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Upshur County TPA Questionnaire and Fees

—- RFP SUPPLIER RESPONSE TEMPLATE

:12019-1001

SECT|ON 1; GENERAL QUESTIONNAIRE (To be cnswered by all Proposers)
DOSEHBE!Vour QIahiZ GO NI °

S| ADMINISTRATIVE SERVICES ONLY (ASO) FOR MEDICAL, DENTAL, PPC NETWORK and COBRAIHIPPA SERVICES

Business Name: -

e, )

Contact Address:

Contact Person:

Contact Phone #&

Contact Emall:

Year Founded:

FurhsE Organizalon; Dsscn‘pﬂon s

A

Where Is your company headguarters located?

HeatthFlrst. s hecdqﬁcrtered Iry: TYl.er,
deepbwarklng relaﬂonshlp.wlth counn( arh

Texas. The & 'umv of Upshur.hos

hIl

Qs.an: exrensive knowledge of fhe qh cnd speclal needs of, the multip!e depcn‘ments
Ithirfiany, publicisactor. and’ Tonprofif: cllen .
, schocnl dismcts dnd: nonproﬂr cgencles we:haverd; eloped ardeiep” undersfclndlng ‘ofihe’ speclahzed.needs -and requlremenis of goverhmentql o

) 'crlen 5 and strivet bcﬂance o ectciIons of excellent benefits ané storner, setvics:

helplng.

ase provide your most recent published financlal statement and/or Best Insurance
wrng. (Plaase provide financlal size category.)

Wil there be an Individuat account manager dedlcated to Upshur County, and if 5o,
where will he/she be located? Plecse provide blographles of each individual.

Tﬂ? CounTy,‘of. Upshuntec ;
expers ¢ medicctl mcncrgemenf

g n&! Ty _r

Upshur County requlires the right to approve any correspondence sent to our employees.
Do you cgree to the prior approval agreement?

P RPN

mlzed pleces. reTquesfed’

red.wlth.fhelr emp!oyees

La

¥
!
¥
i
d
‘,e‘
i
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Upshur County TPA Questionnaire and Fees

Will any of your services be sub-contracted with cutside vendors? (f yes. please desciibe
the services and with whom you sub-contract - L.e. ABC Company for ID card printing.)

kY

Hecmh First; pas Iongsfcndlng warking relcﬂonshlps wllh marw vendor pcnners "Wawork wlrh these partners:o defermlne:thq best.matchforeach .
'S fopo fracted ipoftners forthe County, f:

peilel
Siian bosed Of,

Ic: ris. payment fo, cﬂ;oih &

clalms processing odm] ‘ sfrotlve

be’

I’OL.I’ISI

Upsh s

enroilmient meetings as well s future open enrollmenfs health falrs, cnd other speclal
requirements? - ' . . .

on . . . K "o - .

will you be wiling to have representafives dvaliable at Initicl employse educatidhal and”

How Iong has your organization been dolng business In the state of Texas?

Will ybur phone unit provide support Ito the Inltial and on-going future enrciiments by
answering mernbers” phone calls about benefits and networks, efc.

- " ' . v s

Provide threa Texas client references (preferably public sector cllents).

ReNIssct che,.ijy of Tyler <o

! !r_t_acrgr\ f.Hug‘u:n lgssoulce_s _w-*'*,:

(903),631-1.1001
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Upshur County TPA Questionnalre and Fees

O DED D Al &) O A obe arad b PA's and

30

P, anFAdmlnIsfraﬂoma TRl AR PR R A R Y

v y

b
‘1hB emlre cusfomer.sarvlce. clulms, accounfamanagemem and medlcc! monagement teams for the Counfy of,\Upshur.cre toccred c:'r our

; & samefiodr in our,buﬂdlng, “wecre able ootk closely T
qulrles and mlﬂgofe concems whill ensurlng woch, membemecelves exemplcry sen.'lce" AR ,‘}‘ s

“

Are custorner seivice functions and clalm payment performed in the same location? rogether to pmvlde redl) ﬂma responsegwfﬁ. il

-~ ™ i
» oo : cot dE e D el Bt

Contracter will provide COBRA acministration and the fee will be Included In the
submitted rate. Tha County will provide nofiflcation of termination to the Centractor who
will then be responsible for all other aspects of the process, Including but not limited to
the following: employee notification for medical, drug, dental, and vislon benefits;
cemﬁccﬁe of coverage for HIPAA compliance; billing and premium collection for
medical, drug and denta! benefits; maill Identiflcation cards and informational matericls -
to the subscriber home. '

Caontractor cgrees fo provide the County with the Summary of Benefits and Coverage
Nofices priorto open enroliment for the County to dishibute to employess.
- “ T Toe " L. . 1 4 . "

Cuslomer Sorvice

Contractor will develop, print. and distribute a customized. tlay language, Summary Plan-
Daocument (SPD) booklets to be made avallable In electronic format or be mailed to the

Yscriber’s home address at the time of initial enrollment and thereafter for new hires or
N ier new subscribers? SPD shall be reviewed and approved by the County. The SPD will
be developed and submltted to each subsciiber not later than April of each year unless
another date has been agreed upon by the County.

Eligiblfity M S Ry S R e e S A R e e
Can you accept enroliment, maintenance, and fermination data from the County e
onfine?

Is envoliment avallable with electronic data feed copabliities?

Page3o!8



Upshur County TPA Questicnnaire and Fees

Do ycu currently oi‘fer any hespital flered benefit arrangaments {Accountable Care
Crganizations or EPO)Y In the East Texas areq?

UTHET,is bulldlng a Cllnicollgnlntegrated Network. or.CIN. The: CIN [ }=} svsfe ot coordingtéd care thatls deslgned to reduce, medicol =
Jh o, opllmol ‘résults; By, focusing.on ‘patidnt engogemenf,hprevenﬂve care qnd col!abo;orlve carg-- -
CIN,wJII toke odvonfoge of 2

v '
‘

esrgned fo produce 1he Best, outcomes af.the: lowe overalllcosT
- ! L

r.ekpond. felvlg)
uccredlfed NICU opsn]ng QZ 'of. 2090, 25,exr X Al £l Y Cogn
Qcrosithe! se:vloe orea,zlncludlng indtie do nfown Tyler focl]ity, oi ’rhe‘cornpeﬁflve dlsc ‘unrs offered by he Acceslerecf Plcﬂn

Argyou anticlpating any material changss in néhwork size (fSr eithiar hospitdls or
providers) in the network area serving the County during the next 24 months?

Heolth I s‘stondo;d process for, noilfloo’rion Is to.send.a monthly emqll noﬂfying cill.groups:e of mc:’rerlc:l chc:nges.?o fhe ne:work, Addltlonol -

What is the Contracter’s stondard process and advance nofification timeframe to notify Bnllne el \}Ider directory,i§ u'?j'dufed“ monlhly “All chcngss are mode dffer the monlhly niatwork: boord advlsory commiﬁee meeﬂng..when chonges

the County and its subscribers of network changes? ore.formollv occepied., A .o - h . P : . . o
Describe the Contracter's fransition process for handling patients that are currently Heulthirshrecognizes the; Impoﬁonoe of care conﬂnulry t_We.work close:y wlfh our oliems ond {Helr ‘consuh‘or)'rs t_o Identlry onc! connechw]fh those,”
receiving care in a non-network haspital as well os those currently receiving outpatient  |Thembers.with origGing conditions, crreritlyis Tk providers or) iHShs 18
services at fime of coniract Implementations. adsguate caials gvallgble, 7. ", .

Pageaof 8



Upshur County TPA Questionnalre and Fees

"’j any parts of the Contactor's networks leased? ) :

iNo;.The:ADP network Is notleased as it was bulit:by UT Health EastTexas and HedlthFirst to serve ds g prepiletary.and exclusive reglonal. narrow 'g
competihve prfclng and'the abliityto mcﬂnfoln ahit relc:lonshl

retwork; The exciusiity cllows HaalhFlistde

excellentisenvice,: excepilonql cclre, ond $savings are; benems to 1ha client aRd thelr membe

Lo

with, networ pfovIders ensuring .

[f yes, identify owner of the nefwork and the gaogrophlé service oreq.

n/a

Is your designated network separate or o subset of your large network?

Clalms:Payment:Processing /ity i aes

» rv'gn b

Contractor will furnish Explanation of Benefit (ECB) pcymenf statements to subscribers
after.a claim has beén recelved and payment Issued or refected, A sample copy of ECB |!
is included.

' . 4 '

N iy o
S i e R

. =

Fof those claims that require additiondl Information before processing can continue, s a
notice sent fo the provider and/or subscriber advising them of thls fact?

Yes Heaithlrsf sends nollces 7
belng c:djudiccared Memb 5

R S S o o PR

'members ollke cdvlsing fhem when and whor addltlon_gl Informaﬂon Is’ needed prlor to I

T_he‘ E@B for.me

How much of a delay generates such notice?

s.are senf c:f |he rlma af: odjudlcc:ﬂ I

Dascribe the process for obtdining medical consultation needed for clalims payment
determinaticn.

ot qudlifications do the Contractor’s medical consuttani(s) possess?

How often do the Contractor's medical consuitant(s) meet to review clalms?

Please indicate your process for handling subrogation claims

cruims Certaln diognosﬂc codes Trigger Th
informations serit:tothe vent pcmner,;
obfcin recoverles due tothé!
| (AT .

Explain the curent procedure for identifylng and processing clalms for Coordination of
Benefits..

Ec:ch member wlth acovered: dependen
regcrding primary:and seconddiry.Insut

4 - —— Fe o

A . . v

[ qu red to complate an, updated COB fdrrn onnuallv during open enrollmenhto molntcin‘racords 3
dditicnallyACOB Is olso.fequested if o :dependentis.added duingithe'plan yecrvThe Information - ¢
provlded on 1hese forms I then'used: fo cosrdinate. puyments by: fhe respons[ble Insurance plan(s) The process can be custom?zed by cllenf {

- oy =l e
' ".; ' - Ll
R . .y

Describe the appedl process of a contested clalim.

Appeo S CHe' reviewed qnd responded To wlth '-,60 do.ys of recslpt If; HeolthFIrsf needs

uddlﬂonul Informoﬂcn from 1he plctn orvmemberror :ha oppecI

Page 5cof 8



Upshur County TPA Questionnalre and Fees

Does your claim system check for duplicate chdrges'?i IWh'c::_t'c.:ira the criteria used?,
1 I H | ]

Does your sys'rem check for bundﬂngl unbundllng of clalms? What are the ciitetla used‘?
i [

Plecse provlde a copv of your Stqndqrd Performcnce Gucrcntees.

Bilefly describe your case management and utilizatlon review functions, Provide an
astimate of savings assoclkated with these programs.

£ ean

ely;Unlque.

ik

mcy noT be ecsi fle ]

Describé the process and criteria for identifying subscribers in neéd of large €asé - ..
management, including those with large outpc:ﬂenf axpenses without having an Inpc:ﬂent
stay,

’ Thelprocess for.ldentlrylng an
necessorv and; revlew,cf,.

mcnogemenf nimembers lnvowe dcullyrrle_vlew‘of recert predetermlqarlons(medlcclly,
: m loyer or;rnember ofLo,ne

& A a4t -

. Does the. Com‘rcxctor hava a. nefwork of "Centers of Excellence ? Ifso. Describe how
facllifies are selected.

Define experlmentol freofment and the process for avc:luoﬂng new frec:fmants

What Is the policy on experlmental and cotaslroph!c procedures such as' orgcn or ﬂssue
transplants and new technclogles? &

< M
Describe the selection criteria or prior authorization process to gain access to the centers, |

Describé how casé management is provided for subscribers who access Centersdf
Excellence (l.e., are they hcndled In g unit sepcrote from other ccltclstropmc ccses)?

BEAKING:; Afrangemeflis .

Are checks Issued on the employer’s or carrer’s stock?

Do ycu requlre a minimum balance to be maintalned or can the County use a zero
|balance qccount?
IDICaids ki ¥

Are D cards customlzcbte?

c:rds canbe, cusiomi ad;fo the: C rifyis: speciﬂcoﬂon

Plei:!'se déscribe ID card distibution.

nplage include fﬁc’l_l!iﬂg, to

fdioe

L R

Pa.ge €of8



Upshur County TPA Questionnalre and Fees

Niirso.Li5: & PAlBn! ENGOgomontia = e it o1

(:) nurse advisory toll free number avallable? Is there any assoclated cost?

P}ovldé your definition of pc:ﬂenf éngagement? Explain how your levels of engc:gemen’r
are changing béhavior. What percen’r of your engagement cctivity is telephonic versus
mall based?

ndldofe for.case manogemenf by diognos
rovlde lnformcﬂon o' fhe ccrrlers

cld ms.‘wifh fwo, maln benem crec:

requested,iso that cafilers m&yimo

nurses and-cerilfledicase mcncgers.on.ihe rnedicc:l munagemenf staff personczlly.osslsﬁmernb'

pracadires, etc., to’ mcke surej’rhe cre recelvlng dhe Tight caie ot the dght; I‘c:clllry/p;ovlde:. JAmaember Idenﬂfled for: engugemenf recelves a,
T

e phpnlc cssessmanr c:nd cnswer cny.

4

Is your system set up to automatically pend stop loss claims, so an audit can be
performed prior 1o issuing the check? What s the fusnaround time for this to happen?

ot

Ploase describe the stop loss filing process that will be used for the County.

If pharmacy benefits are provided through a third-party, are you able to Integrate
medical and pharmacy cost data info ene comblned summary to provide to the stop
less carrier?

What Is the frequency of your Internal audits?

What Is the frequency of your external audits?

Page7of 8



Upshur County TPA Questlonnalre and Fees

Whopeh‘orms-externolraudlfs’} it

¢ l L et [ i

' t

Al ms for neiwo:k provIders are:0ften excluded I'rom audlt _s-iheir.contruds oﬁen sﬂpulcre.-

Would you be willing to pay for an oufside audit? | . ,

thofexceed $15.000 and Tore speclflccllyj‘

‘

- [rovisivad: procert obel Red acf:fdent;defcll

i témol;revlews to ensure ali.the proper ‘plaf cdmlnistrcﬁon,guld

provlders who qre unwllling 1o negoffct

btcined o siBre applies;, clc:lms pold ln,uccordance wlth blan benéfitsy, Al gt of network clalfris:
scounts are dlso.ssnt: for revlew. Extémal’ review ‘accurs once a
. 1

:
s:are followed (COBhasbeen, =

When are your monihly caaregaite reports retecied?

Wil the County have access to d reporting site with raw Medleal and RX claims data?

reporting oncIyst,,c:nd Jesslcc

Ye
Clcrk. Lfincxnf:.h::l.rnoelel analyst

Do you have a dedicated reporting department? If so, please provide names cnd tittes,”

We have a, dedlcated repon‘lng teamsy Teamzmembers incliud

i - e
LA WA RN "......T.,, - " ~

Susc:n Kohler, repo'rtlng cnalysf Alex Texaucary

[ oL

L S

i A e
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Medical & Denial Administration - Proposed TPA Fees

¢, -~ Administrafive Services _ PEPM T

Medical Administration S 18.00
Pre-Certification / UR S 2.70
Dental Administration $ 3.00
COBRA & HIPAA Administration $ 2.00

Total Administrative Costs (dependent upon wrap network
selection)

$31.70 - $37.70

Rate Guarantee

3 years

N/A, but HealthFirst will pay for
UMR run-out claims processing if

TPA Fee Abqtemanl Avculuble First Yeur

selecied as Coniractor

S]SO per hour

Cc:se Moncgemen’r

Plan Management Fee $1,000 per year
Cost Reduction and Savings Program 30% of savings
Subrogation Recovery 30% of recoveries
initial or Renewal Set up fees Included
Mliscellaneaous Printing Costs Included

Miscellaneous or any other fees not mentioned

$5/PEPM for non-preferred stop

loss carriers
Rx Consultant/Auditing Included
Population Health & Plan Performance. Analytics Included
Open Enrollment Support (Onsite) Included
Health Events ' Included
Custom ID Cards Inciuded
Ad Hoc Reporting Included
Dedicated Custorner Service Phone Number Included

X2 WrapiNetwork options

CHOOSE ONE OPTION

ADP wrapped with PHCS

ADP wrapped with Cigna




RFP Response
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Executive Summary

/"y HealthFirst appreciates the opportunity to respond to the Request for Proposal by the County
~ of Upshur to provide healthcare benefits administration services for its employee benefits
program.

HealthFirst is a third-party administrator (TPA) that provides a complete, seamless benefits
experience for plan sponsors, network providers, and plan participants. Designed to contain
the rapidly rising costs of healthcare, our solution also provides excellent coverage and
service. Highlights of our capabilities include:

* Complete TPA services (Eligibility, Enrollment, Claims, Billing, Cobra/HIPAA, Rx, Plan
Documents and SBCs, Subrogation).

* The ability to work with proprietary networks.

* In-house health management services (pre-certification, case management).

* Complete data reporting.

* Stellar customer service, including an 800-number customized for your group; an
online portal serving members, sponsor and providers.

Proposed Services

As the incumbent administrator, HealthFirst proposes a continuation of its customized
L solution. The enclosed RFP response outlines our services, including but not limited to these:

o * Customer Service {phone and online access).
¢ Claims processing, payment and adjudication.
* Provider relations {(build network, maintain fee schedule, reprice claims, manage
provider questions/customer service, out-of-network negotiations).
¢ Precertification and utilization management.
¢ Web portal for providers, members and group administrators.
¢ Reports (utilization, diagnosis, financial and others).

About HealthFirst

HealthFirst is a full-service third-party administrator based in Tyler, Texas. Since 1983, we
have created customized plans tailored to the needs of each employer. In 2018, we became a
part of the UT Health East Texas system, an alliance of Ardent Health Services and the
University of Texas Health Science Center. This unique partnership provides access to high-
quality medical care by hospitals and affiliated clinics, along with our partnership with other
narrow networks throughout the United States.

Our mission is to bring unmatched innovation and excellence to our health plan management
services. HealthFirst clients include hospitals and indigent care districts, city and county
governments, public school districts and private employers.




Additional Services

+* ADP Network Expansion

HealthFirst is in final negotiations to add several key providers to its proprietary
AccessDirect Platinum network. Expected to be available in the fourth quarter of 2019,
and to replace existing agreements with wrap networks in affected areas, the new
agreements are being negotiated with several providers that are among those most
utilized by County members, including:

* Longview Regional Medical Center

*  Diagnostic Clinic of Longview

* Texas Spine & Joint Facility

% Rx Savings Opportunities

HealthFirst works with many Pharmacy Benefit Managers, and has retained the services
of an outside Rx consultant to review contracts for its PBM partners and clients, at no
charge to clients. The consultant has recently assisted in re-negotiating a new contract
with one of our preferred PBM partners, MedTrak Rx, the current vendor for the County.
The contract has reduced some of the key costs associated with Rx spend, including
average wholesale price of drugs. Upon renewal, we wili analyze the existing and the new
contract using 2018-2019 data to determine the model that will produce the most cost
savings for the County in the new plan year.

¢ Indigent Care Administration

As a HealthFirst client, Upshur County is eligible for preferred pricing for our Indigent
Care administration program. Utilizing the IHS eligibility and claims paying system, and
HealthFirst’s experienced staff of claims processors and eligibility specialists, our services
can cut costs and increase efficiencies for public entities, particularly when using our
health management staff to perform pre-certification, potentially eliminating thousands
of dollars in healthcare spend by denying medically unnecessary procedures.

”HealthFirst has handled our health insurance'

program for more than 30 years. We have been very
pleased with the manner in which they ... pay our
claims, provide support to providers and members
alike, and provide analytical reports that allow us to
see exactly where our money is spent.”

-- Jenny McFadden, Andrews Center, Texas.



We make health plans our business...so you can concentrate on yours.
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Report of Independent Auditors

To the Board of Directors of
East Texas Medical Center
Regional Healthcare System

We have audited the accompanying consclidated financial statements of East Texas Medical Center
Regional Healthcare System and its subsidiaries, which comprise the consolidated balance sheets as of
October 31, 2017, 2016 and 2015, and the related consolidated statements of operations, changes in net
assets and cash flows for the years then ended.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the consclidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the Company's
preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company's internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the consolidated financial statements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated finanecial statements referred to above present fairly, in all material
respects, the financial position of East Texas Medical Center Regional Healthcare System and its
subsidiaries as of October 31, 2017, 2016 and 2015, and the results of their operations, their changes in net
assets and their cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

PricewaterhouseCoopers LLP, 2001 Ross Avenue, Suite 1800, Dallas, Texas 75201
T: (214) 999-1460, F: (214) 754-7991, www.pwc.com,/us



Emphasis of Matter

As discussed in Notes 2 and 20 to the consolidated financial statements, on March 1, 2018, the Company
completed the sale of a significant portion of its operations. The Company will settle its remaining
obligations, contribute all remaining assets to the East Texas Medical Center Foundation,.and

the Company will be dissolved. Our opinion is not modified with respect to this matter.

