance organizations, and preferred provider organizations. Inpatient and
outpatient services rendered to managed care subscribers are reimbursed at prospectively
determined rates per discharge, discounts from established charges, and prospectively determined
daily rates.
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2. Patient Service Revenue (continued)

The mix of net revenues from patients and third-party payors for the years ended June 30 was as
follows (in thousands):

2026 2025

Commercial and other $ 246,670 $ 241,021
Managed Medicare 198,223 172,721
Medicaid 703,353 592,932
Medicare 168,924 142,670
Patient service revenue $ 1,317,170 $ 1,149,344

3. Patient Accounts Receivable

At June 30, OLHS-NL’s patient accounts receivable balances were due from the following sources
(in thousands):

2026 2025

Commercial and other $ 38,360 $ 41,378
Managed Medicare 26,954 16,897
Medicaid 16,673 18,810
Medicare 14,116 9,731
Total patient accounts receivable $ 96,103 $ 86,816
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4. Liquidity and Availability

Financial assets available for general expenditure within one year of June 30 included the
following (in thousands):

2026 2025

Cash and cash equivalents $ 391,822 $ 286,679
Patient accounts receivable 96,103 86,816
Other receivables 38,703 32,249
Assets limited as to use by Board for capital improvements

and other 229,028 196,499
Less alternative investments subject to redemption

restrictions (18,068) (14,360)
$ 737,588 $ 587,883

OLHS-NL also maintains a $40.0 million credit line as discussed in Note 7.

5. Assets Limited as to Use and Related Fair Value Measurements and Disclosures

ASC 820, Fair Value Measurement, establishes a common definition for fair value to be applied
to U.S. GAAP requiring use of fair value, establishes a framework for measuring fair value, and
expands disclosures about such fair value measurements.

ASC 820 establishes a hierarchy for ranking the quality and reliability of the information used to
determine fair values. ASC 820 requires that assets and liabilities carried at fair value be classified
and disclosed in one of the following three categories:

Level 1 – Unadjusted quoted market prices in active markets for identical assets or liabilities.

Level 2 – Unadjusted quoted prices in active markets for similar assets or liabilities, unadjusted
quoted prices for identical or similar assets or liabilities in markets that are not active, or inputs
other than quoted prices that are observable for the asset or liability.

Level 3 – Unobservable inputs for the asset or liability.
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5. Assets Limited as to Use and Related Fair Value Measurements and Disclosures
(continued)

OLHS-NL endeavors to utilize the best available information in measuring fair value. Financial
assets and liabilities are classified based on the lowest level of input that is significant to the fair
value measurement. Transfers into and transfers out of the hierarchy levels are recognized as if
they had taken place at the end of the reporting period. There were no transfers between levels in
the years ended June 30, 2026 or 2025.

Assets and Liabilities Measured at Fair Value

Recurring Fair Value Measurements

The fair values of assets measured at estimated fair value on a recurring basis are estimated as
described in the preceding section. These estimated fair values and their corresponding fair value
hierarchy in accordance with ASC 820 are summarized as follows (in thousands):

Fair Value Measurements at Reporting Date Using
Quoted Prices in
Active Markets

for Identical
Assets and
Liabilities
(Level 1)(a)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Total
Estimated
Fair Value

June 30, 2026
Cash and cash equivalents $ 381,961 $ – $ – $ 381,961
Fixed income investments 55,387 – – 55,387
Marketable equity securities 100,945 – – 100,945
Total $ 538,293 $ – $ – $ 538,293

June 30, 2025
Cash and cash equivalents $ 250,907 $ – $ – $ 250,907
Fixed income investments 45,279 – – 45,279
Marketable equity securities 94,939 – – 94,939
Total $ 391,125 $ – $ – $ 391,125

(a) Valuation of these securities classified as Level 1 is based on unadjusted quoted prices in active markets
that are readily and regularly available. Investments classified as Level 1 include mutual funds that are
publicly traded.
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5. Assets Limited as to Use and Related Fair Value Measurements and Disclosures
(continued)

Money market mutual funds and repurchase agreements that are included in cash and cash
equivalents on the consolidated balance sheets are included in cash and cash equivalents in the fair
value tables. As of June 30, 2026 and 2025, OLHS-NL had $380.1 million and $244.8 million,
respectively, in money market mutual funds and repurchase agreements classified as cash and cash
equivalents.

Alternative investments and other investments of approximately $70.9 million and $50.2 million
at June 30, 2026 and 2025, respectively, are not included in these tables since they are accounted
for using the equity method of accounting and not measured at fair value.

Investment income and other gains and losses are classified as nonoperating and comprise interest
and dividend income net of investment fees of approximately $10.7 million and $9.7 million, and
realized net gains on sales of securities of approximately $8.8 million and $10.3 million for 2026
and 2025, respectively. Unrealized gains on alternative investments were approximately
$10.1 million and $4.1 million in 2026 and 2025, respectively. Unrealized gains on investments
other than alternative investments were approximately $9.3 million and $3.2 million in 2026 and
2025, respectively.

