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STATE OF OHIO 35 North Fourth Street, 1%

O A Floor
FFICE OF THE UDITOR Columbus, Ohio 43215

JiM PETRO, AUDITOR OF STATE Telephone 614-466-4514
800-282-0370

Facsimile 614-728-7398

Board of Trustees
Medical College of Ohio
Toledo, Ohio 43614

We have reviewed the Independent Auditor's Report of the Medical College of Ohio, Lucas
County, prepared by Ernst & Young LLP, for the audit period July 1, 1999 through June 30,
2000. Based upon this review, we have accepted these reports in lieu of the audit required by
Section 117.11, Revised Code. The Auditor of State did not audit the accompanying financial
statements and, accordingly, we are unable to express, and do not express an opinion on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected by
the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor
of State, regulations and grant requirements. The Medical College of Ohio is responsible for
compliance with these laws and regulations.

JIM PETRO
Auditor of State

November 28, 2000
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REPORT OF INDEFENDENT AUDITORS
OM BASIC FINANCLIAL STATEMENTS AND
SCHEDULE OF EXPEMDITURES OF FEDERAL AWARDS

Baard al Tresiees
Madical College al Ohio

We have audiled the accompanying balance sheels of the Medcal College of Ohio {see Note 1) as of
June 30, 2000 and 1599, and the related stataments of cument funds revenues, expendiures and othar
changes and changes o fund balances lor the years then ended. These fnancial slalements are the
responssility of managemant Cur responsiblify = Lo exprass an apinion o0 these financial statements
based on our audils

W conducied o Budits in accordance with generally accepbed auditing standards and ihe slandards
apphcatle to Bnancial statement audits contained in Government Auditing Standards, issued by the
Compirolier General of the United States. Those standands require that we plan and perform the audd
o obizin reasonabde assurance aboul whether ihe financial statermanis are free of matenal
misstalement. An audh includes examining, on & l=af basls, evidence supporting the amounts and
disciosures i the financial sislements. An audit also mcludes assessng the accounling principles
used and signficant estimates made by management, &5 wel as evaualing te overall financial
statement presentation. We bolicwe that our audits provice & reascnable basis for owr opinien,

In owr opnion, the fnancial statements refermed 1o above present feidy, in &l metenal respects, the
financial position of the Medical College of Ohio as of June 30, 2000 and 1989, s cument funds
revenues, expenditures and other changes, and the changes in its fund balances for the years then
ended in conformity wilh generally accepbad accounbing prnciples.

In accordance with Govamment Auditing Standards, we have also isswed reports dated Seplember 29,
2004, on our considerabion of the Madical Colege of Chio's intermal control over financial reparing and
our tesis of its compliance with cenain provisions of laws, confracts, and grands. Thal report is an
integral part of an audi perfcrmed in accordance with Government Audiling Standards and should be
pead in conjunction with fhis report in conssdering the resuits of our audit.

Char udits ware mase for the purpose of forming an opinion on the basic finencial sialements of the
Madical College of Ohio taken as a whole. The accompanying Schedule of Expendiures of Federal
Awards for the year ended June 30, 2000, i presentad for the purpose of addilional analysis as
required by U.S. Offica of Managemani and Budget Circular A-133, Audss of States. local
Governments, and Mon-Profit_Organizatipns, and is not a required pan of the basc fnancial
statements. Such information has been subjectad to fhe procedures apphed in the audit of the basic

financial sialements and, in cur opinon, = fairly presented in all material respects in refation to the
basiz financial statermants taken as & whole,

[guwﬂf + WF
Septembar 28, 2000
)

Fronl & Young 0P i & seimbe of Ereat & Yoang inferfuioeal. D
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MEDICAL COLLEGE OF OHID
NOTES TO FINANCIAL STATEMENTS
Yoar Ended June 30, 2000

HOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting and Reporing Principles

The Medical College of Ohio (MCO), a component wnil of the Siate of Ohis. is a nonprefit, state-
supported medical school operatng in Toledo, Ohio. Its financial statements have been prépaned on an
accrual basis in accordance with govermment acoountng pnnciples. Resources for various purposes ang
classified into funds in accordance with specifled activibes or objectives with separate accounts
maintained for each fund. For reporting purposes, funds with similar characteristics are combined in
fund groups and financial ransachons are recorded within such fund groups.