Bructanitirhnae) Cospera) LLP

Dallas, Texas
March 14, 2018



East Texas Medical Center Regional Healthcare System and Subsidiaries

Consolidated Balance Sheets
October 31, 2017, 2016 and 2015

{in thousands)

Assets
Current assets
Cash and cash equivalents
Marketable securities
Current portion of assets limited as to use
Accounts receivable
Patient, net
Supplemental Medicaid receivable
Other
Supplies
Estimated third party settlements
Prepaid expenses and other

Total current assets

Assets [imited as to use, net of current portion
Long-term investments

Property and equipment, net.

Other assets -

Total assets

Liabilities and Net Assets

Current liabilities
Accounts payable and accrued expenses
Current portion of notes and bonds payable
Current portion of capital lease obligations
Supplementzal Medicaid payable ‘
Current portion of estimated malpractice costs
Deferred revenue
Estimated third party setflements

Total current liabilities

Estimated malpractice costs, net of current portion
Notes and bonds payable, net of current portion
Capital lease obligations, net of current portion
Accrued pension
Cther liabilities

Total liabilities

Net assets
Unrestricted
Temporarily restricted
Permanently restricted

Total net assets
Total iabilities and net assets

2017 2016 2015
29,876 45855 $ 103,118
145,208 196,831 178,130
61,285 12,442 10,304
83,624 85,531 80,551
- 5,052 12,694
8,781 11,899 7,743
13,380 13,747 13,766
- 269 -
24,732 11,786 11,770
366,895 383,412 418,076
14,505 49,015 48,365
8029 7.916 7,558
307,124 378,750 396,173
6,979 7.735 6,954
703,532 826,837 $ 877,126
101,908 79,034 $ 77,461
304,437 7,619 11,707
5,315 8,519 10,613
7,499 - _
10,758 2,928 3,132
887 840 814
393 - 26
431,197 98,940 103,753
11,736 6,487 6,215
- 304,791 329,003
4,703 13,853 20,950
33,103 44,272 34,523
849 1,432 779
481,588 469,775 405,223
213,915 349,146 374,345
5,005 4,802 4,534
3,024 3,024 3,024
221.944 357,062 381,903
703,532 826837 $ 877.126

The accompanying notes are an integral part of these consolidated financial statements.

3



East Texas Medical Center Regional Healthcare System and Subsidiaries

Consolidated Statements of Operations
Years Ended October 31, 2017, 2016 and 2015

(in thousands)

‘Unrestricted revenue and other support
Patient service revenue (net of contractual
allowances and discounts)

Provisions for bad. debt

Net patient service revenue less provisions for bad debt

Other revenue

Total revenue and other support
Expenses
Salaries and wages
Employee benefits
Professional-fees
Supplies and other expenses
Purchased services
Depreciation and amortization
Held-for-sale impairment charge
Interest

" Total expenses

Loss from operatlons

Nonoperating losses:
Other than temporary impairment on n‘arketable securities
. Total nonoperating losses

Revenue and other support in deficit of expenses

Defined benefit pension adjustment
Unrealized gains (losses) on investmenis
Discontinued operations

Decrease in unrestricted net assets

The accompanying notes are an integral part of these consolidated financial statements.

4 .

2017 2016 2015

$ 948,563 973,758 932,223
(196,294) (189,698) (163.660)
752,269 784,060 768,563
109,170 130,695 100,947
861,439 914,755 869,510
424,461 415,029 390,897
98.789 92 554 87 414
63.447 57,536 45,750
237,877 229 450 211,026
67,773 70,035 67,560
39,693 51,787 52 344
58,748 o -
17,398 18,469 19,633
1,008,186 934,860 874,624
(146,747) (20,105) (5,114)
(1,820) : :
(1,820) - )
(148,567) (20,105) (5,114)
13,035 (5,308) (5,002)

301 214 (417)

_ i - (5.800)
$  (135,231) (25,199) (16,333)
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East Texas Medical Center Regional Healthcare System.and Subsidiaries

Consolidated Statements of Changes in Net Assets

Years Ended October 31, 2017, 2016 and 2015

(in thousands)

Unrestricted net assets

Revenue and other suppert in deficit of expenses
Defined benefit pension adjustment

Unrealized gains (losses) on investments
Discontinued operations

Decrease in unrestricted net assets
Temporarily restricted net assets
Contributions

Investment income
Net assefs released from restriction

Increase in temporarily restricted net assets
Changes in net assets

Net assets
Beginning of year

End of year

The accompanying notes are an integral part of these consolidated financial statements.
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2017 2016 2015

$ (148567) $  (20,105) §$ (5,114)
13,035 (5,308) (5,002)
301 214 (417)

. - (5,800)
(135,231) (25,199) (16,333)
491 339 336

939 236 169

' (1,317) (217) (212)

113 358 293
(135,118) (24,841) (16,040)
357,062 381,903 397,943

$ 221944 $ 357,062 $ 381,903

-



East Texas Medical Center Regional Healthcare System and Subsidiaries

Consolidated Statements of Cash Flows
Years Ended October 31, 2017, 2016 .and 2015

(in-thousands)

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash (used in) provided by operating activities
- Depreciation and amortization
Held-for-sale impairment charge
Settlement expense
Net redlized and unrealized (gains) losses on mvestments
Other than temporary impairment on marketable securities
Loss.{(gain) on disposal.of assets
Defined benefit pension adjustment
Restricted contributions
Restricted invesiment income
Changes in operating assets and liabilities
Patient accounts receivable
Cther account receivable
Supplies
Prepaid expenses and other
Accounts payable and accrued expenses
Deferred revenue ]
Estimated malpractice costs
Estimated third party settlements

Net cash (used in) provided by operating activities

Cash flows from investing activities

Capital expenditures

Proceeds from sale of fixed assets

Purchases of marketable securities

Proceeds from sale of marketable securities

Purchases of investments and assets whose use is limited
Proceeds from sale of investments and assels

whose use is imited

Net cash provided by (used in) investing activities

Cash flows from financing activities

Proceeds from issuance of notes and bonds payable
Principat payments on notes and bonds payable
Principal payments on capital lease obligations
Restricted contributions

Restricted investment income

Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents
Beginning of year
End of year
Supplemental disclosure of cash flow information

Interest paid, net of amounts capitalized
Assets acquired through oblidations under capital leases

Property and equipment purchases included in accounts payable

The accompanying notes are an integral part of these consolidated financial statements.
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2017 2016 2015
$ (135118) §$ (24,841) $ (16,040
39,693 51,787 52,344
58,748 - .
20,649 - -
(436) (330) 355
1,820 -
1,939 - (1,560)
(13,035) 5,308 5,002
(491) (339) (336)
(939) (236) (169)
1,907 (3,836) (1,200)
12,551 7,642 39,831
358 19 409
(9,828) (5,318) 1,977
2,895 84 (4,033)
47 26 (276)
13,079 68 880
662 (295) (2,674)
3,007 5,801 1,491
(2,491) 35,542 76,001
(30,005) (32,048) (24,280)
- - 2,000
(5,096) (179,010) (225,501)
55,143 160,548 46,956
(15,929) (6,234) (7,542)
1,483 3,088 6,549
5,596 (53,656) (201,818)
- 1,025 4,136
(8,160) (29,513) (20,764)
(12,354) (11,236) (12,348)
491 339 336
939 236 169
(19,084) (39,149) (28,471)
.(15,979) (57,263) (154,288)
45 855 103,118 257,408
$ 29876 $ 45855 $ 103,118
$ 17468 $ 18340 § 19,602
- 2,045 10,023

818 1,489

305

.
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East Texas Medical Center Regional Healthcare System and Subsidiaries
Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

1. Organization

East Texas Medical Center Regiona! Healthcare Systern (the “System” or the “Company”) is a
corporation organized pursuant to the provisions of the Texas Nonprofit Corporation Act, and is
exempt from federal income tax under the provisions of Section 501(c)(3) of the Intemnal Revenue
Code of 1986, as amended. The System operates as a central location for top management to
support and guide the activities of the System’s subsidiaries. The System’s subsidiaries are as
follows: '

» East Texas Medical Center ("ETMC")

s FEast Texas Medical Center Athens (“Athens”)

e East Texas Medical Center Carthage ("Carthage”)

e FEast Texas Medical Center Fairfield (*Fairfield™)

o East Texas Medical Center Foundation (*Foundation”)

¢ East Texas Medical Center Healthcare Associates ("501A")

e East Texas Medical Center Henderson (“Henderson™).

e East Texas Medical Center Home Services (“Home Services") ' -

» East Texas Medical Center Jacksonville (“Jacksonville”)

* East Texas Medical Center Pittsburg (“Pittsburg”)

o East Texas Medical Center Quitman (“Quitrinan”)

» East Texas Medical Center Regional Health Services, Inc. (“Services”) and Subsidiaries:
= Access Direct — A Preferred Provider Network, Inc. (“Access Direct”)
« Centralized Credentialing Services, Inc. (“Centralized Credentialing”)
s Healthfirst TPA, Inc. (“TPA")
= MM Solutions, Inc. (“MM Solutions”)
= Paramedics Plus LLC ("Paramedics Plus™)

+ East Texas Medical Center Rehabilitation Hospital (*Rehahb™

o East Texas Medical Center Specialty Hospital (“Specialty”)

o East Texas Medical Center Trinity (“Trinity”)

o East Texas Flight Ambulance (“Air One™)

s ETMC EMS ("EMS")

Each of the above entities is exempt from federal income tax under the provisions of
section 501(c)(3} of the Internal Revenue Code of 1986, as amended with the exception of
Services and its subsidiaries.

The System has locations throughout 9 East Texas counties. The System’s purpose is to provide
high quality healthcare services to the residents of the region.

During 2015, the System resolved to cease hospital operations at its Fairfield and Trinity locations
upon expiration of the leases for those facilities. The Fairfield lease terminated effective December
31, 2016. The Trinity lease terminated effective August 1, 2017.



East Texas Medical Center Regional Healthcare System and Subsndlarles
Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

During 2014, the System began evaluating the economic feasibility of operations at various
locations. Based on the assessment, the System resolved to cease hospital operations at its
Clarksville, Gilmer, Crockett, and Mount Vernon locations. ETMC Clarksville, ETMC Crockett,
ETMC Gilmer, and ETMC Mt. Vernon were subsidiaries, which operated these facilities. Each of
these subsidiaries ceased hospital operations and were dissolved as separate legal entities in
2015.

2. Summary of Significant Accounting Policies

Going Concern Assessment

Under the going concern assumption, an entity is ordinarily viewed as continuing in business for
the foreseeable future. Accordingly, assets and liabilities are recorded on the basis that the entity
will be able to realize its assets and discharge its liabilities in the normal course of business.

Due to noncompliance with our debt covenants existing as of the October 31, 2017 measurement
.date as further described in Note 11 - Notes, Bonds Payable and Obligations Under Capital
Leases, on March 1, 2018, our creditors had the ability to declare the principal amount then
outstanding under all existing bond issuances to be due and payable immediately. Amounts
outstanding under our existing bond issuances as of October 31, 2017 are therefore classified as
current liabilities. We do not have access to sufficient cash from éur operating sources to retire the
resulting debt obligations. i

As of October 31, 2017, the System had reached an agreement in principle with AHS East Texas
Health System, LLC to sell EMS, Access Direct, Centralized Credentialing, TPA, MM Solutions and
the assets and operations of each of the System's other subsidiaries as described within Note 1 -
Organization, with the exception of Paramedi¢s Plus and Foundation. The entities subject to the
sale represent a significant portion of our operations. Our ability to continue as a going concern is

- dependent on our ability to complete the sale and to use the proceeds to settle our outstanding '
.obligations then due under our existing bond issuances before they became due and payable on
March 1, 2018.

_ We completed the sale to AHS East Texas Health System, LLC on- March 1, 2018. Concurrent with
the closure of the sale, the System defeased the remaining principal then outstanding of the Series
2007A and Quitman bonds in the amount of $254.6 million. Additionally, in February 2018, the
System called and paid $33.0 million, representing all amounts cutstanding under the Pittsburg and
Henderson revenue bonds. '

Upon the execution of the sale on March 1, 2018, the System has been renamed ETX Successor
System ("ETX" or the “System” or the “Company”) and consists of the following remaining
'subsidiaries, as renamed:

e ETX Successor Tyler ("ETMC")

e ETX Successor Athens (“Athens”)

e ETX Successor Carthage (“Carthage”)

* System Foundation (*Foundation”)

s ETX Successor Healthcare Associates (“601A")

¢ ETX Successor Henderson (“Henderson™)

» ETX Successor Home Services (*Home Services”)
o ETX Succeésor Jacksonville ("Jacksonville")

.
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East Texas Medical Center Regional Healthcare System and Subsidiaries
Notes to Consolidated Financial Statements :
October 31, 2017, 2016 and 2015

e ETX Successor Pittsburg ("Pittsburg”)-

s ETX Successor Quitman (“Quitman”)

s ETX Successor Regional Health Services, Inc. (“Services”} and Subsidiary:
= Paramedics Plus LLC (“Paramedics Plus”)

¢ ETX Successor Rehabilitation Hospital (“Rehab”)

e ETX Successor Specialty Hospital (“Specialty”)
+ ETXFlight Ambulance ("Air One”)

Subsequent to the execution of the sale fo AHS East Texas Health System, LLC and the
settiement of all outstanding bond obligations, the System had available cash and cash equivalents
of $185.0 million on March 1, 2018.

On February 22, 2018, the System entered into an asset purchase agreement with Paramedics
Logistics Operating Company, LLC to sell the assets and operations of Paramedics Plus. The
agreement contains a March 31, 2018 closing date for the completion of the sale and transfer of
ownership.

Upon the completion of the sale of Paramedics Plus, the System will have no remaining revenue-
generating operations. The remaining assets of the System will consist primarily of cash,
marketable securities, asséts limited as to use, and long-term investments. The remaining
liabilities ‘and obligations of the System will consist primarily of balances refated to supplemental

Medicaid payables, estimated medical malpractice, professional and general liability costs,

liabilities related to settled litigation, accrued pension, and general operating expenses. These
events and conditions- are'significant in relation to the System’s ability to meet its obligations. Our

ability to continue as a going concern is dependent on our ability to use the remaining assets to

settle our remaining liabilities and obligations as well as to fund our future operating expenses.

The System purchased a loss portfolio transfer insurance policy on February 28, 2018 for $18.0
million, which provides insurance coverage for any medical malpractice, professional or general
liability claims incurred on or prior to February 28, 2018. Additionally, the Systém purchased
extended tail coverage insurance policies on February 28, 2018 for $3.3 million, extending its
coverage for other various insurable exposures. The combination of loss portfolio transfer
insurance and extended tail coverage insurance covers all existing or new claims which may be
brought against the System or its subsidiaries for events occurring prior to March 1, 2018, In
addition to the management pians.already executed as of March 14, 2018, the date the financial
statements were issued, we have plans to pay any amounts determined to be owed to the
Medicaid program related to fiscal years 2012 through 2016 upon completion of the customary
Medicaid audit and review procedures and to terminate the System’s three frozen pension plans
after purchasing annuities to provide monthly benefit payments to beneficiaries and pay any other
termination costs. As of October 31, 2017, the System has accrued balances for estimated
supplemental Medicaid payable and pension of $19,874,000 and $33,103,000, respectively. Actual
costs to resolve these remaining liabilities and obligations could differ from these estimates. All
remaining assets will be contributed to the Foundation which will transfer all funds to a charitable
trust with the objective of supporting the healthcare needs in the East Texas community. It is
anticipated that this process will take at least two years to complete. Upon the completion of this
plan, the System will be legally dissolved.

ASU 2014-15 Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern
requires that we evaluate whether there is substantial doubt about our ability to meet our financial



East Texas Medical Center Regional Healthcare System and Subsidiaries

Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

obligations when they become due during the twelve month period from the date these financial \j_)
statements are issued. Given that we do not have access to sufficient cash from our operating
sources to retire the résulting debt obligations and that after the completion of the sale.of
Paramedics Plus the System will have no remaining revenue-generating operations, we must then
evaluate whether our plans are probable of being executed in a manner sufficient to settle our
liabilities and obligations prior to those obligations becoming due and payable, and if executed, that
such plans are probable of mitigating the substantial doubt. We have performed such an evaluation
and, based on the successful execution of the sale on March 1, 2018 and settlement of the
System’s outstanding debt obligations in addition to the results of our assessment of our ability to
meet our obligations. that remain after the settlement of our debt as they come due, we believe it is
probable that our remaining plans will be effectively executed and that such execution mitigates the
relevant events and conditions that raise substantial doubt regarding our ability to continue as a
going concern within the twelve-month period from the date these financial statements are issued.

Principles of Consolidation :
The accompanying consolidated financial statements include the accounts of the System and its
wholly owned subsidiaries. All significant intercompany transactions have been eliminated.

Use of Estimates -

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America 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 and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents '\J
Cash and cash equivalents include investments in money market accounts with original maturities

of three months or less when purchased, excluding amounts whose use is limited by board

designation or restricted under bond agreements.

Marketable Securities

Marketable securities, which consist primarily of cash and cash equivalents, fixed income
securities, US government bonds, and money market funds, have been categorized as other-than-
trading and are stated at fair value. Marketable securities available for current operations are
classified-as current assets. For the purpose of determining gross realized gains and losses, which
are included in the consolidated statements of operations, the cost of marketable securities sold is
based upon specific identification. Unrealized gains and losses are included as a component of
other changes in unrestricted net assets until realized from a sale or other-than-temporary
impairment. Other-than-temporary impairment losses are recorded as non-operating losses in the
.consolidated statements of operations.

Assets Limited as to Use

Investments classified as assets limited as to use are presented in the financial statements at their
fair value. Fair values are based on quoted market prices, if available, or estimated using quoted
market prices for similar securities.

Realized and unrealized gains and losses on investments are determined by comparison of the
actual cost to the proceeds at the time of disposition, or market values as of the end of the financial
statement period.

Investment income or loss (including realized gains and losses on investments, interest and : )
dividends) is included in the determination of revenue and other support in deficit of expenses S
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East Texas Medical Center Regional Healthcare System and Subsidiaries
Notes to Consolidated Financial Statements
Octoher 31, 2017, 2016 and 2015

unless the income or loss is restricted by donor. Investment income restricted for specified
purposes by donor is recorded as temporarily restricted in the consolidated statéments of changes
in net assets. Unrealized gains and losses on investments are excluded from the determination of
revenue and other support in deficit of expenses unless the investments are trading securities,

Net Patient Service Revenue

Net patient service revenue is reported at the estimated net reallzable amounts from patients,
third-party payors, which includes third-party insurers, Medicare and Medicaid, and others for
services rendered, including estimated retroactive adjustments under reimbursement agreements
with third-party payors. Retroactive adjustments are accrued on an estimated basis in the period
the related services are rendered and adjusted in future periods, as final settlements are
determined. We believe the amounts recorded are adequate to provide for any final adjustments.
The System participates in the Medicare and Medicaid programs. Laws and regulations governing
these programs are complex and subject to interpretation. As a result, there is-at least a
reasonable possibility that recorded estimates will change by a material amount in the near future.
We believe that the System is in compliance with all applicable laws and regulations. Compliance
with such laws and regulations can be subject to future govérnment review and interpretation, as
well as significant regulatory action including fines, penalties, and exclusion from the Medicare and
Medicaid programs. Refer to Note 16 - Commitments and Contingencies for dlscussmn of ongoing
litigation relating to alleged noncompliance.

Other Revenue

Other revenue is recognized from services rendered for other than providing health care services to
patients. It consists primarily of revenue recognized by the for-profit subsidiaries. Also included in
other revenue are praceeds from cafeteria and gift shop sales. .

Charity Care

The System 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 System does not pursue
collection of amounts determined to qualify as charity care, they are not reported as revenue.

Supplies
Supplies inventory is valued at the lower of cost or market on a first-in, first-out basis.

Property and Equipment

Property and equipment acquisitions are recorded at cost. Maintenance and repairs are charged to
operations as incurred; major renewals and betterments are capitalized. Depreciation is provided
over the estimated useful life of each class of depreciable assets and is computed. using the
straight-line method.. Equipment under capital leases and-léasehold improvements are amortized
over the lease term or the estimated useful life of the equipment, whichever is shorter. Charges for
depreciation and amertization are included in the accompanying consclidated statements of
operations. The estimated useful lives of the property and equipment held by the System are as
follows:

Land improvements 10-20 Years
Buildings 2540 Years
Leasehold improvements 515 Years
Major movable equipment 5-15 Years
Equipment under capital leases 5 Years
Automobiles and trucks ‘ ' 4 Years

11



East Texas Medical Center Regional Healthcare System and Subsidiaries
Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

During periods of construction, the System capitalizes interest costs, net of the related interest t\_}}
earnings, on certain assets constructed with the proceeds of the System’s borrowings. The

* capitalized interest is recorded as part of the asset to which it relates and is depreciated over the
asset's estimated useful [ife.

Upon sale or retirement of property and equipment, the cost and related accumulated depreciation
are eliminated from the respective accounts and the gain or loss is included in the statement of
operations.