6. Property and Equipment, Net

OLHS-NL’s investment in property at June 30 is as follows (in thousands):

2026 2025

Land $ 2,489 $ 2,032
Buildings and leasehold improvements 153,682 139,332
Equipment, furniture, and fixtures 142,590 136,152
Construction-in-progress 14,200 13,256
Total property – at cost 312,961 290,772
Less accumulated depreciation 176,889 153,107
Property and equipment, net $ 136,072 $ 137,665
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7. Line of Credit

OLHS-NL has a $40.0 million line of credit outstanding with a financial institution. This line of
credit is secured by the accounts receivable of OLHS-NL and bears interest from the date advanced
until repaid at the Term SOFR (Secured Overnight Financing Rate), plus the applicable margin.
Interest on the loan is paid in arrears on each interest payment date. At June 30, 2026 and 2025,
there were no amounts outstanding on the line of credit. This line of credit matured on
November 11, 2025, and was extended to a new maturity date of December 31, 2025. Effective
December 1, 2025, this line of credit was renewed and extended with a new maturity date of
December 1, 2027.

8. Bonds Payable

Bonds payable consist of the following taxable bonds issued by OLHS-NL in July 2021. These
taxable bonds bear interest at an annual rate of 2.51% and have a maturity date of May 15, 2031,
with interest payable in May and November each year (in thousands).

2026 2025

Series 2021 taxable bonds $ 325,000 $ 325,000
Less deferred financing costs 1,571 1,883
Total bonds payable $ 323,429 $ 323,117

All of the bonds included in the table above are general obligations of OLHS-NL. The security
includes a mortgage of certain property and pledged gross receivables.

The bond indenture also places limits on the incurrence of additional borrowings by OLHS-NL
and requires that it satisfy certain measures of financial performance as long as the bonds are
outstanding. OLHS-NL was in compliance with these requirements at June 30, 2026 and 2025.
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9. Leases

OLHS-NL leases property and equipment under finance and operating leases. For leases with
terms greater than 12 months, OLHS-NL records the related assets and obligations at the present
value of lease payments over the term. Many of OLHS-NL’s leases include rental escalation
clauses and renewal options that are factored into the determination of lease payments, when
appropriate. OLHS-NL elected the practical expedient to use the risk-free interest rate to discount
the lease payments for equipment leases when leases do not provide a readily determinable implicit
interest rate. OLHS-NL uses its incremental borrowing rate to discount lease payments for real
estate leases when leases do not provide a readily determinable implicit interest rate.

The following table presents OLHS-NL’s lease-related assets and liabilities (in thousands):

June 30
Balance Sheet Classification 2026 2025

Assets:
Operating leases Right-of-use asset from operating leases $ 130,201 $ 171,809
Financing leases Property and equipment, net 160 142

Total lease assets $ 130,361 $ 171,951

Liabilities:
Current:

Operating leases Due to related parties $ 24,646 $ 24,646
Operating leases Operating lease liabilities – current portion 47,640 47,118
Financing leases Other current liabilities 48 43

Noncurrent:
Operating leases Operating lease liabilities, net of current portion 84,223 126,188
Financing leases Other long-term liabilities 50 102

Total lease liabilities $ 156,607 $ 198,097

Weighted average operating leases remaining lease term 5 years 5 years
Weighted average finance leases remaining lease term 2 years 3 years
Weighted average operating lease discount rate 2.77% 2.68%
Weighted average finance lease discount rate 4.04% 4.04%
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9. Leases (continued)

The table below summarizes the components of lease cost by lease type for the years ended June 30
(in thousands):

Lease Costs

2026 2025

Operating lease cost $ 48,835 $ 51,741
Variable lease cost 19,239 14,198
Short-term lease cost 1,500 1,817

Amortization of finance lease assets 47 255
Interest on lease liabilities 5 8

Maturities of Lease Liabilities

The following schedule summarizes OLHS-NL’s future annual minimum rental commitments on
outstanding leases as of June 30, 2026 (in thousands):

Lease Obligations
Finance Operating

2027 $ 51 $ 73,813
2028 51 48,323
2029 – 15,572
2030 – 4,116
2031 – 3,491
Thereafter – 21,344
Total minimum lease payments 102 166,659
Less amounts representing interest 4 10,150
Less current maturities 48 72,286
Lease obligations – noncurrent $ 50 $ 84,223
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9. Leases (continued)

Supplemental cash flow information related to leases is as follows:

Cash paid for amounts included in the measurement of operating lease liabilities was
$49.7 million and $51.7 million in operating cash outflows for operating leases for the years
ended June 30, 2026 and 2025, respectively.

Right-of-use assets obtained in exchange for lease obligations were $1.9 million and
$3.7 million in operating leases for the years ended June 30, 2026 and 2025, respectively.

10. Functional Expenses

OLHS-NL provides general healthcare services primarily to residents within its geographic area
(in thousands).