Cument funds consist of the educabonsi and genersl, designated, enterpnse, hospial. subsidzed
programs and restricled funds, These funds include all funds which are available for cument general
operating purposes. Pursuant to Govemmental Accounting Standerds Board (GASE) Statement No. 20,
Accounting and Financial Reporfing for Propriedary Funds and Ofher Govermmenisl Enfities That Use
Propnetary Fund Accounting, MCO has elested not to apply the provisions of all relevant
pronouncemeants of the Financal Accounting Standards Board (FASB), mcluding those issued after
Wowemiber 30, 1985, for its proprietary funds, The designated funds are available for educabonal or
hospital purposes in compBance with management or Board restrichons. The enferpnse funds are
available for the operation of auxkary business operations. In 1898, MCO created a subssdized program
fund i account for those cosis which cannot be spacifically allocated and fo provide academic suppori
to the College. The resfricted funds are available for current operating purposes in compliance with
donor and granfor restrictions. Revenues relating 1o resiicted funds are recognized o the extent
expended for the specified purpose, Any varance |s reflecied as an addition (deduwction) to the cumen
restncted fund balance.

Hospital pabent service revenue B recorded sl esteblished reles and is reduced by contractual
allvwances and adjustments (representing the difference between estabished rates and amounis
recered under the provisions of third party peyment formulas),

Loan funds inciede resources available for loans to students. Loans granted are receivables of the fund
unlil repaid, &t which time the money becomes awvailable for new loans. A portion of the loan fund
balances are alocations of unrestricted funds regresenting the matching funds provided in accordanca
with the requirements of Fedaral Student Loan Programs.

Plant funds are established for acguistion of kong-lved assets, repairs and replacemeant &nd appaoved
capital projects.

Inventories
Inventories are stated af tha lower of cost or markel Cosl is determined an an aversge cost basis.

Investmonts

Investments are made in accordance with policies of the Board of Trusiees of the Medical College of
Ohia. The types af mvestmens thal may be purchased by the institution include United States treasury
obligations, certificates of deposit, bankers acceptances, corporate notes and bonds, money marked
funds, government sgency sscurties and commercial paper.  Investments qualifying as “defvatives”
migy not be purchased.

Froparty, Plant and Equipment

Property, plant and equipment are recorded at cost or, if acquired by donation, at appraised valwes. |n
accordance with generally accepled government sccouniing principles for colleges and universibes,
depreciation is not provided,



MEDICAL COLLEGE OF QOHIO
HOTES TO FINANGLAL STATEMENTS
Year Ended June 30, 2000

When a capiial asset wilhin the plani fund & sold or otherwise disposed of, any proteeds are credited to
the unexpended plant fund. To the extent that current funds are used to finance plant assats, the

amounts %o provided are sccounted for as nonmandatory transfers from the current fmds 1o the plant
funds

Grants and Contracts

MCO receves grants and coniracts from federal. state and privale agencies to fund research and other
activities. Grants and contracis genesally provide for the recovery of direct and indect costs, MCO
recognizes revenues associated with grants and contracts as the related costs are incurred.  Indirect
cosl recovery is recorded as a percentage of direct costs at negoliated fixed rates. Revenues recaived
under grants and confracts are subject to the examination and retroacive adyueeiments by the awarding
agency

income Taxes
MCO is exampl from ncome t@ees under Section 115 of the Internal Revenue Code.
Use of Estimates

The preparabion of financial statements in conformity with geanerally accepled accounting principles
requires management io make estmales and assumptions that affect the reported amounts of assels
and kiatdities and disclosure of contingent asseis and liabilites at the date of the Anancial stalements
Estsmates also affect the repored amounts of revenues and expenses dufng the reporing period
Actusl results could differ from those estmates