We evaluate the carrying value of property and equipment to be held-and-used for impairment
whenever-events or changes in circumstance indicate that the carrying amount may not be
recoverable. The carrying value of a long-lived asset group is not recoverable if it exceeds the sum
of the undiscounted cash flows expected to result from the use and eventual disposition of the
asset group. We measure impairment as the amount by which the carrying value exceeds the
estimated fair value. Estimated fair value is determined primarily using the projected future cash
flows discounted at a rate commensurate with the risk invoived.

Property and equipment to be disposed of by sale are classified as held-for-sale when the

applicable criteria are met, and recognized within the consolidated balance sheet at the lower of

carrying value or fair value less costs to sell. Depreciation: on such assets is ceased on the date the
held-for-sale criteria are met. .

Intangible Assets

Goodwill represents the excess purchase price over the estimated fair value of net identifiable

assets acquired and liabilities assumed from purchased businesses. We assess goodwill for

impairment annually at October 31, and between annual tests if an event occurs or circumstances .}
change that would more likely than not reduce the fair value of a reporting unit below its carrying )
amount. If the carrying amount of the reporting unit's goodwill exceeds its implied fair value, an

impairment charge is recognized. Any impairment would be recognized by a charge to income from
operations and a reduction in the carrying value of the goodwill.

Donor Restricted Gifts

Unconditional promises to give cash and cther assets to the System are reported at fair value at
the date the promise is received. Conditional promises to give and indications of intentions to give
are reported at fair value at the date the gift is received or the condition has been substantially met.
Gifts are reported as either temporarily or permanently restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that
is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified-as unrestricted net assets and reported in the statements of
changes in net assets as net assets released from restriction. Donor-restricted contributions
whose restrictions are met within the same year as received are reported as unrestricted
contributions in the accompanying consclidated statements of operations.

Unrestricted Net Assets )

Contributions and gifts which are received with no restrictions or specified uses identified by the
grantors or donors are included as unrestricted revenue in the statement of operations ‘of the
System when received.

. Temporarilj} and Permanently Restricted Net Assets

Temporarily restricted net assets are those whose use by the System has been limited by donors
to a specific period or purpose. Temporarily restricted net assets are available for various 4 )
-
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East Texas Medical Center Regional Healthcare System and Subsidiaries

Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

healthcare activities and were approximately $5,005,000, $4,892,000, and $4,534,000 at
October 31, 2017, 2016, and 2015, respectively.

Permanently restricted net assets have been restricted by donors to be maintained by the System
in perpetuity. Permanently restricted net assets are held for the following purposes at October 31,
2017, 2016 and 2015:

(in thousands)

Mobile mammography 3 1,596
Nursing education 1,230
Physical therapy 198
$ 3,024

“

Revenue and Other Support in Deficit of Expenses

The statement of operations includes revenue and other support in deficit of expenses. Changes in
unrestricted net assets which are excluded from revenue and other support in deficit of expenses,
consistent with industry practice, include unrealized gains and losses on investments, changes in
the defined benefit plan minimum liability, results from discontinued operations and contributions of
long-lived assets (including assets acquired using contributions which by donor restriction were to
be used for the purposes of acquiring such assets).

Deferred Financing Costs

Financing costs associated with the issuance of the Hospital Revenue Bonds have been
capitalized and are being amortized over the period during which the debt is outstanding using the
effective interest rate method. During the current year, the System adopted the provisions within
ASU 2015-03, “Interest - Imputation of Interest: Simplifying the Presentation of Debt Issuance
Costs.” Deferred financing costs are included as a direct reduction to the carrying value of notes
and bonds payable in the consolidated balance sheets. ’

Recognition of Professional Liability Expense

As described in Note 9 — Self Insurance, the System has established a self-insurance trust for
payment of professional liability losses and related costs. Professional liability experise is
recognized based on an estimated accrual for known incidents and claims and an estimated
accrual for incurred but not reported incidents.

Recent Accounting Pronouncements

In May 2014, FASB issued ASU 2014-09, “Revenue from Contracts with Customers (Topic 606).”
Under the new provisions, an entity will recognize revenue when it transfers promised goods or
services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. |t also requires more detailed disclosures to
enable users of financial statements to understand the nature, amount, timing, and uncertainty of
revenue and cash flows arising from contracts with customers. The System is currently evaluating
the provisions of ASU 2014-089, which are effective for annual reporting periods beginning after
December 15, 2017, as amended by ASU 2015-14.

In July 2015, FASB issued ASU 2015-11, “Simplifying the Measurement of Inventory.” This update
requires an entity to measure inventory at the lower of cost or net realizable value. Net realizable
value is the estimated selling price in the ordinary course of business, less reasonably predictable
costs of completion, disposal, and transportation. This update applies to all inventory with the
exception of inventory measured using last-in, first-out (LIFO) or the retail inventory method. The

13
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Notes to Consolidated Financial Statements
October 31,2017, 2016 and 2015

System has evaluated all of the provisions, which are effective for fiscal years beginning after
December 15, 2016 and determined it is not expected to have a material impact on the
consolidated financial statements.

In February 2016, FASB issued ASU 2016-02, “Leases.” This update requires lessees to record a
lease liability that represents the lessee’s future lease obligation and a right-of-use asset that
represents the lessee’s right to use or control of a specified asset for the lease term. The System is
currently evaluating the provisions of ASU 2016-02, which are effective for fiscal years beginning
after December 15, 2018,

In May 2016, FASB issued ASU 2016-12, “Revenue from Contracts with Customers: Narrow-
Scope Improvements and Practical Expedients.” This update adds clarification to the new revenue
recognition standards issued in ASU 2014-09. The System is currently evaluating the provisions of
ASU 2016-12, which are effective for fiscal years beginning after December 15, 2017.

In August 2016, FASB issued ASU 2016-14, “Presentation of Financial Statements of Not- for-
Profit Entities.” This update requires not-for-profit entities to report two classes of net assets, as
well as enhances disclosures on board designated funds, liquidity, and functional expenses. The
System is currently evaluating the provisions of ASU 2016-14, which are effective for fiscal years
beginning after December 1§, 2017.

In August 2018, FASB issued ASU 20186-15, “Classification of Certain Cash Receipts and Cash
Payments.” This update provides cash flow statement classification guidance. The System is
currently evaluating the provisions of ASU 2016-15, which are effective for fiscal years beginning
after December 15, 2018.

In December 2016, FASB issued ASU 2018-20, “Technical Corrections and Improvements to Topic
606, Revenue from Contracts with Customers.” This update adds clarification to the new revenue
recognition standards issued in ASU 2014-09. The System:is currently evaluating the provisions of
ASU 2016-20, which are effective for fiscal years beginning after December 15, 2017.

In March 2017, FASB issued ASU 2017-07, “Improving the Presentation of Net Periodic Pension
Cost and Net Periodic Postretirement Benefit Cost.” This ASU requires that an employer report the
servnce cost component in the same line item as other compensation costs arising from services
rendéred by the pertinent employees during the period. The other components of net benefit cost
are required fo be presented in the income statement separately from the service cost component
and outside a subtotal of income from operations, if one is presented. The System is currently
evaluating the provisions of ASU 2017-07, which are effective for fiscal years. beglnnlng after

" December 15, 2018.

Reclassifications
Certain prior period amounts have been reclassified to conform to the current period presentation.

3. Endowments

The System’s endowment consists of approximately five individual donor restricted endowment
funds established for a variety of healthcare related purposes. The net assets associated with
endowment funds are classified and reported based on the existence or absence of donor imposed
restrictions. '

+
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The Board of Trustees of the Foundation has interpreted the Uniform Prudent Management of
Institutional Funds Act {(UPMIFA) as requiring the preservation of the original gift as of the gift date
of the donor restricted endowment funds absent explicit donor stipulations to the contrary. As a
resuit of this interpretation, the System.classifies as permanently restricted net assets

(a) the original value of gifts donated to the permanent endewment, (b) the criginal value of
subsequent gifts to the permanent endowment, and (¢) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at the
time the accumulation is added to the fund. The remaining portion of the donor restricted
endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by the
Foundation in a manner consistent with the standard of prudence prescribed by UPMIFA.

In accordance with UPMIFA, the Foundation considers the following factors in making a
determination to appropriate or accumulate donor restricted endowment funds:

(1) The duration and preservation of the fund.

{2) The purpose of the organization and the donor restricted endowment fund.
{3) General economic c[anditions.

(4) The possible effect of inflation and deflation.

(5) The expected total return from income and the appreciation of investments.
(6) Other resources of the organization, and

(7) The investment policies of the organization.

Endowment net asset composition by type of fund as of October 31, 2017 follows:

Temporarily Permanently
{(in thousands) Unrestricted Restricted Restricted Total

Donor-resfricted endowment funds $ - 3 3,142 $ 3.024 $ 6,166
Changes in endowment net assets for the year ended October 31, 2017 follows:

Temporarily Permanently

{in thousands) Unrestricted Restricted Restricted Total
Endowment net assets at beginning of year $ - 3 2255 § 3024 § 5,279
Investment return
Investment income - =11] - 7 90
Net appreciation (realized and unrealized) - 800 - 800
Tota! investment return - 880 - 890
Appropriation of endowment assets for expenditure - (3) - (3)
Endowment net assets at end of year $ - 8 3,142 % 3,024 3 6,166
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October 31, 2017, 2016 and 2015

Endowment net asset compossition by type of fund as of October 31, 2018 follows: N
‘ Temporérily Permanently
(in thousands) Unrestricted Restricted Restricted Total
Donor-restricted endowment funds . $ - 5 2255 % 3024 $ 5,279
Changes in-endowment net assets for the year ended October 31, 2016 follows:
Temporarily: Permanently
(in thousands) Unrestricted Restricted Restricted Total
Endowment net assets at beginning of year $ - $ 2061 8 3,024 3 5,085
Investment return i )
Investment income - 187 - 187
Net appreciation {realized and unrealized) - 15 f- 15
Total investment return - 202 - 202
Appropriation of endowment assets for expenditure - (8) ‘ - (8)
Endowment net assets at end of year $ - 3 2255 $ 3,024 $ 5,279
Endowment net asset composition by type of fund as of October 31, 2015 follows:
Temporarily Permanently
(in thousands) Unrestricted Restricted Restricted Total
Donor-restricted endowment funds $ - 8 _ 2061 § 3024 § 5,085 \ )

Changes in endowment net assets for the year ended October 31, 2015 follows:

Temporarily Permanently

(in thousands) Unrestricted Restricted Restricted . Total
Endowment net assets at beginning of year $ - _$ 1,940 § 3024 $ 4,964
Investment return

Investment income - 119 - 119

Net appreciation (realized and unrealized) - 11 - 11

Total investment return - 130 - 130
Appropriation of endowment assets for expenditure - (9 ‘ - (9)
Endowment net assets at end of year $ - 5 2,061 § _ 3,024 % _5.085
/
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Description of amounts classified as permanently restricted net assets and temporarily restricted
net assets (endowment only) follows:

(in thousands) 2017 2016 2015
Permanently restricted net assets

The portion of endowment funds that is required to
be retained permanently either by explicit

donor stipulation or by UPMIFA $ 3024 % 3024 % 3,024
Total endowment funds classified as -
permanently restricted net assets $ 3024 § 3024 % 3.024
Temporarily restricted net assets
Term endowment funds $ 3142 % 2255 § 2,061
Total endowment funds classified as
temporarily restricted net assets $ 3,142 § 2255 § 2,061

Endowment Funds with Deficits

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the value of the initial and subsequent donor gift amounts (deficit). When
donor-endowment deficits exist, they are classified as a reduction of unrestricted net assets. There
were no deficits of this nature reported in unrestricted net assets at October 31, 2017, 2016 or
2015.

Return Objectives and Risk Parameters

The Foundation has adopted endowment investment and spending policies that attempt to provide
a predictable stream of funding to programs supported by its endowment while seeking to maintain
the purchasing power of endowment assets. Under this policy, the return objectives for the
endowment assets, measured over a full market cycle, shall be to maximize the return against a
blended index, based on the endowment's target allocation applied to the appropriate individual
benchmarks.

Strategies Employed for Achieving investment Objectives

To achieve its long-term rate of return objectives, the Foundation relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized
gains) and current yield (interest and dividends). The Foundation targets a diversified asset
allocation that places greater emphasis on equity-based investments to achieve its long-term
objectives within prudent risk constraints:

Endowment Spendiqg Allocation and Relationship of Spending Policy to Investment

"Objectives

The Board of Trustees of the Foundation determines the method to be used to appropriate
endowment funds for expenditure. The Foundation has a policy of preserving the original gift as an
income producing investment only, with a long term goal of providing income from the invested
funds for the purpose of funding one or more programs, as directed. In establishing this policy, the
Board established investment allocation targets and ranges to achieve a rate of return that would
maintain real purchasing power over long periods of time.
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4, Charity Care e J

Of the System’'s $236 million, $229 million and $241 million of total charity expenses reported in
2017, 2016 and 2015, respectively, the estimated direct and indirect cost of providing these
services was $32 million, $36 million, and $39 million, respectively. The estimated costs of
‘providing charity services are based on a calculation which applies a.ratio of costs to charges to
the gross uncompensated charges associated with providing care to charity patients. The ratio of
cost to charges is calculated based on total expenses divided by gross patient service revenue.

5. Net Patient Service Revenue

Net patient service revenue for the years ended October 31, 2017, 2016 and-2015 is comprised of
the following:

2017
{(in thousands) Third-Party . . Total
Payors Self-Pay - All Payors

Patlent senvice revenue
(net of confractual allowances and discounts) $ 733 414 $ 215,149 $ 048,563

2016
(in thousands) Third-Party ' Total
Payors : Self-Pay All Payors o
)

Patient service revenue
(net of contractual allowances and discounts) $ 766 319 $ 207,439 $ 973,758

2015
(in thousands) Third-Party Total
) Payors - Self-Pay All Payors

Patient service revenue
(net of contractual allowances and discounts) $ 751,826 $ 180,397 $ 932,223

The System maintains allowances for uncollectible accounts for estimated losses resulting from a
payor's inability to make payments on-accounts. The System assesses the reasonableness of the -
allowance account based.on historical write-offs, cash collections, the.aging of the accounts.and
other economic factors. Accounts are written off when coliection efforts have béen exhausted. We:
continually maonitor and adjust allowancés.associated with receivables. The allowance for doubtful
accounts at October 31,2017, 2016 and 2015 was apprommately $194,544,000, $184, 284 000,
$178,329,000, respectlvely
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The System has agreements with third-party payors that provide for payments at amounts different
from its established rates. The amounts by which the established rates exceed the amounts
recoverable from these payors are accounted for as deductions from revenue. A summary of the
System’s payment arrangements with major third-party payors follows:

Medicare - Inpatient care services rendered to Medicare program beneficiaries are paid at
prospectively determined rdtes per discharge (“PPS"). These rates vary according to a patient
classification system that is based on clinical, diagnostic, and other factors. Outpatient
services are reimbursed under a prospective payment methodology based on a system of
ambulatory payment classifications ("APC”). The System is reimbursed for cost reimbursable
items at a tentative rate with final settlement determined after submission of annual cost
reports by the System and audits thereof by the Medicare fiscal intermediary. Any differences.
between final audited settlements and amounts accrued at the end of the prior reporting period
are included in current operations. Net patient service revenue for the years ended

October 31, 2017, 2016 and 2015 increased by approximately $2,686,000, decreased by
$13,000, and increased by $1,625,000, respectively, related to changes in amounts previously
estimated as a result of final settlements and revisions to cost report estimates. Medicare cost
reports have been audited and settled by the fiscal intermediary through 2013 for Mt. Vernon,
Henderson, and Jacksonville; through 2014 for Tyler, Gilmer, and Rehab; through 2015 for
Athens, Carthage, Clarksville, Crockett, Pittsburg, Trinity, Quitman, and Fairfield; and through
2016 far Specialty.

For the years ended October 31, 2017, 2016 and 2015, 34%, 32%, and 35%, respectlvely, of
total net patient service revenue resulted from the Medicare program.

Medicaid - Inpatient acute care services are reimbursed under the Medicaid PPS system and
outpatient services are reimbursed under a cost reimbursement methodology. The System's
outpatient services are reimbursed at a tentative rate with final settlement determined after
submission of annual cost reports by the System and audits thereof by the Medicaid fiscal
intermediary. Any differences between final audited settlements and amounts accrued at the
end of the prior reporting period are included in current operations. Net patient service revenue
increased Ey $68,000 for the year ended October 31, 2017, remained the same for the year
ended October 31, 2016, and decreased by $567,600 for the year ended October 31, 2015
related to changes in amounts previously estimated as a result of final settlements and
revisions to cost report estimates. Medicaid cost reports have been audited and settled by the
fiscal intermediary through 2012 for Jacksenville, Crockett, Pittsburg, Mt. Vernon, and Tyler;
through 2013 for Athens, Gilmer, and Henderson; through 2014 for Rehab, Fairfield,
Clarksville, and Trinity; and through 2015 for Carthage and Quitman.

For the years ended October 31, 2017, 2016, and 2015, 10%, 13%, and 12%, respectively, of
total net patient service revenue resulted from the Medicaid program.

Other - The System has also entered into payment agreements with certain.commercial
insurance catriers and preferred provider organizations. The basis for payment to the System
under these agreements includes prospectively determined rates per discharge, discounts from
established charges, and prospectively determined daily rates.

For the year ended October 31, 2017, 33% of total net patient service revenue resulted from
commercial insurance carriers and preferred provider organizations. For both years ended
October 31, 2016 and 2015, 34% of total net patient service revenue resulted from commercial
insurance carriers and preferred provider arganizations.
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e Self Pay - The System has an uninsured patient policy covering all System hospitals. Under ' J
the terms of this policy, a discount from each hospital's established rates is made available to
uninsured patients who do not qualify for charity care. 'Effective March 1, 2017, the uninsured
patient discount rate was 75%. Prior to this effective date, the discount rate was 60%. The
discounts given to self pay patients are accounted for as deductions from revenue.

The System participates in the Medicaid disproportionate share hospital (DSH) funding program,
established by the State of Texas and administered by the Health and Human Services
Commission (HHSC), which created additional federal matching funds to increase access to
healthcare by Texas' indigent patients and defray the cost of treating indigent patients. Funds are
distributed to hospitals providing a high volume of services to Medicaid and uninsured patients.

The System also participates in the Texas Medicaid Section 1115 Waiver program {(Waiver). The
Waiver program provides for two pools of funds, an uncompensated care pocl (UC pool) and a
delivery system reform incentive payment pool (DSRIP pool). To receive payments from the

UC pool, a hospital must submit an application estimating its uncompensated costs. for services
provided to Medicaid and uninsured patients. The DSRIP pool provides payments to hospitals
upon achieving certain goals and. metrics that are intended to increase access to health care,
improve the quality of care, and enhance the health of patients and families they serve.

For the years ended October 31, 2017, 2016 and 2015, the System recognized total DSH and
Waiver revenues of $33,271,000, $70,060,000 and $52,450,000, respectively, which is included in
net patient service revenue. Unsettled amounts are recorded as supplemental Medicaid
receivables or payables in the accompanying consoclidated balance sheets. We have recorded a
Supplemental Medicaid payable of $7,499,000 at October 31, 2017 and a Supplemental Medicaid
receivable of $4,993,000, and $12,622,000 at October 31, 2016 and 2015, respectively. )

6. Investments
Assets Limited as to. Use

Under Indenture Agreements

+ Assets limited as to use under indenture agreements are trust funds set up under the terms of bond
indentures. The System is required to-maintain a debt service reserve fund at a minimum amount
specified in the indenture agreement.

Internally Designated for Capital Acquisition
Assets internally designated for capital acquisition represent funds set aside by the board of
directors to fund future purchases of property and equipment.

Self-Insurance

Assets internally desxgnated for self—msurance programs represent funds set aside by the board of
directors to fund the System’s self-insurance programs, including professional liability and health
benefits.
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The fair value and composition of assets limited as to use at October 31, 2017, 2016 and 2015 are

set forth below:

(in thousands)

Internally designated for capital acquisition
Certificates of deposit

Held by trustees under indenture agreements
Cash and mutual funds -
US government obligations

Held by trustees for self-insurance
Cash and mutual funds
-Certificates of deposit
US government obligations
Municipal bonds and notes
Corporate bonds and notes

Total assets limited as to use

Less: Assets limited as to use, required
for current liabilities

2017 2016 2015
§ 2883 . § 2870 $ 2758
41,127 38,197 37,947
7,878 - -
49,005 38,197 37.047
14,267 11,875 11,371
3,824 2806 2.230
2259 1,835 829
2.822 3.137 3,019
730 737 515
23.902 20,390 17.964
75,790 61,457 58,669
61,285 ) 12,442 10,304
$ 49,015 $ 48,365

Assets limited. as to use, net of current portion $ 14,505

Marketable Securities-

The amortized cost and fair value of the System's marketable securities at October 31, 2017 are

summarized as.follows:
(in thousands)

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
Certificates of deposit $ 11,939 3 9 $ 18y $ 11,930
US government cbligations 106,087 {(1,672) 104,415
Municipal bonds and notes 3,540 21 {7) 3,554
Corparate bonds and notes 25,364 68 (123) 25,309
$ 98 § (1,820) $ 145208

Total marketable securities $ 146,930
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The System’s investment policy governing other-than-trading marketable securities precludes the "\J)
investment portfolic managers from selling any security at a loss without prior authorization from

the System. The investment managers also limit the exposure to any one issué, issuer or type of

investment. ' The System performed an other-than-temporary impairment analysis for securities in

an unrealized loss position as of October 31, 2017 and determined that it does not have the intent

or ability to hold the other-than-trading marketable securities long enough to allow for the recovery

of temporary declines in the market value of the marketable securities in an unrealized loss

position. As a result, an other-than-temporary impairment loss in the amount of $1,820,000 was

recorded in the consolidated statement of operations in 2017. No other-than-temporary impairment

losses were recorded in 2016 or 2015.