Functional Expenses for the
Year Ended June 30, 2026

Healthcare
Services

General and
Administrative Total

Salaries and wages $ 293,420 $ 30,983 $ 324,403
Employee benefits 50,528 4,459 54,987
Medical supplies and services 343,454 50 343,504
Professional fees 279,346 8,069 287,415
Leases 68,296 1,278 69,574
Depreciation 26,055 – 26,055
Other operating expenses and interest 177,476 35,134 212,610

$ 1,238,575 $ 79,973 $ 1,318,548
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10. Functional Expenses (continued)

Functional Expenses for the
Year Ended June 30, 2025

Healthcare
Services

General and
Administrative Total

Salaries and wages $ 284,122 $ 32,796 $ 316,918
Employee benefits 39,903 7,088 46,991
Medical supplies and services 296,196 267 296,463
Professional fees 281,254 4,758 286,012
Leases 65,091 2,665 67,756
Depreciation 28,894 – 28,894
Other operating expenses and interest 133,198 40,706 173,904

$ 1,128,658 $ 88,280 $ 1,216,938

11. Related-Party Transactions

Certain members of the OLHS-NL Board of Directors and senior staff are affiliated with
organizations that may provide services to OLHS-NL and its affiliates. OLHS-NL has a policy
and procedures for identifying potential conflicts of interest and for periodically obtaining
documentation and independent reviews of its insurance program, maintaining banking
relationships with multiple financial institutions, and obtaining formal bids on all significant
purchases to ensure that all transactions with related parties are at fair market value.

At June 30, 2026, OLHS-NL owed Ochsner and LSU $5.9 million and $67.6 million, respectively,
for services provided to OLHS-NL. During the year ending June 30, 2026, OLHS-NL recorded a
$22.0 million donation to LSU which was included in other operating expenses on Consolidated
Statement of Operations. At June 30, 2025, OLHS-NL owed Ochsner and LSU $3.7 million and
$55.2 million, respectively, for services provided to OLHS-NL. These amounts are presented on
the consolidated balance sheets as due to related parties.

12. Insurance Programs

Professional liability claims are limited by Louisiana statute to $500,000 per occurrence, the first
$100,000 of which is payable by the healthcare provider and the remainder of which is payable by
the Patient’s Compensations Fund (the Fund) for participants in the Fund.
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12. Insurance Programs (continued)

OLHS-NL is self-insured for group health insurance and pays all claims up to $400,000 per person.
A stop loss policy pays claims in excess of this amount. OLHS-NL is also self-insured for workers’
compensation liability up to the deductible of its excess workers’ compensation policy of $150,000
per claim.

OLHS-NL has reflected its estimate of the ultimate liability for known and incurred but not
reported claims in the accompanying consolidated financial statements.

13. Retirement Plans

OLHS-NL has a defined contribution plan under Internal Revenue Code Section 401(k) that covers
substantially all full-time employees who are over the age of 21 and who have met eligibility
requirements. Discretionary contributions by the Hospitals include matching contributions to the
employee 401(k) plan up to certain limits of compensation. Total employer contributions were
$12.5 million and $11.6 million for the years ended June 30, 2026 and 2025, respectively.

14. Commitments and Contingencies

OLHS-NL is involved in various legal actions and claims which arose as a result of events that
occurred in the normal course of operations. The ultimate resolution of these matters is not
ascertainable at this time; however, management is of the opinion that any liability or loss in excess
of insurance coverage resulting from such litigation will not have a material effect upon the
consolidated financial position of OLHS-NL.

The healthcare industry as a whole is subject to numerous complex laws and regulations of federal,
state, and local governments. Compliance with these laws and regulations can be subject to future
government review and interpretation as well as regulatory actions unknown or unasserted at this
time. Such compliance with laws and regulations in the healthcare industry has come under
increased government scrutiny. OLHS-NL is party to various legal proceedings and potential
claims arising in the ordinary course of its business. Management of OLHS-NL believes the
reserves it has established for these issues are adequate and does not believe, based on current facts
and circumstances and after review with counsel, that these matters will have a material adverse
effect on its consolidated statements of financial position or results of operations.

15. Subsequent Events

Management has evaluated subsequent events through the date that the accompanying
consolidated financial statements were issued, October 6, 2026.
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Report of Independent Auditors on Supplementary Information

The Board of Directors
Ochsner LSU Health System of North Louisiana

Our audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The accompanying Schedule of Compensation Information as required under Louisiana
Revised Statute 24:513A(1)(a)(3) is presented for purposes of additional analysis 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 audits 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 information is fairly stated, in all material respects, in
relation to the financial statements as a whole.


October 6, 2026
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Ochsner LSU Health System of North Louisiana

Schedule of Compensation Information

Year Ended June 30, 2026

Chief Executive Officer:
David Callecod – July 1, 2025 – June 30, 2026

None of the Chief Executive Officer’s compensation is paid from public funds received by
Ochsner LSU Health System of North Louisiana.
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