MCO is & state-supported instiubion of higher education which receives a student-based subsidy and
other subsidies from the Siate of Ohio (the Stale). These subsidies are detarmined biennially and
released annually based upon allocations devisad by the Ohio General Assembly and the Ohio Board of
Regents

in addition to subsidies, the State provides capital appropriations for construction of mapor plant facilties
on the campus. The financing of construction ks obtained by the Slate throwgh issuance of State revenue
bonds. State funds are pledged for repaymant of the revenue bonds, [n the event these funds are
insufficient 1o retire the revenue bonds, a pledge exists 1o assess a special student fee 10 students of
state assisted inatitutions of higher education. As & result of this financing amangement, the oulstanding
deibd retating to the revenue bomds is not included in MCO's bedance sheats.

Siate capdsl appropriations are not reflected on MCO's financial statements until expended by the Stata.
When expended, capital appropriations are recognized as additions in the unexpended plant fund and as
expanditures for capital asditions.

NOTE3 - RELATED ORGANIZATIONS

The Medical Colege of Ohio at Toledo Foundabion (Foundation) is an Qhio not-lor-profit corporation
deemed to be exampt from income taxes under Section 501{C)3) of the Intemal Revenue Code. The
Foundation is organized prmarily for the purpose of supparting the ectivities of MCO and is directed by &
geparate Board of Trustees, unrelated to the MCO Board of Trustees. The assets of the Foundation
ware genaraied from gifts and grants made directly to the Foundation and nod from any pubic funds of

1=



MEDICAL COLLEGE OF OHIO
HOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2000

MCO; accordingly, the accounts of the Foundation are not incleded in the financial statements of MCO
For the years ended 2000 and 1999, respectively, the Foundation pad approximately $398.000 and
$£334,000 to MCO as reimbursement for personnel and payroll related costs, rent for use of MCO
facilities, and cther administrative costs.

Associated Physicians of the Madical Collage of Ohio (APMCO) is a for profit entity, operating under a
separate Board, organized to provide physician services at the Medical College Hospitals. Amounts
received from APMGCO for the use of hospital facilities and suppor services are ncluded in Other
Hospital Revenues. MCO does not hold any ownership in APMCO and, therefore, the assats and
ligbilities of APMCO ane not reconded n the accompanying financial statemsnts.

NOTES4 - 1 -]

Cash and investments are accounted for on 8 pocled bass. Amounts reportéd on the balanoe sheels
represent each fund's share of pooled cash and iwestments. MO0 employs the shared method of
accounting for pooled cash and investments and for proportonate distribulion of incorme 1o each fund
wikh equsty in the poal

The bank batance of cash deposits was $1,431,848 at June 30, 2000. Of the balance, up to $100,000 =
insured by federal depository insurance and the remainder is uninsured but collateralized by poais of
securities pledged by depository banks and held in the name of the respective banks. Differences
batwean bank balances and carrying walues of cash result from checks issued but not presented fo the
bank for payment

In 1988, MCO adopted Governmaental Accounting Standards Board Staterment Mo. 31, Accounting and
Financial Reporting for Cartain Investments and for External Investment Pools, which requires that
invesiments in equity securiies wilh readiy delerminable fair values and all nwvestments in debd
securles be measured af fair value. Fair value |s delermined based on quoted market prices.

Investments are steted ai market value al June 30, 2000 and 1888, Investments are nol insured or
registered in MCO's name but are held in safekeeping by MCO's custodial bank's trust department
whose records identify MCO's ownership. Pooled cash and investments with a maturity of three months
of less are considersd to be cash equivalents,



MEDICAL COLLEGE OF OHIO
MOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 20400

__June 30,2000 _June 30,1993
Market and Marked and
_Camying Valua ing Yal
Cash:
Cash Deposils g 40273 $1,701, 542
Bank Owerdrafs (1,718, 700) {4,381, 7T5)
C-ash Equivalents:
Money Market Funds 3,836,694 167 913
Imvesstmants:
L5, Government Obligations 8879221 16,080, 367
Conporale Mabes 21,411,388 26,039 4486
Band 1,000,140 1,009,550
Bankers Acceptance - 1,000,000
Accrued Inferas] Recenable 480,270 __B49.208
Total Pooled Cash and Investmants $34,029.261 $42.266.270