Long-Term Investments
Investments that are not available for current operations are classified as [ong-term investments.
The fair values of long-term investments at October 31, 2017, 2016 and 2015 are summarized as

follows:

(in thousands) 2017 2016 2015
Mutual funds ' $ 3,006 3,566 $ 3,220
Marketable debt securities - 631 622 656
Marketable equity securifies 4,302 3,728 3,682

Total long-term investients $ 8029 & 7,916 $ 7,558

‘Investment securities are exposed to various risks, such as interest rate, market, and credit risks.
Due to the level of risk associated with certain investment securities, it is at least reasonably
possible that changes in the values of investment securities will occur in thé near term and these
changes could materially affect the amounts reported on the consolidated balance sheets and
statements of operations.

Investment Income ) ]

Interest income and realized gains and losses on the sale of other-than-trading marketable
securities, long-term investments, and assets limited as to use are included in other revenue in the
statement of operations and are comprised of the following for the years ended October 31, 2017,

2016 and 2015:
(in thousands) 2017 2016 2015
Income
Interest income $ 3378 $ 3500 $ . 2,107
Net realized (losses) gains on
the sale of securities (57) 25 2
Investment income $ 3,321 3 3,525 § 2,109
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a

Property and Equipment

Property and equipment at October 31, 2017, 2016 and 2015 are summarized as follows:

(in thousands) 2017 2016 2015
Land and land improvements $ 34728 3 35142 % 35,107
Buildings 513,754 538,162 529,240
Leasehold improvements 30,561 35,920 34,179
Major moveable equipment 446,087 448,473 433,224
Equipment under capital leases 63,850 63,850 61,600
Automaobiles and trucks ’ i 26,270 25,200 24,389
1,115,250 1,146,747 1,117,749
Less: Accumulated depreciation and amertization (758,464) (774,264) (733,189)
356,786 372,483 384,560
Less: Held-for-sale impairment {57,748) - . -
Equipment deposits and ¢onstruction in progress 8,086 6,276 11,613
Property and equipment, net $ 307,124 $ 378759 % 396,173

No interest costs were capitalized during construction for the years ended October 31, 2017, 2016
and 2015.

Depreciation and amortization expense for the years ended Octeber 31, 2017, 2016 and 2015 was
$39,693,000, $51,787,000 and $52,344,000, respectively. Accumulated amortization for facilities
and equipment under capital lease obligations was $51,876,000, $48,257,000 and $45,717,000 at
October 31, 2017, 2016 and 2015 respectively.

As described within Note 19 - Discontinued Operations, in 2017, we committed to a plan to sell
substantlally all assets and operations of the System’s hospital and Texas-based EMS operations,
as well as the System’s Paramedics Plus operations in two Separate transactions and concluded
that the disposal groups met the required criteria for classification as held-for-sale. The disposal
groups were measured at the lower of their carrying value or fair value less costs to sell. In
accordance with the order of impairment testing required by ASC 360-10, the carrying value of the
disposal groups were adjusted based on the results of impairment tests performed over other
assets and goodwill. Utilizing a market approach which primarily uses merger and acquisition
activity, we evaluated the fair value less costs to sell the disposal groups. Based on the excess of
carrying value compared to the fair value less costs to sell, we recorded impairments of property
and equipment to be disposed of by sale totaling $57,748,000 for the year ended October 31, 2017
which is included in the consolidated statement of operations as an held-for-sale impairment '
charge. Depreciation on assets related to the hospital and Texas-based EMS operations and
Paramedics Plus operations was discontinued upon meeting the held-for-sale criteria on
September 7, 2017 and July 17, 2017, respectively. ‘
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8. Other Assets

Other assets at October 31, 2017, 2016 and 2015 are summarized as follows:

(in thousands) 2017 2016 2015
Goodwill - $ - $ 1000 § 1,000
Long-term benefit plan asset 258 - 237
Other assets 6,721 6,735 5,717
$ 6979 3§ 7,735 % 6,954

Under the provisions 6f ASC 350-10, Intangibles-Goodwill and Other, goodwill is not amortized.
Rather, an entity’s goodwill is subject to periodic impairment testing. ASC 350 requires that an
entity test goodwill for impairment at least on an annual basis and between annual tests if an event
occurs or circumstances change that would more likely than not reduce the fair value below its
carrying amount. Accordingly, we perform our goodwill test annually in the fourth quarter and
between annual tests whénever we identify certain triggefing events or circumstances that would
more likely than not reduce the fair value below its respective carrying value.

'As described in additional detail within Note 19 - Discontinued Operations, in 2017, we committed
to a plan to sell substantially all assets and operations of the System and concluded that the
disposal groups met the required criteria for classification as held-for-sale. We identified this as a
triggering event requiring an interim impairment evaluation. As a result, we performed the first step
of the goodwill impairment test, which compares the disposal groups’ fair value to its carrying
amount to identify potential impairment after considering the need for any impairment write-downs
to other assets of the disposal group in accordance with the arder of impairment testing required by
ASC 360-10.

We apply judgment in determining the fair value of our disposal groups and their underlying assets
and liabilities, including any unrecognized intangible assets for purposes of performing the goodwill
impairment test. We concluded that the carrying amount of the disposal groups éxceeded their
estimated fair values and our evaluation resulted in a non-cash goodwill impairment charge of
$1,000,000 which is included in held-for-sale impairment charge in the consolidated statement of

operations.
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10.

Self-Insurance

The System is self-insured with respect to medical malpractice, professional and general liability
risk for claims up to $2 million per occurrence and $6 million in the aggregate per policy year.
Losses from asserted and unasserted claims identified under the System'’s incident reporting
system are accrued based on estimates that incorporate the System’s past experience, as well as
other considerations including the nature of each claim or incident and relevant trend factors.
Accrued malpractice losses have been discounted at 2%. The amount of the discount was
approximately $1,030,000, $703,000 and $642,000 at October 31, 2017, 2016 and 2015,
respectively.

The System has established a revocable trust fund for the payment of medical malpractice claim
settlements. Professional insurance consultants have been retained to assist the System with
determining amounts fo be deposited in the trust fund. An actuarially determined accrual for
possible losses attributable to incidents that may have occurred but have not been identified under
the incident reporting system has been made. The ultimate cost to settle all the asserted and
unasserted claims against the System may vary, perhaps substantially, from the amounts
recorded.

The System is a nonsubscriber to the Texas Worker Compensation program, and as such, it is not
subject to the requiréements for providing worker compensation insurance to its employees. The
System does participate in a self-insurance program for the purpose of providing injury and lost.
wage benefits to employees. The System administers the employee injury benefits plan and pays
all claims out of operations. The System accrues an estimated liability for possible losses for
claims incurred but not reported.

The System also participates in.a self-insurance pragram for the purpose of providing group
medical insurance to employees and their dependents. A third party administrator administers
the plan and the amounts funded have been placed in a self-insurance fund. The System accrues
an estimated liability for possible losses for claims incurred but not reported.

Benefit Plans

The System maintains three noncontributory, tax-qualified defined benefit pension plans. Benefits
under the plans are frozen for all participants. The plans’ benefit formulas generally base
payments to retired employees upon their length of service and a percentage of qualifying
compensation during the final years of employment. The System’s funding policy is to make
annual contributions to satisfy the Internal Revenue Service's funding standards. Contributicns are
intended to provide not only for benefits attributed to service to date, but also for those expected to
be earned in the future.

The System uses an October 31 measurement date for its plans.
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October 31, 2017, 2016 and 2015

.The combined employee pension plans’ obligations, plan assets and funded status as determined
by the actuarial valuation at October 31, 2017, 2016 and 2015 are presented in the following table:

(in thousands) . : 2017 : 2016 2015
Change in beneﬁf obligations

Benefit obligations at beginning of year $ 131,288 % 129,110 § 131,129
Service cost 1,740 1,267 685
Interest cost 4,062 4,572 5,148
Actuarial (gain) loss 1,303 7,465 4,426
Benefits paid (3,879) (3,229) {2,872)
Seitlements {12,746) (_7,897) (9,406)
Benefit obligations at end of year -8 121,768 3 131,288 § 129,110
Change in plan assets )

Fair vaiue of plan assets at begmnmg of year $ . 87016 § 94,824 % 103,077
Actual return on plan assets 14,232 3,318 2,410
Employer contributions 4,301 - 1,616
Benefits paid (3,879) (3,229) (2,872)
Sefilements _ T (12,746) (7.897) (9,407)
Fair value of plan assets at end of year $ 88,924 § 87,016 $ 94,824
Funded status |
Accumulated benefit obligation at end of year 5 121,768 $ 131,288 $ 129,110

Projected benefit obligation at end of year : $ 121,768  $ 131,288 $ 129,110

Fair value of plan assets . ) 88,924 87,016 94,824
Funded status $ (32,844) § (44,272) 3 {34,286)

{in thousands) 2017 2016 2015

Amounts not yet recognized as components of
net periodic benefit cost
Unrecognized net actuarial loss 3 28195 $ 41230 § 35,922

3. 28195 § 41230 % 35,922
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(in thousands) 2017 2016 2015
Amounts recognized in balance sheets
Noncurrent asset {recorded in other assets) $ 258 § - 8 237
Noncurrent liability (recorded in long-term liabilities) (33,102) (44,272) (34,523)
Noncurrent liability $ (32,844) $ (44,272) § (34,286)
Net periodic benefit cost
Senvce cost $ 1,740 % 1267 & 685
Interest cost 4,062 4,572 5,148
Expected return on plan assets (6,738) (7,089) (8,035)
Net loss 3,891 3,427 2,679
Settlements 2,953 2,502 2,519
Net periodic benefit cost $ 5908 $ 4679 $ 2,995

Other changes in plan.assets and benefit obligations
recognized as changes to unrestricted net assets

Net loss ) $ (6,191) - $ 11,237 § 10,200
Amortization of net gain (loss), including settlement (6,844) (5,929) (5,198).
Total change to unrestricted net assets $ (13,035) $§ 5308 % 5,002

The amount recognized in unrestricted net assets that is expected to be reflected in expense
during the next fiscal year is approximately $2,780,000.

" Weighted-average assumptions used to determine the benefit obligation at October 31 are as

follows:

2017 2016 2015
Discount rates 3.35 % 3.20 % 4.04 %
Rates of increase in compensation levels N/A . NA N/A

Weighted-average assumptions used to determine.the net periodic benefit cosf at October 31 are
as follows:

2017 2016 2015
Discount rate i 320 % 4.04 % 3971 %
Expected long-term return on plan assets 8.00% 8.00% 8.00%
Rate of compensation increase N/A N/A N/A

The System determines the discount rate assumption by using a yield curve calculation for each
plan. For this purpose, the Citigroup Pension Discount Curve is utilized.

The System employs a building block approach in determining the expected long-term rate of
return on plan assets. Historical markets are studied and long-term historical relationships
between equities and fixed-income are preserved consistent with the widely accepted capital
market principle that assets with higher volatility generate a greater return over the long run.
Current market factors such as inflation and interest rates are evaluated before long-term market
assumptions are determined. The long-term portfolic return is established via a building block
approach with proper consideration of diversification and rebalancing. Peer data and h:stoncal
returns are reviewed to check for reasonability and appropriateness.
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Plan Assets : , , \J
The following tables show the quantitative disclosures under ASC 820 regarding the fair value of
the defined benefit plan’s investments as of October 31, 2017, 2016 and 2015.

- 2017 -
- Quoted Significant
Prices in Other Significant
Active Observable Unobservable
Markets Inputs Inputs
(in thousands) {Level 1) (Level 2) {Level 3) Total
Common collective trust
Equity securities $ - % 66,723 § - 3 66,723
Debt securities - 21,312 - 21,312
Other - . 889 7 - 889
$’ - 3 88,924 $ - 3 88,924
* 2018
Quoted Significant. ;
Prices in Other Significant
' Active Observable Unobservable
‘Markets Inputs Inputs.
- (in thousands) {Level 1) (Level 2) {Level 3) Total
Common collective trust ’
Equity securities $ - 3% 65262 § - 5 65,262 ’ )
‘Debt securities - 20,884 - 20,884 S
Other - 870 - 870
3 - 3 87,016 $ - 3 87,016
2015
Quoted Significant,
Prices in Other Significant
Active Observable Unobservabile
) Markets Inputs Inputs
(in thousands) (Level1) . (Level 2) {Level 3) Total
Common collective trust
Equity securities 3 - % 71118 & - 5 71,118
Debt securities - 21,810 - 21,810
Other ' - 1,896 - 1,896

§ -5 oaga’ § - $ 94824
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The System’s pension plan weighted-average asset allocations heid in the Texas Hospital
Association Retirement Trust (THA Trust) at fair value at October 31, 2017, 2016 and 2015 by
asset category are as follows:

2017 2016 2015
Asset category
Equity securities 75 % 75 % 75 %
Debt securities 24 24 23
.Cther ' 1 1 2
100 % 100 % 100 %

The System employs a total return investment approach whereby a mix of equities and fixed
income investments are used to maximize the long-term return on plan assets for a prudent leve! of
risk. Risk tolerance is established through careful consideration of plan liabilities, plan funded
status, and corporate financial condition. The investment portfolio in THA Trust contains a
diversified blend of equity and fixed-income investments. Furthermore, equity investments are
diversified across U.S. and non-U.S. stocks, as well as growth, vaiue, and small and large
capitalizations. Investment risk is measured and monitored on an ongoing basis through quarterty
investment portfolio reviews, annual liability measurements, and periodic asset/liability studies.

The System's pension plan interest in the THA Trust is considered a Level 2 asset from the
perspective of the plans; that is,its fair value is measurable with significant observable inputs for the
years ended October 31, 2017, 2016 and 2015. All assets in the THA Trust are Level 1 assets
from the perspective of the THA Trust; that is, the fair value of all THA Trust assets are measurable
with guoted prices in active markets for identical assets.

" Contributions

The System plans not fo contribute to its qualified plans during 2018

Estimated Future Benefit Payments

The following benefit payments, which reflect expected future service, as appropriate, are expected
to be paid: .

(in thousands)

2018 9,135

2019 . 9,203
2020 9,347
2021 ) 9,836
2022 7,625
2023 - 2027 35,883

Employee Defined Contribution Plan

The System maintains a defined contribution retirement plan covenng all employees with one or
more years of service. Employee contributions are allowed based on a percentage of the
employee's salary as defined by the plan document. Participants are fully vested in their voluntary
contributions plus actual earnings thereon. 'Employee contributions are invested in various funds

. held for qualified participants. The System matches up to 3% of the employees’ compensation.

Participants are fully vested in matching contributions after three years. For the years ended
October 31, 2017, 2016 and 2015, the System contributed approximately $6,189,000, $5,975,000
and $6,200,000, respectively, to the defined contribution plan.
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Notes, Bonds Payable and Obligations Under Capital Leases

Notes, bonds payable and obligations under capital [eases of the System consist of the following at

October 31, 2017, 2016 and 2015:

{in thousands)

Series 2007 A bonds payable with interest rates
ranging from 5% to 5.37%, maturing through
November 2037, collateralized by pledged
revenues, deed of trust and security agreement

Quitman revenue bonds payable with an ifiterest rate

of 6%, maturing through November 2041, collateralized
by pledged revenues, deed of trust and security agreement

Pittsburg revenue bonds with interest rates ranging:

from 5.5% to 5.65%, maturing through November 2033,
collateralized by pledged revenues, deed of trust
and security agreement -

Henderson revenue bonds with interest rate of 2.25%, maturing
threugh June 2021, collateralized by pledged revenues, deed of
trust and security agreement

Notes payable with interest rates ranging from 0% to

3.85%, maturing through November 2023, collateralized by
equipment, buildings and land

Note payable, due Septernber 2019, payable monthly plus

interest at 3.65%, collateralized by buildirigs and land

Note payable, due January 2027, payable monthly plus

interest at 3.75%, collateralized by buildings and land

Note payable, due December 2016, payable monthly plus

interest at 3.4%, collateralized by buildings and land

Note payable, due July 2016, payable monthly plus
interest at 3.85%, coliateralized by equipment

Note payable, due July 2019, payable monthly plus

interest at 3.85%, collateralized by huildings and land

Note payable, due September 2024, payable monthly plus

interest at 4.85%, collateralized by buildings and land

Obligations under capital leases

Total notes, bonds payable and obligations

under capital leases
Less: Current portion

Total notes, bonds payable and obligations under
capital leases, net of current portion

Less: Debt issuance costs
Total notes, bonds payable and obligations under

capital leases, net of current portion
and debt issue costs

30

2017 2016 2015

238,000 $ 244155 $ 250,015
35,750 35,750 35,750
30,850 31,900 32,855
3,740 4,052 4,346

- 643 9,194

- - 854

- - 4,680

- - 893

- - 1,230

- - 891

- - 4,180

10,018 22,372 31,563

318,358 338,872 376,551
309,752 16,138 22,320

8,606 322,734° 354,231
(3,903) (4,090) {4,278)

4703 $ 318644 $ 349953




East Texas Medical Center Regional Healthcare System and Subsidiaries

Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

Series 2007A Bonds

The $283,865,000 principal amount of Series 2007A Bonds were issued in November 2007 in
order to (1) refund the System’s Series 1993 A/B Bonds outstanding in the aggregate principal
amount of $38,890,000, Series 1997 A, B, and C Bonds outstanding in the aggregate principal
amount of $100,240,000, (2) advance refund the System’s Series 1997 D Bonds outstanding in the
aggregate principal amount of $48,750,000, (3) finance the acquisition, construction, and
improvement of certain health facilities and equipment, and (4) pay certain costs of issuance of the
bonds.

A portion of the Series 2007A Bonds is due each November 1, through 2037. The interest rate on
the Series 2007A Bonds ranges from 5.0% to 5.375%. As security to the bondholders, the System
granted to the Bond Master Trustee, a deed of trust lien on and security interest in, certain real
property and equipment, in Tyler, Athens and Jacksonville. Additionally, the System granted to the
Bond Master Trustee a security interest in all revenues and receipts of all of its subsidiary
organizations.

The Series 2007A Bonds are subject to optional redemption by the System, in whole or in part on
November 1, 20117 or on any date thereafter at a redemption price equal to the principal amount to
be redeemed plus accrued unpaid interest.

Quitman Bonds

The $35,750,000 principal amount of Series 2011 Wood County Central Hospltal District Revenue
Bonds was issued for the purpose of providing funds to construct and equip a new hospital facility
in Quitman, Texas. A portion of the bonds become due beginning November 1, 2038 through
2041. The interest‘rate is 6%. The bonds are collateralized in. parity with the Series 2007A Bonds.

Pittsburg Bonds

Series 2007, 2008, 2009 and 2009A Camp County ETMC Pittsburg Hospital Revenue Bonds in the
aggregate principal amount of $37,000,000 were issted for the purpose of providing funds to
construct and equip a new hospital facility in Pittsburg, Texas. A portion of the bonds is due each
November 1 through 2033. The interest rates range from 5.5% to 5.65%. The bonds are
collateralized in parity with the Series 2007A Bonds.

Henderson Bonds )

On September 9, 2009, the System assumed Henderson Memorial Hospital's Series 2006 Bonds.
The Series 2009A Henderson Note in the principal amount of $5,831,618 was issued to evidence
the obligation of the System in connection with the Series 2006 Bonds. On August 1, 2011, the
System refinanced the bonds. A portion of the bonds become due monthly, maturing June 1, 2021.
The interest rate is variable, set at primé plus 2%. The interest rate at October 31, 2017 was
6.25%. The note is collateralized in parity with the Series 2007A Bonds. °
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Debt Covenants -/
The Series 2007A Bonds contain certain covenants which the System is required to meet. The
most significant of these covenants include a rate covenant, a capitalization covenant and a
liquidity covenant.

Under the rate covenant, the System is required to maintain a ratio of available revenues to
maximum annual debt service requirements that is greater than 110%. The capitalizaticn covenant
requires the System to maintain a ratio of debt to total capitalization of less than 70%. The liquidity
covenant requires the System to maintain a minimum of 65 days of unrestricted cash on hand. The
Systermn was not in compliance with the rate covenant at the October 31, 2017 measurement date.
As a result of this noncompliance with our debt covenants existing as of the October 31, 2017
measurement date, on March 1, 2018, our creditors have the ability to declare the principal amount
then outstanding under all existing bond issuances to be due and payable immediately. Amounts
outstanding under our existing bond arrangements are therefore classified as current liabilities.

On March 1, 2018, the System defeased the remaining principal then outstanding of the Series.
2007A and Quitman bonds. Additionally, the System called and paid all amounts outstanding
under the Pittsburg and Henderson revenue bonds in February 2018.

Long-Term Obligations Scheduled Repayments
Maturities of bonds payable and capital lease obligations are as follows:

Capital
. Bonds Lease
(in thousands) . ' Payable Obligations .
i . - )
Years Ending October 31,
2018 ’ . 308,340 5,605
2019 - 3,374
2020 - 1,385
2021 - : 81
2022 , ’ - -
Thereafter - -
. Total bonds payable and capital lease obligations 308,340 10,445

Less: Amount representing interest - __(427)

Total bonds payable and capital lease obligations, 308,340 10,018

net of interest

Less: Debtissue costs (3,803) -

Total bonds payable and capital lease obligations,

net of inerest and debt issue costs 304,437 . 10,018

Less: Current maturities (304,437) (5,315)

Total bonds payable and capital lease obligations,

net of interest and current maturities $ - % 4,703

In December 2017, the System terminated all capital lease agreements and repaid all amounts
outstanding in full,
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13.

Lease Commitments

The System leasés various equipment under operating leases eéxpiring in various years. Minimum
rental commitments under operating leases having initial or remaining non-cancelable terms of
more than one year at October 31, 2017 are as follows:

{in thousands)

2018 ’ $ 11,300
2019 ' 10,814
2020 10,435
2021 * 9,508
2022 . : 8,951
Thereafter : 8,608

Total future minimum lease payments $ 59,616

Total rental expense for the years ended October 31, 2017, 2016 and 2015 was $11 ,979,000,
$12,154,000.and $12,034,000, respectively, and is included in purchased services in the
accompanying consolidated statements of operations.

Fair Value of Financial Instruments

The carrying amounts reported in the balance sheets at October 31, 2017, 2016 and 2015 for cash
and cash equivalents, assets limited as to use, patient accounts receivable, supplies, prepaid
expenses and othér, long-term investments, accounts payable, accrued expenses and estlmated
third party settlements approximate their fair value.

The fair value of the System'’s notes, bonds payable and capital lease obiigations at October 31,
2017, 2016 and 2015 is as follows:

2017
{(in thousands) Carrying Amount Fair Value
Notes, bonds payable.and capital lease obligations $ 318,358 % 317,858
2016
(in thousands) Carrying Amount - Fair Value
Notes, bonds payable and capital lease obligations $ 338,872 % 315,750
2015
(in thousands) Carrying Amount Fair Value
Notes, bonds payable and capital lease cbligations $ 376,551 $ 348,474

The fair value of the System’s bonds payable and capital lease obligations is estimated using
discounted cash flow analyses, based on the current incremental borrowing rates for similar types .
of borrowing arrangements.
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ASC 820, “Fair Value Measurements and Disclosures,” establishes a framework for measuring fair
value. The framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the
lowest priority to unocbservable inputs (Level 3 measurements). The three levels of the fair value
hierarchy under ASC 820 are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the System has the ability to access.

Level 2 Inputs to the valuation methodology include:
s  Quoted prices for similar assets or liabilities in active markets;
» Quoted prices for identical or similar assets or liabilities in inactive markets;
¢ Inputs other than qucted prices that are observable for the asset or liability; and

 Inputs that are derived principally from or corroborated by obsérvable market data
by correlation or other means

Level 3 Inputs.to the valuation methodology are unobservable and significant to the fair value
measurement. :

The asset’s or liability's fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques
used need to maximize the use of observable inputs.

The use of the above described methods may produce a fair value calculation that may not be
indicative of the net realizable value or reflective of future fair values. Furthermore, while the
System believes the valuation methods used in this report are appropriate and consistent with
other market participants, the use of the different methodclogies or assumptions to determine fair
value of certain financial instruments could result in a different fair value measurement at the
reporting date. '
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. The table below presents the assets and liabilities measured at fair value on a recurring basis at
October 31, 2017, 2016 and 2015 categorized by the level of inputs used in valuation of each
asset. : :

2017 Fair Value Measurements
- Quoted  Significant -
. -Prices in Other Significant
‘ Active  Observable Unobservable
Markets Inputs Inputs
(in thousands) (Level1) (Level2)’ (Level 3) Total
Assets . .
Cash and cash equivalents $ 29,876 3 - % - § 29,876
Marketable securities .
Certificates of deposit 11,830 - - 11,930
US government obligations ‘ 104,415 - 104,415
Municipal bonds and notes 3,554 - 3,554
Corporate bonds and notes 25,309 - 25,309
Assets limited as to use
Money market funds 55,394 - 55,394
Certificates of deposit 6,707 - 6,707
US government obligations 10,137 : - 10,137
Municipal bonds and notes 2,822 - 2,822
~ Corporate bonds and notes 730 - 730
o Long-term investments
Money market funds 3,096 - 3,096
Fixed income 631 - 631
Equities 4,302 - 4,302
Total assets at fair value $202,918 $ 55985 % - $258,903
Liabilities |
Interest rate swap $ 305 _ 3 305
Total liabilities at fair value $ - % 306 % - 3 305
(O
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2016 Fair Value Measurements

(_

L

Quoted  Significant
Prices in Other Significant-
Active  Observable Unobservable
. . Markets Inputs Inputs
{in thousands) ' (Level 1} - (Level 2} (Level 3) Total
Assets - -
Cash and cash equivalents : $ 45855 & - 8 - $ 45,855
Marketable securities
Certificates of deposit - 19,740 - 19,740
US government obligations 127,637 - - 127,637
Municipal bonds and notes - 5,152 : v - 5,152
Corporate bonds and notes - 44 302 - 44,302
Assets limited as fo use .
Money market funds - 50,072 - ) - 50,072
Certificates of deposit - 5,676 - 5,676
US government obligations 1,835 - - 1,835
Municipal bonds and notes. ) - 3,137 - 3,137
Corporate bonds and notes - 737 - 737
Long-term investments '
Maoney market funds 3,566 B - 3,566
Fixed income - . 622 - 622
Equities - 3,728 - 3,728
Total assets at fair value $228965 $ 83,094 $ - - $312,059
Liabilities
Interest rate swap $ - 8 497 $ - § 497
Total liabilities at fair value $ . - 3 497 § - % 497
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14,

2015 Fair Value Measurements

Quoted  Significant

Prices in Other Significant
Active Observable Unobservable
Markets Inputs Inputs
(in thousands) . (Level 1) {Level 2) (Level 3) Total
Assets
Cash and cash equivalents $103,118 $ - 3 - $103,118
Marketable securities
Certificates of deposit - 15,183 - 15,183
US government obligations 116,198 - - 116,198
Municipal bonds and ‘notes - 5,101 - 5,101
Corporate bonds and notes - 41,648 - 41,648
Assets limited as to use
Money market funds - 49,318 - - 49 318
Certificates of deposit ~ - 4,988 - 4,988
US government obligations 829 - - 829
Municipal bonds and notes - 3,019 - 3,019
Corporate bonds and notes - 515 - 515
Long-term investments
Money market funds 3,220 : - - 3,220
Fixed income , ' - 656 - 656
Equities - 3,682 - 3,682
Total assets at fair value $272683 $ 74,792 § - $347.475
Liabilities '
Interest rate swap $ - 3 588 § - $ 588
Total liabilities at fair value $ - 3 588 $ - $ 588

As of October 31, 2017, the System maintains a swap with a notional amount of $4,026,000 that is
set to expire on June 1, 2021. The liability was recorded within other liabilities and the related
change in value of approximately $192,000 was recorded in other revenue within the
accompanying consolidated statement of operations. The fair value of the interest rate swap is
based primarily on quotes from banks. '

Income Taxes

The System has income from certain affiliated organizations and operations which are taxable for
federal and state income tax purposes. The following entitie’s are included in the consolidated
group: East Texas Medical Regional Health Services, Inc., Centralized Credentialing Services, Inc.,
Healthfirst TPA, Inc., Graphics Plus, First Choice Management Services, Access Direct, MM
Solutions, Inc., Paramedics Plus LLC, Fleet Plus LLC and Health Benefit Network. These
subsidiaries follow ASC 740, Accounting for Income Taxes, which requires an asset and liability
approach for financial accounting and reporting of income taxes. At October 31, 2017 and 2016,
there was a deferred tax liability of $1,620,000 and $1,461,000, respectively, and at October 31,
2015 there was a deferred tax asset of $481,000. The increase in the net deferred tax liability
between Qctober 31, 2017 and 2016 and the decrease in the net deferred tax asset between
October 31, 2016 and October 31, 2015 is primarily due to temporary tax differences. As of
October 31, 2017, the System had taxes payable of $762,000. As of October 31, 2016 and 2015,

37



East Texas Medical Center Regional Healthcare System and Subsidiaries
Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

15.

the System had prepaid taxes of $1,372,000 and $25,000, respectively. In addition, the System
recorded income tax expénse related to its taxable operations of approximately $771,000,
$2,285,000 and $1,941,000 for the years ended October 31, 2017, 2016 and 2015, respectively.
The 2017, 2016 and 2015 expenses relate primarily to federal income tax. These amounts are
reflected in supplies and other expenses in the accompanying consolidated statements of
operations.

As of Qctober 31, 2017, ETMC had no uncertain tax pesitions. ETMC files tax returns in the

U.S. federal jurisdiction, Texas, Florida, Indiana, California and Oklahoma. ETMC is generally no
longer subject to U.S. federal, state and local income tax examinations by tax authorities for years
priorto October 31, 2010. The System’s policy is to include intefest and penalties related to
uncertain tax positions as a compenent of income tax expense.

Hospital Operating Agreements

The System leases the land and buildings operated by certain of its affiliated entities. Substantially
all leased premises and improvements revert back to the lessors upon expiration of the leases.
The net book value of the ieased premises and improvements totaled approximately $87,642,000,
$115,792,000 and $126,260,000 at October 31, 2017, 2016 and 2015, respectively.

Capital Lease Agreements

East Texas Medical Center Athens

On January 1, 1983, Athens leased all land, buildings, improvements and equipment from the
Henderson County Hospital Authority (*HCHA”), who had leased it from Henderson County, Texas.
The lease term is for thirty years.with a provision for six additional ten-year extension options which
may be exercised by Athens by giving six months notice prior to the initial lease ferm or any
renewal term. Athens exercised three of the ten-year extension options in November 2005,
extending the lease to December 31, 2042.

East Texas Medical Center Pittsburg

On December1, 1983, Pittsburg leased all land, buildings, improvements, and equipment from the
Camp County, City of Pittsburg, Texas, Hospital Board for an initial term of ten years with a
provision for two additional ten-year automatic extensions. On December 1, 2007, Pittsburg
entered into a new lease with Camp County, Texas. The new lease expires on October 31, 2037,

East Texas Medical Center Quitman

On June 1, 1998, Quitman leased substantially all land, buildings and equipment from Wood
County Central Hospital District for an initial term of ten years with a provision for four additional
ten-year extensions that were automatic. On November 1, 2011, Quitman entered into a new lease
with Wood County Central Hospital District. The lease expires on November 1, 2051 with a
provision for one ten-year extension which may be exercised by Quitman by giving twenty-four
months' notice. :

Lease obligations related to these capital leases are included in obligations under capital leases
disclosed in Note 11 — Notes, Bonds Payable and Obligations Under Capital Leases.
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Operating Lease Agreements

East Texas Medical Center Carthage

On December 1, 1997, Carthage leased substantially all land, buildings and equipment from
Panola County, Texas, for an initial term of ten years with a provision for two additional ten-year
extensions that were automatic. On November 14, 2016, Carthage renewed the lease extending
the lease to December 1, 2022 with unlimited renewal options. Either party may terminate the lease
agreement at any time, by giving 365 days written notice to the other party. Such lease requires the
performance of certain covenants including but not limited to new purchases and upgrades at the
hospital as needed and as financial constraints allow.

East Texas Medical Center Henderson

On June 1, 2009, Henderson leased substantially all land, buildings, and equipment from
Henderson Memorial Hospital for an initial term of fifteen years, expiring May 31, 2024. The lease
includes provision for four additional five-year extensions that are automatic unless 180 days
written notice is given by Henderson. Such lease requires the performance of certain covenants
including but not limited te new purchases and upgrades at the hospital in the amount of
approximately $15 million within the first four years. This requirement was met by June 1, 2013.0n
June 27, 2017 Henderson Memarial Hospital merged with Henderson.

Lease obligations related to these operating leases are included in minimum rental commitments
disclosed in Note.12 — Lease Commitments.

Commitments and Contingencies

Litigation

Malpractice claims have been asserted against the System by various claimants. The claims are in
various stages and some may ultimately be brought to trial. The System, with the assistance of its
professional insurance consultants, has considered these claims in arriving at the accrual for
self-insured medical malpractice, professional and general liability claims asserted and incurred but
not reported. This estimated liability is subject to change in future years as additional information
becomes available prior to ultimate settlement.

The System is a defendant in various leégal proceedings arising in the ordinary course of business.
Although the results of litigation cannot be predicted with certainty, we believe that the outcome of
the pending litigation will not have a material adverse effect on the System's consolidated financial
statements.

The United States and the State of Oklahoma, on behalf of the Department of Health and Human
Services, filed a lawsuit on January 23, 2017 against the System, Services and Paramedics Plus,
alleging among other things violations of the False Claims Act and the Anti-Kickback Statute. The
complaint alleges that the System and Paramedics Plus entered into an illegal kickback scheme to
obtain and retain an ambulance services contract with the Emergency Medical Services Authority
{EMSA), an Oklahoma public trust entity. Paramedics Plus had a contract with EMSA during the
period 1998 to 2013 for ambulance services in Qklahoma City and Tulsa, Oklahoma. The United
States alleges Paramedics Plus paid over $20 million in kickbacks to EMSA during the term of the
contract. On February 28, 2018, the System, Services and Paramedics Plus entered into a
memorandum of understanding with the United States and the State of Oklahoma that dismisses
all claims against the System contained in the lawsuit. Under the terms of the settlement, a
payment of $20.6 million will be made by the System to the United States and the State of
Oklahoma. Upon the execution of the sale to AHS East Texas Health System, LLC, $30.0 million
will be placed in Escrow which will be released to the System upon payment to the United States
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and the State of Oklahoma. The settlement payment does not constitute an admission of guilt or
wrongdoing by the System. A loss contingency for $20.6 million has been recorded in the financial
statements as of October 31, 2017 relating to this matter.

Credit Risks

Financial instruments that potentially subject the System to concentration of credit risk consist of
+ cash and cash equivalents and patient accounts receivable. Cash and cash equivalents used in

operations consist primarily of cash in financial institution checking accounts and cash held by

trustees under self-insurance funding arrangements and indenture agreements. U.S: Treasury

obligations and investments in money market mutual funds are also held by trustees under self-

insurance funding arrangements and indenture agreements.

At October 31, 2017, 2016 and 2015, the System had deposits in a major financial institution that
exceeded Federal Deposit Insurance Corporation insurance limits. We believe that credit risk
related to these deposits is minimal.

The System is located in Tyler, Texas, and operates in the surrounding east Texas area. The
System grants credit without collateral to-its patients, most of whom are local residents and are
insured under third-party payor agreements. The composition of net patient accounts receivable at
October 31, 2017, 2016 and 2015 is as follows:

2017 2016 - 2015
Medicare 32 % 33 % 27 %
Medicaid 6 7 6
Blue Cross .16 16 17
Other third-party. payors . 46 44 50
100 % 100 % 100 %

17. Related Party Transactions

The System maintains cash deposits and has approximately $6,104,000 in outstanding debt with a
financial institution- at October 31, 2015 and no outstanding debt with a financial institution at
October 31, 2016 and 2017. An officer of the financial institution is a director of the System. In July
2016, this board member resigned.

18. Functional Expenses
The System provides general health care services to residents within its geographic location.

Expenses related to providing these services for the years ended October 31, 2017, 2016 and
2015 are as follows:

(in thousands) - 2017 2016 2015
Heatlthcare services $ 911,428 % 841,803 % 786,972
General and administrative 96,758 93,057 87,652

$ 1,008,186 $ 034,860 $ 874,624
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19.

Discontinued Operations

In 2017, System management, along with the Board of Directors, began to consider possible
strategic alternatives related to the System's operations. Management committed to a plan to sell
substantially all assets and operations of the System and concluded that the disposal group met
the required criteria for classification as held-for-sale. In connection with meeting the held for sale
criteria, management additionally conciuded that the commitment to sell represented a strategic
shift that will have a major effect on the System'’s operations and financial resuits and would thus

be reported as discontinued operations.

The guidance within ASC 205 for the presentation of discontinued operations determines that in the

period that a discontinued operation is classified as held for sale and for all prior periods presented,

the assets and liabilities and the results of operations and gain or loss recognized on the

discontinued operation shall be presented-separately in the balance sheet and statement of
operations, respectively. As the components qualifying as discontinued operations represent
substantially all of the System operations, the assets and liabilities and related results of operations
of the discontinued operations are not collapsed and separately presented on the accompanying
consolidated balance sheets and statements of operations, but are disclosed within this footnote.

Components of assets and liabilities from discontinued operations consist of the following as of

October 31, 2017, 2016, and 2015:

' (in thousands) 2017 2016 2015
Assets
Current assets
Current portion of assets limited as to use 4,317 4903 3,471
Accounts receivable
Patient, net 83,624 85,531 80,551
Supplemental Medicaid receivable 12,375 10,486 19,592
Cther 8,781 11,899 7,743
Supplies 13,389 13,747 13,766
Prepaid expenses and other 12,737 10,935 10,943
Total current assets from
discontinued operations 135,223 137,501 136,066
Noncurrent assets
Property and equipment, net 307,124 378,759 396,173
Total non-current assets from
discontinued operations 307,124 378,759 396,173
Total assets from discontinued operations $ 442,347 516,260 532,239

41

J



East Texas Medical Center Regional Healthcare System and Subsidiaries

Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

(in thousands)

Liabilities
Current kabilities
Accounts payable and accrued expenses $

Total current liabilities from
discontinued operations

Noncurrent liabilities
Other liabilities

Total noncurrent liabilities from
discontinued operations

2017 2016 2015
72356 $ 72199 § 66,936
72,356 72,199 66,936

458 844 105
458 844 105
72814 % 73043 _$ 67.041

Total liabilities from discontinued operations 3

Operating results from discontinued operations consist of the following for fiscal years ended 2017,

2016 and 2015:
(in thousands)
Revenue $

Salaries and benefits
Professional fees and purchase services
Supplies and other
Depreciation, amortization, interest
and impairment

{Loss) Gain on discontinued operations $

2017 2016 2015
873014 $ 917114 $ 869424
523 250 507,583 478,311
131,220 127,571 113,310
221084 231,532 211,026
' 04,614 . 51,600 52,141
(97.154) $ (1,172) $ 14,636
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20.

Subsequent Events

Sale of Hospital and Texas-based EMS operations

On March 1, 2018, we completed the sale of EMS, Access Direct, Centralized Credentlalmg TPA,
MM Solutions and the assets and operations of each of the System's other subsidiaries as
described within Note 1 - Organization, with the exception of Paramedics Plus and Foundation, to
AHS East Texas Health System, LLC. The entities subject to the sale represent a significant
portion of our operations. Upon the execution of the sale on March 1, 2018, the System has been
renamed ETX Successor System and consists of the following remaining subsidiaries, as renamed:

o ETX Successor Tyler (“ETMC")

e ETX Successor Athens ("Athens”)

» ETX Successor Carthage {"Carthage”)

+ System Foundation (“Foundation”)

« ETX Successor Healthcare Associates (“501A™)

s ETX Successor Henderson (*Henderson™)

s ETX Successor Home Services (“Home Services”)

» ETX Successor Jacksonville (“Jacksonville™)

» ETX Successor Pittsburg (“Pittsburg”)

e ETX Successor Quitman (“Quitman”)

s ETX Successor Regional Health Services, [nc. (“Services™) and Subsidiary:
» Paramedics Plus LLC (“Paramedics Plus”)

» ETX Successor Rehabilitation Hospital (*Rehab”)

s ETX Successar Specialty Hospital (“Specialty”)

» ETXFlight Ambulance (*Air One”}

Paramedics Plus

On February 22, 2018 the System entered into ah asset purchase agreement with Paramedics
Logistics Operating Company, LLC to sell the assets and operations of Paramedics Plus. The
agreement contains a March 31, 2018 closing date for the completion of the sale and transfer of
ownership.