Gross unrealzed gains and losses on US. government cbligations, corporate notes and bonds were
$32.911 and 5858, 787, respectively, at June 30, 2000

A summary of cash batances by fund s as follows:

Fiscal 3000 Fiscal 1999
Educational and Gemesral $6.270.441 $ 5435285
Designated - Educational and General 6,887 436 6,05 406
Entenprise Dperations 653,334 TET 614
Subsidized Programs 343 490 219,827
Restricied 2472757 2,714 sar
Hospétal 10,204,275 20,005,859
Dasignated - Haspital 50,783 103,840
Plant 6,268,200 6,360,625
Loan —ET8.655 520017
Total Pooled Cash and Investments $34.029.291 542,266,270

NOTE 5 - RETIREMENT PLANS

MCO participates in the State Teachers Retirement System of Ohio (STRS) and the Public Employees
Retirerment System of Ohio (PERS) and altemative retirement plans (ARF) as defined by Ohio Revised
Caade, Section 3305 and Am. Sub. House Bill 585, These plans are statewide cost-shaning, multiple-
employer public retiremant systems administered and controlied by the State of Ohio. The State of Ohio
issues annual plan financial reports which can be obtained by contacting the appropriate state office.

Participating employees ane entitied to retirement benefits payable for life, equal to 2.1% per year of

credited service imes the final average salary (the average of the three highest yeans of eamings) up 1o
30 years. The 31* year of eamed service credit is calculated at 2.5%. An additional one-lenth of a
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MEDICAL COLLEGE OF OHID
HOTES TO FINAMCIAL STATEMENTS
Year Ended June 30, 2000

percent is added to the calculation for every year over 31 yeam. Farticipating empicyees may ratire at
age 60 with at least fve years of credited service, at age 55 with at least 25 years of credited service or
a any Bge with at least 30 years of credited senice. Farticipating employees retiring with less than 30
years of service or at less than age 65 receive reduced benefits. STRS limis the maximum annual
benafi to the greater of 100% of the partcipant's final average salary or the parbcipants liletima
contribution plus inerest at specified rates matched by an equal amount of empioyer contribuled funds
divided by an actuarially detarmined annuty factor. Relirernent benefits vest with five years of credibed
sarvice STRS and PERS alsa provide health care, survivor and disability benefits

Stale iaw provides for employer and employee contributions o STRS and PERS based on actuanaly
determined rates. The Ohic Retirement Study Council determines the ARP rates and the Ohio
Department of Insurance approves ARP camiers. Senate Bill 346 established a revised PERS disability
program.  PERS members were given the opportunity (o elect coverage unger the original or nevised
disability program. Anyone hired after July 29, 1892, is automatically covered under the revised
disability program. The revised program was designed to be cost neutral, thecefore, does not affect
PERS funding. There were no material changes in actuarial assumptions, benefl provisons, actuanal
funding methods or other significant factors in fiscal years 2000, 1999, and 1958, The coninbution rates
for fiscal years 2000, 1999, and 1898, were as lollows:

Fiscal Fiscal Fiscal Fizcal
2000/1999/1008  2000/1999/1998 2000 2000
STRE FERS ARP-5TRS ARP-PERS
Employer. 14.00% 13.31% 8% T31%
Employes: 9,30% 8.50% 8.3% 8.5%

Contributions made by employees arg 85 follows:

1988 1999 2000
STRS $2,205.653 $2497180 52412315
ARP-STRS $ 373,260
PERS $7.095189  §7.318538 57096071
ARF-PERS $ 652,048

1998 1888 2000
STRS $3318384 $3762404 § 3573130
ARP-STRS $ 321,084
PERS $11,121,489 511475028  $11,028,303
ARP-PERS § 560,778

During fiscal year 1993 and fiscal year 1996, MCO's Board of Trustees approved the adoption of the
§TRS Early Retirement incentive Plan. The plan allows faculty members whe meet cerain eligibilty
requirgments to elect early retirement and the College to purchase up o five years of service credit in
the plan for the retiring emplayes.