Settlement of liabilities and obligations

On March 1, 2018, the System defeased the remaining principal then outstanding, of the Series
2007A and Quitman bonds in the amount of $254.6 million. Additionally, in February 2018, the
System called and paid $33.0 million, representing all amounts outstanding under the Pittsburg and
Henderson revenue bonds. On February 28, 2018, the System purchased a loss portfolio transfer
insurance policy for $18.0 million, which provides insurance coverage for any medical malpractice,
professional or general liability claims incurred on or prior fo February 28, 2018. Additionally, the
System purchased extended tail coverage insurance paolicies on February 28, 2018 for $3.3 million,
extending its coverage for other various insurable exposures. The combination. of loss portfolio
transfer insurance and extended tail coverage insurance covers all existing or new claims which
may be brought against the System or its subsidiaries for events occurring prior to March 1, 2018.
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Notes to Consolidated Financial Statements
October 31, 2017, 2016 and 2015

Additionally, On February 28, 2018, the System, Services and Paramedics Plus entered into a
memorandum of understanding with the United States and the State of Oklahoma that dismisses
all claims against the System contained in the lawsuit. Under the terms of the settlement, a
payment of $20.6 million will be made by the System to the United States and the State of
Oklahoma. Upon the execution of the sale to AHS East Texas Health System, LLC, $30.0 million
was placed in Escrow which will be released to the System upon payment to the United States and
the State of Oklahoma. The settlement payment does not constitute an admission of guilt or
wrongdoing by the System. A loss contingency for $20.6 million has been recorded in the financial
statements as of October 31, 2017 relating to this matter.

Plan for dissclution

Upon the successful execution of management'’s plans to settle its remaining obligations and
liabilities, all remaining assets will be contributed to the Foundation which will-transfer all funds to a
charitable trust with the objective of supporting the healthcare needs in the East Texas community.
Itis anticipated that this process will take at least two years to complete. Upon the completion of
this plan, the System will be legally dissolved.

Evaluation ;

The System has performed an evaluation of subsequent events through March 14, 2018, which is
the date the financial statements were issued. There wera no other material subsequent events
requiring financial statement disclosure other than those discussed in the Notes to the
Consolidated Financial Statements.



e

pwec

Report of Independent Auditors

To the Board of Directors of
East Texas Medical Center
Regional Healthcare System

We have audited the consolidated financial statements of East Texas Medical Center Regional Healthcare
System and its subsidiaries as of October 31, 2017 and for the year then ended and our report thereon
appears on page one of this document. That audit was conducted for the purpose of forming an opinion
on the consolidated financial statements taken as a whole, The consolidating information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the consolidated financial statements. The consolidating information has
been subjected to the auditing procedures applied in the audit of the consolidated firiancial statements and
-certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolidated financial statements or to the
consolidated financial statements themselves and other additional procedures, in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the consolidating
information is fairly stated, in all material respects, in relation to the consolidated financial statements
taken as a whole, The consolidating information is presented for purposes of additional analysis of the
consolidated financial statements rather than to present the financial position, results of operations,
changes in net assets and cash flows of the individual companies and is not a required part of the
consolidated financial statements. Accordingly, we do not express an opinion on the financial position,
results of operations, changes in net assets and cash flows of the individual companies.

Dhsctartirfosae) Coshesa) LLP

Dallas, Texas
March 14, 2018

: PricewaterhouseCoopers LLP, 2001 Ross Avenue, Suite 1800, Dallas, Texas 75201
T: (214) 999-1400, F: (214) 754-7991, www.pwc.com/us
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East Texas Medical Center Regional Healthcare System and Subsidiaries

Consolidating Balance Sheet
October 31, 2017

(in thousands) System ETMC EMS Athens Carthage Falrfield Henderson Jacksonville Pittsburg Quitman
Balance Sheet
Current assets
Cash and cash equivalents $ 5324 § 6,330 % 34 $ 2304 $ s s $ 208 % (196) % 391 % 100
Marketable securities 145,208
Current portion of assets fimited as to use 50,417 - - - - - - 1,964 4,587
Patient accounts receivable, net of allowance for )
deubtful accounts - 39,569 2,769 6,825 1,405 2,625 2,345 2,456 1,788
Cther accounts receivable - - - - - - - - -
Supplies - 8,363 197 1,315 287 487 233 734 544
Prepaid expenses and other 10,644 2,793 1,017 473 356 562 2714 2,042 1,155
Total current assets 211,593 57,055 4,337 10,917 2,426 3,883 5,086 7.587 8,174
Assets limited as to use, net of current portion 14,505 - - - - - - - -
Long-term investrments - - - - - - - - -
Property and equipment, net 118,686 32,562 9,245 34,593 3,901 22,663 20,548 22,594 26,555
Other assets 79,697 387,260 a7 79,357 2 2 68 346 84
Total assets . 5 424481 § 476,677 & 13679 % 124,867 § 6,329 § 3 26,548 § 25712 § 30,627 $ 34,813
Liabilitles and Net Assets
Current liabllites
Accounts payable and accrued expenses $ 42,039 % 30,534 §$ 1,360 % 4641 § 1,107 $ $ 1072 $ 1311 % 2581 $ 2,348
Current portion of bonds payable 235,443 - - - - 3,740 - 30,696 34,558
Current portion of capital lease obligations 1,979 1,601 684 622 - - - 73 38
Supplemental Medicaid payable ) 3,438 (3,722) - {431} 1,357 276 615 3,911 2,055
Current portion of estimated malpractice costs 10,758 - - - - - - - -
Deferred revenue - - 720 - - - - - -
Estimated third party setlements - 1,013 - (82) - (80) (400) 29 (80)
Total current liabiliies 293,657 29,426 2,782 4,750 2,464 5,008 1,626 37,290 38,919
Estimated malpractice costs, net of current portion 11,738 - - - - - - - -
Bonds payable, net of current portion - - - - . - - . .
Capital lease obligations, net of current portion 1,486 1,915 407 731 - - - 25 -
Accrued pension - 28,580 - 4,523 - - - - -
Cther labilities 406,980 - 18,070 52,346 {15,859) 34,702 78,487 (769) 1,250
Tota! liahilities 713,859 59,921 21,259 62,350 (13,495) 39,710 80,013 356,546 40,169
Net assets '
Unrestricted (289,378) 416,956 (7.580) 62,517 19,824 {13,162) (54,301) (6,019) (5,356)
Temporarily restricted - - - - . i B A _
Péermanently restricted - - - - - - - - R
Total net assets (289,378) 416,956 (7,580) 62,517 16,824 (13,162) (54,301) {6,019) (5,356)
Total liablliies and net assets $ 424481 § 476.877 % 3 124,867 § 653290 § $ 26,548 § 25712 $ 30,527 § 34,813

13,679

The consalidating supplernental information of the ETMC System has been prepared in a manner consistent with generally accepted accounting principles and is presented only for purposes of additicnal analysis and not as a
presentation of financial position and results of gperations of each component of the consclidated group. The consotidating supplemental information was derived from the accounting records used to prepare the consolidated
financial statements. All material consolidating entries and intercompany eliminations have been properly recorded.
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East Texas Medical Center Regional Healthcare System and Subsidiaries
Consoclidating Balance Sheet

October 31, 2017

(in l;housands)

Batance Sheet
Current assets
Cash and cash equivalents
Marketable securities
Current portion of assets limited as to use
Patient accounts receivable, net of allowance for
doubtful accounts
Other accouns receivable
Supplies
Prepaid expenses and other
Total current assets

Assets mited as to use, net of current portion
Long-term investments

Property and equipment, net

Other assets

Total assets

Llabllities and Nest Assets
Current liabilities
Accounts payable and accrued expenses
Current portion of bonds payable
Current porgon of capital lease obligations
Supplemental Medicaid payable
Current portion of estimated malpractice costs
Deferred revenue
Estimated third party settlements
Total current abilities
Estimated ma'practice costs, net of current portion
Bonds payable, net of current pertion
Capital lease obligations, net of current portion
Accrued pension
Cther liabilities
Total liabiities
Net assets
Unrestricted
Ternporarily restricted
Permanently restricted
Tota] net assets

Total liabilities and net assets

Total
Rehab Home ETMCRH Comblned
Center Speclalty Trinity 501A Foundatlon Alr Gne Services Services Efiminations System
$ 190 $ 399 $ (;2,633) $ 2,805 $ 133 § 178 § 13,360 3§ - 3 29,878
145,208
- . - - - - 4,317 61,285
2,876 ‘2,796 5,866 - a7a 1,713 9,797 (76) 83,624
- - - . - - 8,781 8,781
137 157 - - - 21 914 13,389
96 12 2,245 3 21 117 1,648 (1,166) 24.732
3,209 3,524 5478 2,608 1,024 2,029 38,817 (1,242) 366,895
- - - - - - - 14,505
- - - 8,029 - - - 8,029
807 169 - 4,031 23 10,747 307,124
268 (15) - - (24) - - (540, 163) 6,979
3 4374 § 3678 % 5 5478 10,927 § 5031 § 2052 § 40,564 § (541,405) § 703,532
$ 1,086 § /4 5 $ 2448 % - § 337 §$ 474 § 11,459 § (1,241) § 101,908
- - - - - - - 304,437
- - - - - - 318 5,315
- - - - - - - 7,499
- - - - - - - 10,758
- - - - - - 158 887
57 (64) - - - - - 393
1,122 250 2,448 - 337 474 11,845 {1,241) 431,197
- - - - - - - 11,736
_ . R R - - 17,265 (17,126) 4,703
- . . - - - - 33,103
(42,291) (:’52,766) 82,623 3 6,122 (6,442) 458 (581.965) ™ 849
(41,169) {32,476) 85,071 3 5,459 (5,968) 29,668 {600,332) 481 588
45,543 35,154 (79,593) 2,895 (1,428) 8,020 19,896 58,027 213,915
- - - 5,005 - . - 5,005
- - - 3,024 - - - 3,024
45,543 36,154 (79,593) 10,924 (1,428) 8,020 19,896 58,027 221,944
$ 4374 & 3678 § 3 5478 § 10,027 § 5031 § 2052 % 49,564 § (541,405) § 703,532

The consolidating supplemental information of the ETMC System has been prepared in a manner consistent with generally accepted accounting principles and is presented only for purposes of additiorial analysis and not as a

presentation of financial position and results of operations of each component of the consalidated group, The consolidatin
financial statements. All material consolidating entries and intercompany eliminations have been properly recorded.
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g supplemental information was derived from the accounting records used to prepare the consolidated



East Texas Medical Center Regional Hc;,althcare System and Subsidiaries

Consolidating Balance Sheet
October 31, 2017

N Access Centralized M Elimination Services
(in thousands) Services Direct Credentialing TPA Solutions Paramedics Entry Combined
Balance Sheet
Current assels
Cash and cash equivalents $ 4589 $ 280 3 253 % 5551 % 333 § 2354 3% - % 13,360
Current portion of assets limited as to use - - - - - 4,317 - 4,317

Patient accounts receivable, net of allowance

for doubtful accounts - - - - - 9,797 - 9,797
Other accounts receivable 162 14 62 3,392 149 5,002 - 8,781
Supplies 581 - - - - 333 - 914
Prepaid expenses and cther 21 - 9 168 28 1,422 - 1,648
Total current assets 5,353 294 324 9,111 510 23,225 - 38,817
Assets limited as to use, net of current portion - - - - - - - [
Long-term investments - - - - - - - -
Property and 'equipment, net 43 9 13 . 728 5 9,949 - 10,747
Other assets - - 38,886 - . - (1,930 - - (36,956) -
Total assets § 44,282 % 303 % 337§ 7,509 § 515 § 33174 $  (36956) § 49,564
Liabilities and Net Assels
Current kiabilities
Accounts payable and accrued expenses $ 2871 $ 34 % 28 % 2950 $ 53 § 5433 § - $ 11,469
Current portion of capital lease obligations - ' - - - - 318 - 318
Supplemental Medicaid payable - - - - - - - -
Current portion of estimated malpractice costs - - - . - - - -
Deferred revenue - - - 158 - - - 158
Estimated third party setfements - - - - - - - -
Total current liabilities . . 29M 34 28 3,108 53 5,751 - 11,845
Estimated malpractice costs, net of current portion - - - - - ' - - _ -
Capital lease obligations, net of current portion 17,126 - - - - 139 - 17,265
Accrued pension - - - - ’ - - - -
Other liabiliies (21,629) (1,466) {447) 780 {265) 15,173 8,312 ‘458
Total ligbiliies . (1,532) {1,432) (419 3,888 (212) 21,063 8,312 29,668
Met assets )
Unrestricted . 45,814 1,735 756 4,021 727 12,191 - (45,268) - 19,896
Temporarily restricted - - - - - - . .
Permanently restricted - ) - - - - - . i} i}
Total net assets 45,814 1,735 756 4,021 727 12,111 (45,268) 19,896
Total liabilities and net assets $ 44,282 § 303 $ 337 % 7908 $ 515 § 33,174 % (36,956) $ 49 564

The conselidating supplemental information of the ETMC System has been prepared in a manner cansistent with generally accepted accounting principles and is presented only for purposes of additional analysis and not as a
presentation of financial position and results of operations of each compeonent of the consolidated group. The consolidating supplemental information was derived from the accounting records used to prepare the consolidated
financial statements. All material consolidating entries and intercompany eliminations have been properly recorded.
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East Texas Medical Center Regional Healthcare System and Subsidiaries

Consolidating Statement of Operations
October 31, 2017

(in thousands)

Income statement

Unrestricted revenue and other support
Patients service revenue (net of contractual
allowances and discounts)
Provisions for bad debt

Net patient service revenue less provisions for bad debt
Other revenue
Total revenue and other support

Expenses

Salaries and wages

Employee benefits

Professional fees

Supplies and other expenses

Purchased services

Depreciation and amortization

Held-for-sale impairment charge

Interest

Total expenses
Loss from operations
Nonoperating losses
Cther than temporary impairment on marketable securities
Revenue and other support in deficit of expenses
Defined benéfit persion adjustment
Unrealized losses on investments
Increase in unresfricted net assets

System ETMC EMS Athens Carthage Fairfield Henderson Jacksonville Pittsburg Quitman

5 - $ 387357 $ 33072 $ 96215 § 21221 $ (13) $ 40527 $ 35034 $ 28415 § 26,951

- {48,297) (12,138) {18,6086) (4,456) (580) (9,112) (5,040) {4,644) (4,338)

- 339,060 20,934 77,609 16,765 (593) 31,415 29,994 23,77 22613

74,361 12,086 4,901 1,508 1,618 (1,926) 1,428 1,228 908 497

74,361 352,045 25,835 79,117 18,383 (2,519) 32,843 31,220 24,679 23,110

25,164 125,976 16,429 28,398 7,040 682 8,579 10,238 9,601 8,052

6,237 37,889 3,476 7,179 1,849 177 2,287 2,595 2,931 2,115

9,219 15,640 1,337 7,507 2,540 436 3,787 4,684 4,901 4,024

32,034 137,313 5,581 25,503 5,433 363 13,938 10,709 6,960 6,206

9,208 24,396 1,462 5,894 1,898 217 4,206 3,040 2,406 2,267

6,942 10,788 2,192 3,662 723 67 2,632 1,803 2,656 2,557
57,748 - 1,000

3,802 5,520 70 2,420 2 1 362 1,269 1,643 2,161

150,354 357,522 30,547 81,463 19,485 1,943 35,791 34,338 31,098 27,382

. (75,993} (5,477) (4,712) (2,346) {1,102) (4,462) (2,948) (3.118) (6,419) {4,272)

{1,820)

(77,813) (5,477) (4,712 (2,346) {1,102) (4,462) (2,948) (3,118) (6,419) (4,272)

- 10,321 - 2,091 - - - - 623 -

301 - - - - - - - - -

$ (77512) § 4844 § (4712) § (256) § (1,102) $ (4462) $ (2948 $ .(3,118) $ (5796 $ (4.272)

The consolidating supplemental information of the ETMC System has been prepared in a manner consistent with generally accepted accounting principles and is presented only for purposes of additional analysis and notas a

presentation of financial position and results of operations of each component of the censolidated group. The consolidating supplementa! information was derived from the acoountmg records used to prepare the consolidated
financial statements. All material consolidating entries and intercompany eliminations have been properly recorded.

49



D

East Texas Medical Center Regional Healthcare System and Subsidiaries
Consolidating Statement of Operations

October 31, 2017

(in thousands)

Income statement

Unrestricted revenue and other support
Patients servce revenua (net of contractual allowances
and discounts)
Provisions for bad debt

Net patient service revenue less provisions for bad debt
Cther revenue
Total revenua and other support

Expenses
Salaries and wages

Employee benefits
Professional fees
Supplies and cther expenses
Purchased senices !
Depreciation and amortization
Held-for-sale impairment chiarge
Interest
Total expenses
Less from operations
Nonoperating losses
Other than ternporary Impairment on marketable securities
Revenue and other support in deficit of expenses
Defined benefit pension adjustment
Unrealized losses on investments

Inerease in unrestricted net assets

Rehab Hoeme ETMCRH Combined
Center Speclalty Trinity ED1A Foundation Alr One Services Services Eliminations System
24,406 S 15,562 § 4631 § 88,596 § - % 14,156 § 12480 $ 119,953 § - 948,563
- - {2,321) {21.233) - {5,397) {96) (60,035} {196,204
24,406 156,562 2,310 67,363 - 8,759 12,384 59,917 - 752,269
5,490 - {191) 16,344 1,385 3 5 87,357 {97 729) 109,170
29,896 15,562 2,119 82707 1,385 8,762 12,389 147,274 {97, 728) 861,439
14,638 5,674 2,293 74,666 - 2,591 8,204 76,238 424,481
2,817 996 471 8,277 - 433 1,434 17,626 93,789
267 160 1,334 13,992 - 345 54 8,172 (14,952) 63,447
6,940 2,908 1,076 16,976 1,340 662 1,583 28,431 (66,077} 237,877
3.121 4,993 770 4,471 11 4,533 827 8,839 (14,788) 67,773
222 30 185 10 - 796 10 4,518 39,693
- - - - - - - - £8,748
- - 2 - - 105 - 1,956 (1,914) 17.388
28,005 14,769 5,131 118,392 1,351 9,465 12,112 145777 (97,729) 1,008,186
1,891 803 {4.012) {35,685) 34 (703) 277 1,497 - (146,747)
- - - - - - - - {1,820
1,691 803 {4,012) {35,685) 34 (703) 277 1,497 - (148.567)
- - - - - - - - 13,035
- - - - - - - - 301
1,891 % 803 % 4012 § (35,685) $ M 5 (703) $ 277§ 1,497 & - {135,231)

The consolidating supplemental information of the ETMC System has been prepared in a manner consistent with generally accepted accounting principles and is presented only for purposes of additional analysis and notas a
presentation of financial position and results of operations of each component of the consolidated group. The.consolidating supplemental information was derived from the accounting records used to prepare the consolidated

financial statements. All material consolidating entries and intercompany eliminations have been properly recorded.
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East Texas Medical Center Regional Healthcare System and Subsidiaries

Consolidating Statement of Operations
October 31, 2017

{in thousands)

Income statement
Unrestricted revenue and other support
Patients senvice revenue (net of contractual allowances
and discounts)
Provisions for bad debt
Net patient service revenue less provisions for bad debt
Cther revenue
Total revenue and other support
Expenses
Salaries and wages
Employee benefits
Professional fees
Supplies and other expenses
Purchased services
Depreciation and amortization
Interest \

Total expenses
BExcess of revenue and other support over expenses

Defined benefit pension adjustment
Increase in unrestricted net assets

Access Centralized MM Paramedics Elimination Services

Services Direct Credentfaling TPA Solutions Plus Entry Combined
- - 3 - § - % - % 119,953 § - % 119,953
- - - - - (60,036) - (60,036)
- - - - - 59,917 - 59,917
7,316 769 579 11,427 1,602 65,664 - 87,357
7,316 769 579 11,427 1,602 125,581 - 147,274
1,190 174 262 3,588 695 70,327 - 76,236
468 76 a8 S05 173 15,905 - 17,626
137 73 114 (230) 153 7,925 - 8,172
2,221 259 98 4,993 252 20,608 - 28,431
342 46 53 799 186 7.413 - 8,839
1" 3 - 199 2 4,303 - 4,518
1,092 - - 62 3 798 - 1,955
5461 631 625 10,317 1,464 127,279 - 145,777
1,855 138 (46) 1,110 138 (1,698) - 1,497
1,855 138 § (46) % 1,110 $ 138 8§ {(1,698) § - 8 1,497

The consolidating supplemental information of the ETMC System has been prepared in a manner consistent with generally accepted accounting-principles and is presented only for purposes of additional analysis and not as a

presentation of financial position and resulls of operations of each component of the consolidated group. The consolidating supplemental information was derived from the accounting records used to prepare the consolidated
financial statements. All matertal consolidating entries and intercompany eliminations have been properly recorded.
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ACCOUNT MANAGEMENT TEAM OVERVIEW

Rachel Robertson

Rachel Robertson joined HealthFirst in 2013 as an account manager, and now serves as an account
executive. Responsible for generating new business, enhancing broker relationships and ensuring
growth of existing accounts, Rachel also consults and maintains relationships-with existing clients.
Serving as an advisor to clients, she is well-versed in cost containment and health-plan benefits. Prior to
joining HealthFirst, Rachel was an account executive for a pathology lab, maximizing opportunities using
her product knowledge and technical selling skills to make recommendations to clients and prospects.

Rachel holds a General Lines License for Life, Accident, Health and HMO and is a Certified Self Funding
Specialist.