Accrued liabiliies include §1,343,304 and $2,407,852 at June 30, 2000 and 19809, respectively, related

b earty retirement incentives. Tha liability will b2 paid in annual installments, with interest, through 2001.
Educational and general fund balance was allocated for eary retirement incentives which will be

3
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HOTES TO FINANCIAL STATEMENTS
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transferred o unreserved fund balance as eadfy relirement incentives are incurred.  The change in
allocated fund balance for fiscal 2000 and 1999, was as follows:

June 30, 2000 June 30,1908
Balance at beginning of year 2407 B52) $(3.472,308)
Princspal payments made for Early Retrement
Incentives 1,064 458 1,064 457
Balance at end of year $(1,343 354} §[2 407 BS3}

NOTEE - CAPITAL COMMIT

MCO leases ceraln facilibes and data processing, pateni care and other equipment under vanous
poncanceiable operating lease agreemsants. Total operating lease expense was 3872,000 in 2000 and
£1,351.000 in 1999, AL June 30, 2000, MCO was committed to fulure minimurm opsraling lease
payments of $315,000 in 2001, $281,000 in 2002, 5280,000 n 2003, $122.000 in 2004, and 553,000 in
2005

&t the exgiration of vanous patient cane equipment leases, MCO has the option to make 8 termination
payrment, purchase the equipment at fair market valug or extend the kease term.  Fulure minimum
pperating lease paymants include 5437 000 in terminabon payments relsted o these wase agreaments

MCOD has capital lease obligations of 52184779 and 52863387 at June 30, 2000 and 1999,
respectvely. The cost of the assets recorded under capital leases as of June 30, 2000, is 35,250,083,

Minimurm lease payments at June 30, 2000, by year and in the aggregate, under capital keases are as
Tollows:

2009 $1.342 388
2002 545 558
2003 330,778
2004 130,003
2005 J0.7TET
Mt minimum lesse payments $ 2,379,522
Less amounts reprasenting interest _[184 T43)
Present value of lease paymants 52184778

Contracts have been entered inlo for capilal construction projects in an amounl Spproximating
%14 703.000. The esiirmaied cost o complete construction in progress at June 30, 2000, = 52,145 000,
the majarity of which will be funded by capital appropriations from the State of Ohia,
HOTET - HOSPITAL FUNDS

A reconciliation of the fund balances reporied in separately issued financial statements of the Medical
Coflege Hospitals to hospital fund balances included in the accompanying financial statements is as
follows

SLE



MEDICAL COLLEGE OF OHIO
HOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2000

June 30,2000  June 30 1
Fund balances repored in the separately issued financial
slatemenis af the Madical College Hospilals S108a.B22 77T F113054 712
Add acoumulated depreciabion _BB102 505 81,014,302
Total hospital lund badances included in the accompanying
financad sialements 5§186,925 382 5184 565 104
Hospital fund balances ncluded in:
Curnent unrestncted funds 5 26,067,965 5 32623814
Unexpended plant fund 5,035,000 1,516,310
Irvestment in plant 165821417 180678, 980
Total kospital fund balances incleded in the accompanying
financal stalemants $196 025 382 3194 556,104

NOTES - MALPRACTICE MATTERS

MCO is self-insured for the first 31,000,000 of loss per cccurence with an annual aggregate Bmit of
53,000,000 for malpractice and general liability, and mantains umtrefla insurance coverage that covers
any excess liabiity on a claims made basis.  Setflement amounts have nol exceeded insurance
coverage for each of the past three fiscal years

In accordance with the terms of the insurance policy, MCO maintams a self-insurance trust Investments
hebd i trust are comprised of U5 government securiies and conporate bonds with a markat value
which epproximates cost at June 30, 2000, These investments are held in safekeeping by MCO's
custodial bank’s trust department. These securities ane regisiered in the bank's name with intarmal bank
records identifying MCO"s ownership,

ik June 30, 2000 and 1992, MCO has accrued 53,003,207 discounted &t 8% and 2,844, 70T discountad
gk B%, respectvely, for asserted and unassaried claims, based on MCO's expenence and studies
performad by a consulting actuary. WHh respect o pending malpractice claims and legal action whone
BMCO & a defendant, # is the opinion of managemant et any potential EbdEty in Such actiong will not
materially afect the financial position of MCO.