Frances Brown

Joining HealthFirst in 2011, Frances Brown assisted clients and members in the Customer Service
department, serving as team lead, supervisor and assistant manager. Moving from customer service into
the appeals departiment, she handled provider/member appeals. Frances is now a part of the Client
Services team in her role of Client Coordinator.

Frances began her journey in the insurance industry with Aetna where she processed claims and
eventually transitioned to Customer Service, as team lead and mentor. She also has experience in cost
containment working closely with vendars, clients, providers and attorneys.

Trish Terrell

Trish joined HealthFirst in 2014 as the director of communications, responsible for external and internal
communications and events, including client and plan member education, digital communications and
marketing efforts. She also took a strategic role in the RFP process, developing new business and
retaining clients. In her current role, she manages the account executive/account management team
and oversees communications and marketing.

She earned her bachelor’s degree in journalism from the University of Missouri. She holds a Texas
Geneéral Lines Life, Annuities and Health license.

" Jolene Jackson

Jolene joined HealthFirst in 2004 to manage services that directly affect the health of our plan
participants. Her team of régistered nurses works closely with members and. performs case
management, utilization management, disease management, and health coaching. She also oversees
our population risk management program, which helps members at risk of developing.a serious health
problem control their conditions.



A registered nurse, Jolene has more than 30 years of experience in the healthcare industry, including
hospitals and HMOs. Jolene received a BS degree from East Texas State University and an MS in
healthcare administration from Texas Woman’s University.

Monica Bauman

Monica Bauman was promoted to Director of Plan Management. Her responsibilities include overseeing
claims processing, fund management, benefits eligibility, customer service, reinsurance and building
plans for clients. She started with HealthFirst in 1998 working in several departments unti! settling in the
fund management department. She’s been a department manager for five years. ‘

Denise Andrew

Denise Andrew was promoted to Director of Product Management. She is responsible for new product
development and research. In her new role, Denise will also help members better manage and
understand their health care plans by developing strategic reports and analytics and developing new
products to help clients hetter manage their plan costs. She will be responsible for overseeing
compliance and working with vendaors to always ensure members have the best products available in
the marketplace.

She joined HealthFirst in 2008 as an account executive and has more than 16 years of progressive
experience in the self-funded insurance industry, having previously held roles at PPO networks, a claims
software company and a large international consulting firm. She earned her BBA in business
management from Sam Houston State University.

Janis High

Janis High, marketing and communications manager for HealthFirst, has worked extensively in marketing
for more than 20 years. Working for companies in technology, education and healthcare sectors
provides her the-opportunity to understand clients’ needs from different vantage points. This, along
with career involvement with customer service and customer success, contributes to her responsibility
of creating meaningful messages for external and internal communications, client education, events and
other marketing efforts for HealthFirst.

Janis joined HealthFirst in 2018 and earned her BBA in marketing from Texas Woman's University.



HEALTHFIRST
P.O. BOX 132317
Tyler TX 75713-2317

Forwarding Service Re'quested

MEMBER NAME
MEMBER ADDRESS

Explanation of Benefits -

For the Service Period:
Dear MEMBER NAME ,

T
1036 5134

# HealthFIRST
TH_IS IS NOT ABILL

Group Name: COUNTY OF UPSHUR )
EOB:20190327-115
Date: 04/01/19
* Provider: JOHN F PRIDDY MD

J3YY | L1L,UZ0] 2 01 3

e

[DR-]

11.02k

Gluestions? Please contact HealthFirst Customer Service.
903-581-2600 or 866-219-1592
customerservice@hfbenefits.com
www.hfbenefits.com
Para obtener asistencia en espaiiol,
lfame al nimero de arniba.

GO GREEN! Visit www.hfbenefits.com to go paperiess. y,

01/22/2019 throug‘h 03/27/2019

The information below is 2 summary of the healthcare claims you incurred for the period 01/22/2019 through 03/27/2019.
This information is commonly referred to as an "Explanation of Benefits" (EOB). This is not a bill. :

.

Itis a summary, followed by the claim details, of how your recent claims were processed. It includes any copay, deductible,
coinsurance (%} or non-covered amounts that you may owe to the provider(s) of service. Use this EOB'to verify the accuracy
of any bill you may receive from the provider(s) listed below. If you did not receive service from the provider(s) listed below or
suspect fraudulent charges please contact the SIHO Member Services at the number listed above.

.

4 !
.y, Total Amount Billed
$4,157.20

Total Amount Paid By Plan
$1,239.51

Your Financial Responsibility

This is the total amount billed for the dates of service of 01/22/2019 through
03/27/2018. , '

r

This is the amount the plan paid in total for services rendered from 01/22/2019
thfrough 03/27/2019. Please see the “Claim Detail” section of this document for more
information. ’ '

This is the amount the provider(s) of service may bill you after your health plan
benefits were paid. Typically a plan participant may be billed by the provider of
service because they may have a deductible, copay, coinsurance (%), or the service
is not covered by the health plan. Amounts shown here do not reflect any payments

$968.56 made at the point of service. A breakdown of your total financial responsibility is
shown in the claim detail for each member. . o
If you receive services from a non-participating provider, your responsibility may be
greater than your financial responsibility noted above.
Reference info
Enrollee: MEMBER NAME
Group#: UPSH
Document No: Employee; MEMBER NAME Member 1Dz XXXXXXXXXXCKXX
Patient:| PATIENT NAME Provider: JOHM F PRIDDY MD Patient ID; XXXXXXXXXXX
i Dates of Procedure Billed Provider Ineligible Message Covered = Deductible Co-pay 'Paid Payment
Service Code Amount  Discount Amount Code By Plan Amount Amount At Amount
Gir22-01/22/2019  11044-RT,Q7 $805.00 $268.92 $268.92 ADP $536.08 $536.08 $0.00 0% $0.00
01/22-01/2272019 99213-25 $160.00 $90.27 $90.27 ADP $69.73 $0.00 $30.00 100% $39.73
01/22-01/22/2019 73630-RT £85.00 $46.84 $46.84 ADP $38.16 $3.78 $0.00  80% £27.50




Employee: MEMBER NAME

Document No:’

~

Member ID: XXXXXXXXXXX

Patient:: PATIENT NAME Provider: JOHN F PRIDDY MD Patient ID: XXOOO(XXXX
r Dates of Procedure Billed Provider Ineligible Message Covered Deductible Copay Paid Payment
. Service Code Amount Discount Amount Code By Plan Amount Amount At ' Amount
01/22-01/22/2019  L4386-KX,RT $198.00 $49.50 $49.50 ADP $148.50 $0.00 $0.00 80% $118.80
Column Totals $1,248.00 $455.53 $455.53 $792.47 $539.86 $30.00 $186.03
Patient Responsibility: | $60644 | e e et Net Peyment | 58853

Employee: MEMBER NAME

Document No:

Member ID: XXXXXXXXXXXXX
Patient 1D; XXXXXXXX

Patient:L PATIENT NAME Provider: ALEKSANDR KORNIYENKO MD
_ Datesof  Procedure " Billed Provider Ineligible Message Covered Deductible Co-pay Paid Payment
[ Service Code Amount Discount Amount Code By Plan Amount X Amount At Amount
01/25-01/25/2019 99213 $160.00 $85.00 - $85.00 ADP $75.00 $0.00 $30.00 100% $45.00
Column Totals $160.00. $85.00 $85.00 _$75.00 $0.00 $30.00 $45.00
Patient Responsibility: | $30.00 i Other cred":':t;: ::{f::;::i ssfs'ﬂ;]o '

Document No:' Employee; MEMBER NAME

Member 1D: XXXOOCXXXXX A
Patient 10 XOOGOIXXXX

Patient: PATIENT NAME Provider; JOHN F PRIDDY MD
Dates of Procedure Billed Provider Ineligible Message Covered Deductibte Co-pay Paid Payment
Service . Code Amount Discount Amount Code By Plan Amount Amount At Amount
02!19-02!19!2619_ 11042-RT © $289.00 $180.27 $180.27 ADP $108.73 $108.73 $0.00 0% *$0.00
02/19-02/19/2019 90213-25 $160.00 $90.27 $90.27 ADP $69.73 $0.00 $30.00 100% $39.73
Column Totals $449.00 $270.54 $270.54 $178.46 $108.73 $30.00 $39.73
R e e T ‘ Other Credits or Adjustments $0.00
Patient Responsibility:{  .$138.73 ] Total Net Payment | $39.73

Employee: MEMBER NAME

Document No:;'

Member 10z XX XXX

Patient:) PATIENT NAME Provider; TESSA VANNATTA NP Patient 1D: XXXXXXXXXX
Dates of Procedure Billed Provider .Ineligible Message. Covered Deductible ‘Copay .Paid Payment
[ Service Code Amount Discount Amount Code By Plan Amount Amount At Amount
03/14-03/14/2019 99213 $120.00 $50.27 $50.27 ADP $69.73 $0.00. $30.00 100% $39.73
Column Totals $120.00 $50.27 $50.27 $69.73 $0.00 $30.00 $30.73
‘Patient Responsibility: | $30.00 ] O e ot Nt Payment [ 53973
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Reference Infg E%
Enrollee: MEMBER NAME J
Group#: UPSH
p# [DR]
~ument No:| Employee: MEMBER NAME Member [D: XXXXXXXXXXXXX
. Patient:? PATIENT NAME Provider;: STEPHEN C SPAIN MD Patient 10: XXXXXXXXX
. Dates of Procedure Billed Provider Ineligibte Message Covered - Deductible Co-pay Paid Payment
Service Code Amount Discount Amount Code By Plan Amount Amount At Amount
03/14-03/14/2019 87804-QW $35.00 $17.48 $17.48 ADP $17.52 $0.00 $0.00 80% $14.02
03/14-03114/2019 §7804-QW,59 $35.00 $17.48 $17.48 ADP $17.52 $0.00 $0.00 80% $14.02
Column Totals $70.00 $34.96 $34.96 $35.04 $0.00 $0.00 $28.04.
- Other Credits or Adjustments $0.00
- - .y - Vi
Patient Responsibility: | $7.00 ] Total Net Payment |  $26.04
Reference Info
Enrollee: MEMBER NAME
Group#: UPSH
Documeﬁt'No:? Employee: MEMBER NAME Member 1D: XXXOOXXXX XX XX
!
Patient:; PATIENT NAME Provider: KEVIN A SHORT MD Patient 1D:; XXXXXXXX
Dates of Procedure Billed Provider Ineligible Message Covered Deductible Co-pay Paid Payment
Service . Code Amount Discount Amount Code By Plan Amount Amount At Amount
03/20-03/20/2019 73030-26,LT $39.00 $24.14 $24.14 ADP $14.86 $0.00 $0.00 100% $14.86
Column Totals $39.00 $24.14 $24.14 $14.86 $0.00 $0.00 $14.86
. R QOther Credits or Adjustments $0.00
Patient Responsibility: | $0.00 | Total Net Payment | $14.86
\
Enrollee: MEMBER NAME
. Group#: UPSH
7y
k"x_: ) 3
Document No:' Employee: MEMBER NAME Member 1D; JOOOXXXXX XXX
Patient:?. PATIENT NAME Provider: ROGER KENT WALKER MO Patient 1D; XXXXXXXX
Dates of Procedure Billed Provider Ineligible Message Covered Deductible Co-pay Paid Payment
Service Code Amount Discount Amount Code By Plan Amount Amount At Amount
03/20-03/20/2019 72040-26 $39.00 $21.15 $21.15 ADP $17.85 $17.85 $0.00 0% $0.00
Column Totals $39.00 $21.15 $21.15 $17.85 $17.85 $0.00 $0.00
R I Other Credits or Adjustments $0.00
Patient Resp0n5|blllty: { $1 7.85 1 Total Net Payment $0.00
Reference Info
Enrollee: MEMBER NAME
Group#: UPSH
Document No:{ Employee: MEMBER NAME Member 10:; XXXAXXXXAXXLX
Patient:g PATIENT NAME Provider: JOHN F PRIDDY MD Patient 1D: XXX XXX
Dates of Procedure Billed Provider Ineligible Message Covered Deductible " Co-pay Pald Payment
Service Code Amount Discount Amount Code By Plan Amount Amount At Amount
03/22-03/22/2019 11043-RT 1$566.00 $173.32 $173.32 ADP $392.68 $0.00 $0.00 80% $314.14
03/22-03/22/2019 99214-25 $200.00 $94.77 $94.77 ADP $105.23 $0.00 $30.00 100% $75.23
Column Totals $766.00 - $268.08 $268.09 $497.91 $0.00 . $30.00 $389.37
. ot ene . Other Credits or Adjustments $0.00
Patient Responsibility: i $108.54 ] Total Net Payment $389.37




Document No:]

Employee: MEMBER NAME

Member [D: )0()()()()(X)()()()(X)(ir - =

Patient: PATIENT NAME Provider: NANCY S LIEB MD Patient ID: XXXXXXX
B Dates of Procedure Billed Provider Ineligible Message Covered Deductible Co-pay Paid Payment
Service Code Amount Discount Amount Code By Plan Amount Amount At Amaunt
03/26-03/26/2019 99395 $287.00 $71.75 $71.75 ADP $215'.25 $0.00 $0.00 100% $215.25
Column Totals $287.00 $71.75 $71.75 $215.25 $0.00 $0.00 '$215.25
Patient Responsibility: | $0.00 ] Ot N oot 531525

Document No:{

Employee: MEMBER NAME

Member [0 XXXXXXXXXXXXX

’I
Patient:{ PATIENT NAME Provider: THOMAS J LAMBERT MD Patient (D: XXXXXXXX
' Dates of Procedure Biled ~ Provider Ineligible Message Covered Deductible " Co-pay Paid Payrment
Service Code Amount Discount Amount Code By Plan Amount Amount At ‘Amount
03/27-03/27/2019 99202 $148.70° $76.74 $76.74 ADP $71.96 $0.00 $30.00 100% $41.96
Column Totals $148.70 $76.74 $76.74 $71.96 $0.00. $30.00 $41.96
. I Other Credits or Adjustments $0.00
Patient Responsibility: | $30.00 | Total Net Payment | $41.96
Document No:¥ Employee: MEMBER NAME Member ID; XXXXXXXXXXXXX
Patient:! PATIENT NAME Provider: CLINICAL FATHOLOGY LLAB Patient 1D; XXXXXXXXXX
B Dates of Procedure Billed Provider Ineligible Message Covered Deductible Co-pay Paid Payment
Service Code Amount Discount Amount Code By Plan Amount Amount At Amount
03/27-03/27/2019 36415 $5.25 $0.75 $0.75 ADP $4.50 $0.00 $0.00 100% $4.50
03/27-03/27/12019 80053 $78.25 $56.66 $56.66 ADP $21.59 $0.00 $0.00 100% '$21.59
03/27-03/27/2019 80061 $90.75 $63.39 $63.39 ADP $27.36 $0.00 $0.00 100% $27.36
03/27-03/27/2019 81001 - - $29.25 $22.77 §22.77 ADP $6.48 $0.00 $0.00 100% $6.48
03/27-03/27/2019 82043 $138,50 $127.11 $127.11 ADP $11.39 $0.00 $0.00 100% $11.39
03/27-03/27/12019 83036 $82.00 $62.17 $62.17 ADP $19.83 $0.00 $0.00 100% $19.83
03/27-03/27/2019 85025 $41.50 $25.61 $25.61 ADP $15.89 $0.00 $0.00 100% $15.89
03/27-03/27/2019 87086 $79.00 $62.50 $62.50 ADP $16.50 $0.00 $000 100% $16.50
Column Totals $544.50 $420.96 $420.96 $123.54 $0.00 $0.00 $123.54
. I 1 Other Credits or Adjustments $0.00
Patient Responsibility: | $0.00 | Total Net Payment | $123.54

Document Nozl

Employee: MEMBER NAME

Member [D: XXXXXXXXKXXXXX

Patient: PATIENT NAME Provider: STEPHEN P RYDZAK MD Patient 1Dz JOCKXX XXX XXX
r Datesof _ Procedure Billed Provider Ineligible Message Covered Deductible ' Co-pay Paid Payment
Service Code Amount Discount Amount Code By Plan Amount Amount At Amount
03/27-03/27/2019 99386 $286.00 $170.00 $170.00 ADP $116.00 $0.00 $0.00 100% $116.00a
Column Totals $286.00 $170.00 $170.00 $116.00 $0.00 $0.00 $116.
Patient Responsibility: |~ $0.00 | e at et paymant | 51605
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Message Code/Description 1036318 "
_ADP ADP" - ACCESS DIRECT PLATINUM NETWORK DISCOUNT %
FAP - FAP - THIS IS A FINANCIAL ADJUSTMENT WITH ADDITIONAL PAYMENT
ISSUED. DR

-~y

4

“Accumulators Statement for the Benefit Year Payment Details
) Paid To Amaunt

Your current medical deductible satisfied is $0 ) CLINICAL PATHOLOGY LAB $123.54
Your current medical deductible satisfied is $17.85 STEPHEN C SPAIN MD $39.73
Your current medical deductible satisfied is $1000.00 UT HEALTH EAST TEXAS P $45.00
$0 AZALEA ORTH & SPORT CL $39.73
$0 AZALEA ORTH & SPORT CL $186.03
30 LAMBERT DERMATOLOGY CL $41.96
$0 STEPHEN C SPAIN MD $28.04
$0 AZALEA ORTH & SPORT CL $389.37
$0 UT HEALTH EAST TEXAS P $116.00
$0 TYLER CBSTETRICS & GYN $215.25
$0 TYLER RADIOLOGY ASSOC! $14.86

Appeal Rights

For ERISA plans, written request for review must be provided within 180 days after the member's receipt of an adverse benefit determination.
A member or authorized representative may also request to review documents pertinent to the claim. For Non-ERISA plans, a member or
authorized representative may appeal an adverse benefit determination if a claim that was not paid in whole or in part. To initiate an appeal,
the member or authorized representative must submit a request in writing to the HealthFirst address on this form. The request should include
the employer group name, the member's name and identification number, and the issues or additional documentation to be considered.
‘Written requests for review must be received within 60 days following this benefit determination (unless a longer period is so specified in the
Plan Document). Plan participants and beneficiaries are covered and benefits.are payable in accordance with the Plan Document, as
amended. Provider bills may be audited, adjusted, and/or repriced in accordance with the Plan document. The Employee Retirement Income
Security Act of 1974 (ERISA), and its appeal procedures apply.

Translation services are available upon request.
Servicios de fraduccidn estan disponibles bajo peticion.
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SUBMISSION FORM PERFORMANCE COMMITMENTS AND PENALTIES

CARRIER PROPQOSAL
Please give “at risk” amounts in percentages or dollars (whichever
applies) for each of the below commitment categories and list the
parameters surrounding the guarantee for each category:

Claim Time-to-Process

Call Center

Account Management
Network Discount

Claim Target Turn-Around Time
Clinical Management
Implementation

N W~

The guarantees included above are based upon the current plan of benefits.

ﬁ/@a#h Firet

Name of Organization

(oot o e

Signcg’rure of Officer
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EXHIBIT “D” -

PERFORMANCE GUARANTEES

Performance measurements delivered during at mid-vear and end-of-vear unless otherwise stated

SERVICE -
Medical

Defined Performance Guarantees

Performance
Guarantee

Percentage of
the

Administrative
Charge at Risk

Account
Management

HealthFirst will guarantee that the services provided
by the Account Management Staff during the
guarantee period will be satisfactory to the County of
Upshur, Via mid-year and end-of year responses fo an
Account Management Evaluation Tool, the County of
Upshur agrees to make HealthFirst aware of possible
sources of dissatisfaction throughout the guarantee
period. Each measured category will be given a
rating of 1 - 5 with 1 =lowest and 5 = highest.
HealthFirst will populate results for the evaluation tool

when received. If all surveys are not completed within |

15 days after being published, it will be assumed the
service provided is satisfactory and the guarantee is
met, If HealthFirst maintains an average evaluation
score of 3.0 or higher, no credit is due.

Average
evaluation
score of 3.0 or
higher.

2% of Admin Fee
- below ascore
of 3.0

Claims Processing

"+ Turnaround Time -
5 All Claims

Claims Processing Turnaround Time means the period
beginning on the date the Claim Administrator
receives a Claim for processing through the date the
Claim passes dll system edits and benefits are
approved or denied by the Claim Administrator, The
performance guarantee is measured as a percent of
all Claims processed within 30 calendar days.

Method of Measurement: The number of Claims
processed in 30 calendar days divided by the total
number of claims. Measurement is based on
Employer-specific Claims.

97.0%.- 100%
95.0% - 96.9%
0% -94.9%

4% of Admin Fee

- Applies only fo
clean claims for

below 95%

Claim Procedural &
Payment Accuracy

Claim Procedural and Payment Accuracy is defined
as fracked by existing external audit process currently
in place at HedlthFirst. The audit is across all groups
rather than being group specific but is random and is
a good gauge of HealthFirst performance in this area.
Itemns such as the following are measured:

1. Coding - incorrect clalm data entry.

2. Fdilure to adhere to the Employer’s health care
benefit program design.

3. Failure to adhere to the administrative procedures.

4, Syster generated errors, benefit progrc:mm:ng
errors, colculc‘rlon elrors.