Jung 30, 2000 June 30, 1999

Malpractica Liability at Beginning of Year $2.844,707 $2,980,395
Provesion for Incurred Claims 780,000

Payments for Claims 631,500} [135.6B8)
Malpractice Liability at End of Year 33003207 52844 707

-15-



Madical Cotdege ol Ohie
Sohedule gl Experdiunes of Federal Awarts
Fiscal ¥ear Enced Jure 30, 2000

FY2000
lﬂ CFOA# Expenditures
STUDENT FIMAMGIAL AID
HPSLPCL DiHH 03,3437 ZT.STEDD
Excepiional Financial Maed EFN DA 93820 34 528 00
Scholarihips Disadvaniaged Students 505 DHH 93925 50,1 80000
Fadaral Perine Loan Program UDE B4 03A 101,138.00
Fadaral Work Sludy UDE B D3 130, 033,12
Total Stusent Financial Aid 383,42%.12
RESEARCH & DEVELOPFMENT
Borepy ol Lasd Masagament oo 153231 IZIE41.47
Dwpanment of fhe Amy 0DoD 12420 50.40
Emviranmenial Profecion Agency EPA 5A_B08 8.121.35
EPA 8BBS00 35,174 31
EP# 88,500 1,657 .54
Hatonal Canss siiuie DHH BA.CMBST4T 21818867
OHH 53, CNESTEL 14380
OHH 23, CHES1458 12872 n
[OHH 03, CHES1ES 102 006 34
D 93.CRa5118 12538407
DHH B3.CHNT5102 509387
DHH BI.CMNTE108 10823015
OHH B.CNTE104 {B42.23)
DHH B3.CMNBES10T 108,771.39
Mabenal Instiuies. of Mealth DHH 93,388 188,733,198
OHH =x N 160,592 28
[HH 23,304 T3 342.50
DH 23.857 187 23852
DHH 3554 280,548 32
DHH 93838 121,964 58
DHH 93 821 12 400 84
o 83381 AI3T.047 04
Tk B3.361 B2, 180,84
DiHH 83855 38832
DHH B3 .8E2 121,798,765
OHH 53837 0.0
OHH B3.058 338 T18.6T
JalE ] £y A58 232 o058 TH
DHH 23,580 (38. 22}
BHH 93.B50 107 27083
CHH 23113 44 14483
i 93,353 258 B4R TD
CiHH 83306 82 ATS A0
DHH 03308 103, 458 B8
DHH 63,356 134ATT 41
OHH  £3.888 12244363