97.0% - 100%
95.0% - 96.9%
0% - 94.9%

4% .of Admin
Fees - below 97%




5. Excluding:

a. Any administrative inaccuracies that do not
impact claims disposition cor customer reporiing;

b. Errors entered by providers of service;

c. Benefits provided to an ineligible claimant due to
the Employer’s failure to provide timely and accurate
eligibility information to the Claim Administrator.

Claim Financial

Claim Financial Accuracy

Accuracy Method of measurement is based on existing external
audit process curently in place at HealthFirst. The
audit is across all groups rather than being group
specific but is random and Is a good gauge of
HealthFirst performance in this area.
98.0%-100% | 4o of Admin
97.0% - 97.9% Fees for below
0% - 96.9% 7%
Customer Service Abandoned Calls are defined as calls, calculated
over the complete business day, that reach the
facility and are placed in a queue, but are not o 209 .
answered because the caller hangs up before a U%-3.0% 3% of Ac_jmln
: o o Fees at risk for
customer advocate becomes available. Any calls 3.1% - 5.0% abandoned
abandoned or terminated by the caller prior 1o 30 5.1% - 100% rates over 7%
seconds will not be counted as Abandoned Calis. )
Standard is measured using member calls across all
groups.
Clinical | Clinical Management guarantees to turn around pre- 3 day turn-
Management authorizations, if all iInformation necessary for review is around of 2% of Admin Fee
received, within 3 business days. pre- at risk
t authorizations
Impiementation ID Card Production & Distribution 95% of |ID
HedlthFirst guarantees that it will produce and mail coéﬂ?(;ogg:
956% of ID cards to plan participants prior to the P rior tg the 1% of Adrmin F
effective date of 10/1/2019 pending the recelpt of peffec Hve at rir;::n ce
complete, accurate and viable electronic enroliment date of
files in-house, to HealthFirst, by 9/1/2019. In addition, 10/1/2019

upon




plan design must be finalized at least 60 days prior to receiving
the effective date. complete,
T accurate
eligibility files
. by 9/1/2019.
SERVICE - Defined Performance Guarantees Performance | Percentage of
Network Guarantee the
Discounts Administrative
Charge at Risk
Claim Type Discount Guarantee (UT Health Providers Only)
Inpatient Due to differing uses of terms such as “eligible” and 75%

. “allowed”, we use the phrases PreDiscount and .
Outpatient PostDiscount. PreDiscount Is the amount of charges 72% lezezfcﬁﬂ;?n
Professional after any non-covered amounts have been removed. 40%

You should assume all PreDiscount amounts are
eligible for payment.
Total Fee(s) at Risk " 30%

Performnance Guarantee Conditions:
Performance Guarantees begin 90 days after plan effective date.

Performance Guarantees are measured mid-year-and end-of-year,
Performance Penalties will be credited on the invoice foliowing the mid-year and

end-of-year measurement.

Performance Guarantees are not in effect until a signed administrative service

contract is received.
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DEVIATIONS FROM SPECIFICATIONS

1. Does your organization agree to the Specifications as outlined in the RFP?2

2. Describe, in detail, any deviations from the specifications.

tealih Fire+

Name of Organization

(bt

Sich:’rure of Officer




SUMMARY CONDITIONS & SPECIFICATIONS

In submitting this proposal, the respondent agrees and certifies to the following
conditions:

1. Non-Inducement Statement: The respondent certifies that no employee,
representative or agent of the firm offered or gave gratuities in any form (gifts,
enfertainment, etc) to any County employee or elected or appointed County
official in order to secure favorable tfreatment or consideration in awarding,
negotiating, amending or concluding a final agreement for this proposal.

2. Non-Debarment Statement: The respondent hereby certifies that he/she is not
included on the U.S. Comptroller General's Consolidated List of Persons or Firms
currentily debarred for violations of various contracts incorporating labor
standard/provisions.

3. Validity Statement: If this proposal is accepted and a firm contract is entered, the
undersigned offers and agrees, within one-hundred twenty {120) calendar days
from the proposal date, to supply any or all items/services upon which prices are
offered at the designated point and within the time specified.

4. Non-Collusion Statement: The respondent hereby certifies that he/she has made
this quote independently, without consultation, communication or agreement, for
the purpose of restricting competition as to any matter relating to this proposal,
with any other respondent or with any other competitor.

5. Conflict of Inferest Statement: The respondent agrees that and warrants that no
employee, official, or member of the County Commissioners Court is, or will be,
peculiarly benefited, directly or indirectly, in this proposal or any ensuing contract

- that may follow. '

6. Conduct Statement: The respondent certifies by signing below that all of the
above statements are frue, and he/she has read the entire proposal document
and agrees o abide by the terms, certifications and conditions outlined.

7. Ethics Form: Form 1295, CIQ, HB 8% and SB 252.

Company Name: MHealdnCi FS‘I'I. Ph
Printed Name of Officer: ¢ y ndria Kilein

Title: (e f Operati m@ DiLicer
Email Address: cklein @ hi beneﬁ-‘\ . COM

Signature of Officer: /ZI(/)V)UMAK d/ ,QQ&F—




CONFLICT OF INTEREST QUESTIONNAIRE
For vendor doing business with local governmental entity

e
.. Acomplete copy of Chapter 176 of the Local Government Code may be found at http-//www.statutes.legis.state.tx.us/
Docs/LG/htm/LG.176.htm. For easy reference, below are some of the sections cited on this form.

Local Government Code § 176.001(1-a): "Business relationship” means a connection between two or more parties
based on commercial activity of one of the parties. The term does not include a connection based on:
(A} atransaction that is subject to rate or fee regulation by a federal, state, or lecal governmental entity or an
agency of a federal, state, or local governmental entity;
(B) atransaction conducted at a price and subject to terms available to the public; or
{C) a purchase or lease of goods or services from a person that is chartered by a state or federal agency and
that is subject to regular examination by, and reporting to, that agency.

Local Government Code § 176.003(a)(2)(A) and (B):
(a) Alocal government officer shall file a conflicts disclosure statement with respect to a vendor if:

i

{2) the vendor:
{A) has an employment or other business relationship with the local government officer or a
family member of the officer that results in the officer or family member receiving taxable
income, other than investment income, that exceeds $2,500 during the 12-month period
preceding the date that the officer becomes aware that
(iY a contract between the local governmental entity and vendor has been executed;
or
(iiy the local governmental entity is considering entering into a contract with the
vendor;
. (B) has given to the local government officer or a family member of the officer one or more gifts
that have an aggregate value of more than $100 in the 12-month period preceding the date the
officer becomes aware that:
(1) a contract between the [ocal governmental entity and vendor has been executed; or
(i) the local governmental entity is considering entering into a contract with the vendor.

Local Government Code § 176.006(a) and (a-1)
(a) Avendor shall file a completed conflict of interest questionnaire if the vendor has a business relationship
with a local governmental entity and:
(1) has an employment or other business relationship with a local government officer of that local
governmental entity, or a family member of the officer, described by Section 176.003{a){2)(A);
(2) has given a local government officer of that local governmental entity, or a family member of the
officer, one or more gifts with the aggregate value specified by Section 176.003(a)(2)(B}, excluding any
gift described by Section 176.003(a-1); or
(3) has a family relationship with a local government officer of that local governmental entity.
{(a-1) The completed conflict of interest questionnaire must be filed with the appropriate records administrator
not later than the seventh business day after the later of:
(1) the date that the vendor:
(A) begins discussions or negatiations to enter into a contract with the local governmental
entity; or
(B) submits to the local governmental entity an application, response to a request for proposals
or bids, correspondence, or another writing related to a potential contract with the locai
governmental entity; or
(2) the date the vendor becomes aware:
(A) of an employment or other business relationship with a local government officer, or a
) family member of the officer, described by Subsection (a);
< (B) that the vendor has given one or more gifts described by Subsection (a); or
- (C) of afamily refationship with a local government officer.

Farm provided by Texas Ethics Commission www.ethics.state.tx.us Revised 11/30/2015



CONFLICT OF INTEREST QUESTIONNAIRE FORM CIQ

For vendor doing business with local governmental entity

This questionnaire reflects changes made to the law by H.B. 23, 84th Leg., Regular Session. OFFICE USEONLY

This questionnaire is being filed in accordance with Chapter 176, Local Government Code, by a vendor who
has a business relationship as defined by Section 176.001(1-a) with a local governmental entity and the
vendor meets requirements under Section 176.006(a).

Date Received

By law this questionnaire must be filed with the records administrator of the local governmental entity not later
than the 7th business day after the date the vendor becomes aware of facts that require the statement to be
filed. See Section,176.006(a-1), Local Government Code.

A vendor commits an offense if the vendor knowingly violates Section 176.006, Local Government Code. An
offense under this section is a misdemeanor.

1] Name of vendor who has a business relationship with local governmental entity.

HealthFirst

2]

Check this box if you are filing an update to a previously filed questionnaire. (The law requires that you file an updated
completed questionnaire with the appropriate filing authority not later than the 7th business day after the date on which
you became aware that the originally filed questionnaire was incomplete or inaccurate.)

3] Name of local government officer about whom the information is being disclosed.

Cynthia Klein

Name of Officer

4] Describe each employment or cther business relationship with the local government officer, or a family member of the
officer, as described by Section 176.003(a)(2)(A). Also describe any family relationship with the local government officer.
Complete subparts A and B for each employment or business relationship described. Attach additional pages to this Form
ClQ as necessary.

A. s the local government officer or a family member of the officer receiving or likely to receive taxable income,
other than investment income, from the vendor?

[:I Yes No

B. Is the vendor receiving or likely to receive taxable income, other than investment income, from or at the direction
of the local government officer or a family member of the officer AND the taxable income is not received from the
local governmental entity?

D Yes Ne

Describe each employment or business relationship that the vendor named in Section 1 maintains with a corporation or
other business entity with respect to which the local government officer serves as an officer or director, or holds an
ownership interest of one percent or more.

N/A

EI Check this box if the vendor has given the local government officer or a family member of the officer ohe or more gifts
as described in Section 176.003(a){2)(B), excluding gifts described in Section 176.003(a-1).

',7/42//4

Sign#fure of vendor doing business with the governmental entity Dhte

Form provided by Texas Ethics Commission www.ethics.state.tx.us Revised 11/30/2015



CERTIFICATE OF INTERESTED PARTIES

AN

Form 1295
1ofl
1 complete Nos. 1 - 4 and 6 if there are interested parties. OFFICE USE ONLY
j Complete Nos. 1, 2, 3, 5, and 6 if there are no interested parties. CERTIFICATION OF FILING
i Name of business entity filing form, and the city, state and country of the business entity's place Certificate Number:
of business. 2019-511997
HealthFirst
Tyler, TX United States Date Filed:
Z Name of governmental entity or state agency that is a party to the contract for which the form is 07/01/2019
being filed,
County of Upshur Date Acknowledged:

g Provide the identification number used by the governmental entity or state agency to track or identity the contract, and provide'a
description of the services, goods, or other property to be provided under the contract.

2019-1001
TPA Services
s . Nature of interest
Name of Interested Party City, State, Country (place of business) (check applicable)
Controlling [ Intermediary
HealthFirst Tyler, TX United States X
2
L.
“f
§ Check only if there is NO Interested Party. I:l

& UNSWORN DECLARATION

My name is ﬂurr('&lld_ Kjeln , and my date of birth is Iyql//a/p
My address.is SE L@O '3;3 5{6 7/\//~€(’ . Tx 75’70/ U‘qu

(street). ’(city) {stata) (Zip code) (country)

1 declare under penalty of perjury that the faregoing is true and correct. D 7

( . Ny ><
Executed in 6m / % County, State of / , on the g day of 20/ Q

(month) (year)

ature of authorized agent of contracting business entity
(Declarant)

Forms provided by Texas Ethics Commission www.ethics.state.t.us Version V1.1.39f8039¢c




o

HOUSE BILL 89 VERIFICATION

L, COunthio Klein , the undersigned representative of
%—\_Cﬂ.l\‘\'\n{‘:\ Y<A hereafter referred to as “Company™; being an adult over
the age of eighteen (18) years of age, do hereby depose and verify under oath
that the company named above under the provisions of Subtitle F, Title 10,

Government Code Chapter 2270:

1. Does not boycott Israel currently; and
2. Wil not boycoftt Israel during the term of this contract.

Pursuant to Section 2270.0014, Texas Government Code:

1.  “Boycott Israel” means refusing to deal with, terminating business
activities with, or otherwise taking any action that is infended to
penalize, inflict economic hart on or limit commercial relations
specifically with Israel, or with a person or entity doing business in
Israel or in an Israeli-controlled territory, but does not include an
action made for ordinary business purposes; and

2. "Company"” means a for-profit sole proprietorship. organization,
association, corporation, partnership, joint venture, limited
partnership, limited liability partnership, or any limited liability
company, including a wholly-owned subsidiary, majority-owned
subsidiary, parent company or affiliate of those entities or business
associations that exist to make a profit.

(othin Cas

SignoWre of Company Officer

492019

Date



ACORLDY DATE(MMDDAYYY)
\& CERTIFICATE OF LIABILITY INSURANCE 0310112018
THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
.1 CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
* BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
" REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.
IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must have ADDITIONAL INSURED provisions or be endorsed. If w
SUBROGATION IS WAIVED, subject to the terms and conditions of the policy, certain policies may require an endorsement. A statemant on this 52 ’
certificate does not confer rights to the certificate holder In lieu of such endarsement(s). €
PRODUCER CONTACT 5
Aon Risk Services south, Inc. e X =
Franklin TN Office TAIC No. Exty:  (866) 283-7122 Tl No,); (80D) 363-0105 k]
501 Corporate Centre Drive E-MAIL o
suite 300 . ADDRESS: T
Franklin TN 37067 UsA
INSURER(S) AFFORDING COVERAGE . NAIC #
INSURED INSURER A: Ironshore Specialty Insurance Company 25445
AHP Health Partners, Inc.: INSURER B:
East Texas Health System, LLC Incl ]
gsglth Fi rs:‘: TPA, Inc. 200 INSURER C:
€. Southeast Loop, Ste .
Tyler TX 75701 usa INSURER D:
INSURER E:
INSURER F:
COVERAGES ) CERTIFICATE NUMBER: 570075245196 REVISION NUMBER: _
THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DQCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED -OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS. Limits shown are as requested
TR . TYPE OF INSURANCE ‘iNen Pules POLICY NUMBER s | e LIMITS
COMMERCIAL GENERAL LIABILITY EACH OCCURRENCE
[ DAMAGE 1O RENTED
| cLams-mape D OCCUR PREMISES (Ea oceumence)
MED EXP {Any one perscn)
PERSONAL 8 ADV INJURY o
GEN'LAGGREGATE LIMIT APPLIES PER: GENERALAGGREGATE §
POLICY feer Loc PRODUCTS - COMPIOP AGG 2
OTHER: . 8
R - COMEBINED SINGLE LIMIT it
™ | AUTOMOBILE LIABILITY ot -
ANYAUTO BODILY INJURY { Per persan) 2
1 owNED . sAtl:,l_irggULED BODILY [NJURY (Per accident) ©
AUTOS ONLY ~ &
— NON-OWNED PROPERTY DAMAGE b
I it AUTOS o';lu.v (Per accident) %
@
UMBRELLALKE | -| occur EACH OCCURRENCE o
[ | excessuds. -|-CLAIMS MADE AGGREGATE
DED| [RETENTION ™.
WORKERS COMPENSATION AND PER | OTH-
EMPLOYERS' LIABILITY YIN STATUTE ER
ANY PROPRIETGR / PARTNER / EXECUTIVE EL. EACHACCIDENT
OFFICER/MEMBER EXCLUDED? NiA
{Mandatory In NH) EL. DISEASE-EA EMPLOYEE
DESATTION OF OPERATIONS below ~ E L DISEASE POLIGY LIMIT l—
A | ManageCare Liab 003475600 03/01/2018(08/04/2019|Each Claim $3,000,000|—
claims Made SIR $25, 000NN
SIR applies per policy terpms & conditions Aggregate £3,000,000

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES (ACORD 101, Additional Remarks Schedule, may be attached if mare space is required)

CERTIFICATE HOLDER CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE
EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN ACCORDANCE WITH THE

. POLICY PROVISIONS.
Georgia Office of Insurance and AUTHORIZED REPRESENTATIVE
safety Fire Commissioner
. west Tower, Ste 708

Y 2 Martin Luther King Jr. Dr. ‘% % . ._90 j
Atlanta GA 30334 USA f_% m% ey

R TAESTRTEL A AT TR

' ©1988-2015 ACORD CORPORATION. All rights reserved.
ACORD 25 (20161/03) * The ACORD name and logo are registered marks of ACORD



DATE(MMIDDIYYYY)

ACORD CERTIFICATE OF LIABILITY INSURANCE ox012019

THIS CERTIFICATE 1S ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS MO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
GERTIFICATE DOES NOT AFFIRMATIVELY -OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

—FAPORTANT. I the certificats holder is an ADDITIONAL INSURED, the policy(ies) must have ADDITIONAL INSURED provisions or be endorsed. if
SUBROGATION IS WAIVED, subject to the terms and conditions of the policy, certain policies may require an endorsement. A statement on this
certificate does not confer rights to the certificate holder in lieu of such endorsement(s).

CONTACT
PRODUCER NAME:

Holder Identifier .

Aoh Risk Services South, Inc. PHONE FAX
Franklin TN office ' TAIC o, Ext: (BG6) 283-7122 flG., Noy: (800) 363-0105
S0l Corporate Centre bBrive E-MAIL
sui t% 300 206 AUDRESS:
A
Franklin TN 37067 US INSURER(S) AFFORDING COVERAGE NAIC #
INSURED INSURER A: Ironshore Specialty Insurance Company 25445
AHP Health Partners, Inc.: INSURER B:
€ast Texas Health System, LLC Incl NSURER G-

ggglth Fi r‘sﬁ TPA, Inc. 200
E. Southeast Loop, 5te NSURER D:
Tyler Tx 75701 USA sy

INSURER E:
INSURER F:

COVERAGES CERTIFICATE NUMBER: 570075245195 ‘ REVISION NUMBER:

THIS IS TO GERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN 1S SUBJECT TO ALL THE TERMS,

EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS. Limits shown are as requested
ek TYPE OF INSURANCE ADDISUERT POLICY NUMBER e mmmvm LvITS
COMMERCIAL GENERAL LIABILITY EACH GCCURRENCE
| CAMAGE TO RENTED
| CLAIMS-MADE |__—l OCCUR PREMISES (Ea occumenca)
MED EXP {(Any one person)
PERSONAL & ADV (NJURY v
GEN'LAGGREGATE LIMIT APPLIES PER: GENERALAGGREGATE §
POLICY D fgg; D Loc PRODUCTS - COMPIOP AGG g
o
OTHER: _ o = g
COMBINED SINGHE LIM =
AUTOMOBILE LIABILITY Es accident) ﬁ e B
&
] anyAuTO BODILY INJURY §Per peridd) = 2 ~i.
[ | QUmED [ | SCHEQULED BODILY INJURY [Per accigeny) | | et -
| |autosony | |AuTos bl 20 = =0 :3 g
HIRED ALTCS NON-QWNED PROPER GE O [ ny i = = g
L onLY || autos oney {Per sccident) Q =
< BT | £
— - -3 -]
UMBRELLA LIAB OCCUR A | =EZ o
EXCESSUAB | | CLAMS-MADE N 2
—..—-—T-'_
oep|  [revenTion (&7
WORKERS COMPENSATION AND PER e
EMPLOYERS' LIABILITY YIN STATUTE
ANY PROPRIETCR / PARTNER / EXECUTIVE E.L EACH ACCIDENT
OFFICERMEMBER EXCLUDED? NiA
{Mandatory in NH) EL DISEASE-EAEMPLOYEE
|Fyas, describe under
DESERIPTION OF GPERATIONS below E L DISEASE-POLICY LIMIT
A | ManageCare Liab 003475600 03/01/2018|08/04/2019{Each Claim $3,000,000
Claims Made SIR $25,000
SIR applies per policy terfis & conditions Aggregate $3,000,000

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES {ACORD 101, Additional Remarks Schedule, may be attached if mora space is required)

HealthFirst RX Solutions, Access Direct, MM Salutions, Inc. and centralized Credentialing services are included as additional
Insured in accordance with the policy provisions of the Managed care Errors & Omissions Liability policy.

CERTIFICATE HOLDER CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFQRE THE
EXPIRATION DATE THEREOF, NOTICE WILL BE DEUVERED IN ACCORDANCE WITH THE
POLICY PROVISIONS, .

G Pt LA

HealthFirst TPA, Inc. AUTHORIZED REPRESENTATIVE

821 ESE Loop 323, Suite 200
A st Foreiines et Sona

Tyler TX 75713 usa
©1988-2015 ACORD CORPORATION. All rights reserved.
ACORD 25 (2016/03) The ACORD name and logo are registered marks of ACORD