Medical Colegs af Ohis

Schedule ol Expenditures of Fedemnl Awards

Frcal Year Endsd Jurs 30. 2000

Py 2008
Agency CFOA M __Expenditures
DHH 23837 164, 707 150
DHH 893847 4581630
OHH #3384 118, 180,42
el o] B2 BT X3 880 88
OHH G313 A TEITE
OHH B3 B40 14, 785,38
{71 S <5 e =T 13,870 B4
DOHH 23868 2371588
DOHH  93.837 G530 54
DOHH 93637 &, 19084
o4 A2 E3IT 408 85087
ODHH  samss 204 B2E .13
DHH  BR3TE 187,615.13
[ TS = B - 007}
DM =3 383 ¥Hearp a2
DHH 83858 arrat
Dk 83173 172 887 55
] 83113 134543
OHH 53856 488 107 18
DHH 53837 04 62
DHH 53278 133,877.27
DHH  S3ET 14 B6TDED
OHH 93278 21533598
DHH 83173 B3, THA1G
OHH B354 145 338 51
OHHH 53856 &2 B2 00
DHH  F3B4T A71,TTARD
DHH  E38as 30,E38.65
DHH 83353 14 427 58
OHH 53 FTIEaC0043 4642921
OHH  93.DKEI2400 138,732 85
DOiH BACHE5111 [ R
Wahoral Sianza Founsalion HEF 47074 TE.2X35.497
HSF AT 0T T1.T28.37
MSF AT 0T 734290
HEF &7 074 41 966 90
HEF 47074 12386508
Pgis By
Pisssivams Labs DHH  ELAES 10,108,558
Bassen Unssecsity Medical Candr D EB68 27.085.10
Casa ¥Wasiem Lintmndy DHH  B3.385 ES58.01
Eastern Coopaiia Onoology Group DHH 93.385 S13.07
Henry For Heaih Sysiems OHH  53.883 113,887 55)
Massschusais Insifde of Technaiegy DOHH 831123 146 572.83
Hational Chiidren's Cancer iraifsia DOHH B335 558378
Wational Children's G Instiios DHH  B3.385 5,164,866
Fuescmptor Pro Ins DHH  G3.A5E 10, e, TS
Recmpior Pre Ino DHH 53865 5.180.61
Eesdanion Anplication intemationsl Com OHH  =ARD 190043
Unkssrsity of Caitemis-San Disgo DHH  B3.B58 13, 7R850
Lintwerity & Cincnnes OHH  B33E3 158.231.82
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Medical Colsga of Ohio
Sehaduks of Expandilures of Fedeml Awards
Fiacal Year Ended June 30, 2000

Fy20on
Agency CFDA# Expenditures
Unisamssy ol lows OHH 2837 355 450,70
Univeraity of Mg en NEF 4T 074 80,3501
Uisiveraity of Rochesser DHH  ELE3S 353.504
Urnarsily of Tolsss DHH  93.837 5.958.00
Uinivesrsity of Texas Heath Science Caiviar OHH 93335 45,504 76
Watarans Wedical Resesrch Foundalion DHH  B1858 110845 18
Wiashingion Linkersty OHH 53121 25207384
WWwpne State Unrersty OHH BT 39,303,659
Taotal Research & Development £ 10,412,480.27
OTHER:
Heaith Besources and Seraces Bdmnaraton DHM 93.%50 4713032
Lkl 03 &p8 70O 880 87
DiHE 83,984 154, 1248 B4
DHH 83181 1A7, 74104
DHH 93,407 B2 33 88
DHH 93378 133.006.05
CiHH F3.BE5 118 B4 4T
OHH §3.398 273004
Malbisnal Canosr Insinue OHH 53383 3863
Hational Inatrutes of Heath OHH BT S 1 1,408, 35
(2121 23,278 20800
HiH-Mabonal Library o Midcne CHH  S3.4E7-MITOZITS V36138
i BIETE 183,484 2%
Pass Fru
Bgwiing Grean Siale Linsyseesy DHH 53968 94487 00
Usiveriity of Minch DHH B3.87Te 3 520068
Cisis Deparmmant of eakh UDE  B4.181 5 548 B3
O0H 530904 14, 100.00
[alz | Brate 51,471,648
D B3 817 2,78 50
Communiy Mestal el Senaces CHH  93.858 417 580.76
Vo G SR
Total Lxpendiberes of Faderal Awarcs £ 72000 3 12,758,084 85
Agancy Ky
DEH- Dspartment of Health & Human Services
Ce0i0- Owpartment of Defense
Dod- Department of interor
EPA- Environmental Protection Agency
MHEF- Hationsl Bebbndes Foundation

UDE- Deparimont of Education



MEDICAL COLLEGE OF OHIO
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2000

Basis of Presantatio

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
actvity of the Medical College of Ohio and is presented on the accrual basis of accounting. The
informabon in thiz schedule is presented in accordance with the requirements of OME Circular A-
133, Audits of States. Local Governments. and Mon-Profit Organizations. Therefore, some
smounts presented in this schedule may differ from amounts presented im, or used in the
preparation of, the basic financial statements.

Family Education Loan Program

Medical College of Ohio acts as the mtermediary for students cbtaining Family Education loans
from lending institutions, The kending institution is respansible for billings and collectkans of the
loans. The Medical College of Ohio assists the lending institutions by processing the applications
and forwarding checks from the lending insttutions to the students. Loans advanced to students
during the fiscal year ended June 30, 2000, totalled $13,555,242

Health P ons Student Loan P

Revolving loan funds are established to maintain Health Professions Student lbans. Repayment
of principal and interest are deposited back into the program for new loans. The Medical College
of Ohio is responsible for administering the program, including the approving, disbursing, and
collecting of the loans. Since July 1, 1893, Health Professions Student Loan funds have been
awarded in the form of Primary Care Loans and Loans for Disadvantaged Studenis. As of June
20, 2000, outstanding loans under bath programs totalled 51,436,750,

Federal Perkins Loan Program
Revolving loan funds are also established to maintain Perkins ioans, Repaymeants of principal
and interest are deposiled back into the program for new loans. The Medical College of Ohio is

responsible for administering the program, including the approving, disbursing, and collecting of
the loans. As of June 30, 2000, cutstanding Parkins loans totalled 53 442 981,

-1%-
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REPORT OF INDEFENDENT AUDITORS O
COMPLIANCE AND ON INTERMNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDAMCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trusteas
Medical Collage of Ohig

Wia have audied the financial statements of the Medical College of Ohio as of and for the year ended
June 30, 2000, and hawe issued our report therson dated September 29, 2000, We conducted owr
audit in accordance with generally accepted auditing slandards and the standands applicable o
financial audits contained n Government Audiing Standards, issued by the Compirolier General of
the United States

Compliance

As parl of obtaining reasonable assurance aboul whether the Medical Caollege of Ohla's financaal
stalements are free of meterial misstetement, we perdomed tesis of its compliance with ceran
prowisions of laws, regulabons, conlracts and granis, noncompliance with which could hive a direcl
and mabterial eMect on he deterrrenation of financial staterment amounts.  However, providing an
opinian on compliance with those provisions wes not an objective of cur awdit and, accordingly, wa

do not express such an opinion, The fesults of our tests disclosed no nslances of noncomplisnce
that are requined 1o be disciosed under i dardg.

internel Caontrol Crver Financal Reppring

In planneng and performing our audit, we considered the Medical Collega of Ohio's intemal contral
ower financial reporting in ofder lo deberming our auditing proceduras for the purpase ol expressing
our opinean on the financial statements snd not to provide assurance on the intermal control over
financial reportng. Our consideration of the intemal conatred over financial reportng would rod
necessanly disciose all matters in the internal contral over financial reporting that might be matersal
weaknesses. A matenal weakness is 8 condition in which the design or operation of one o momn of
the internal control componenis does nol reduce 1o a relatively low level the nisk thal misstsiements
in armounts that woulkd be materal in relaban to the financial statements being audited may ooow and
not be detected within a Bmely period by employess in the normal cowse of pefdorming (hed
assigned functions, We noled no matbers invalving the intemal control over financial reparting and ils
aperation that we consider fo be material weaknessas.

This regort & Intended solely for the nformation and use of the Board of Trustess, managament.
federal awarding agencies, state agency, and pass-ihrosgh enliies and is nol intended o be and
should nof be used by anyone other than these speciied pearties.

Mf MLP

Brnsd & Young P s & reeiber of el & Young inlemaoonal. Lid

September 29, 2000
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REPORT OF INDEPENDENT AUDITORS OK
COMPLIANCE WAITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERMAL CONTROL OVER COMPLIANCE
IH ACCORDANCE YWITH OMB CIRCLILAR A-133

Baoard of Trustess
Medical Collega of Ohio

Comoliance

We have audded the complisnce of the Medical College of Ohio with the fypes of complance
requiemeants described in the U5 Ofice of Management and Budget (OMB) Circular A-133
Compliance Supplement that are sppicabla to each of its major federal programs for the year anded
Juna 30, 2000, The Medical College of Ohic's major federal programs ane identified in the summary
of audilor's results section aof the accompamying Schedule of Findings and Cuwestoned Costs.
Comphance with the requirements of Bws, regulations, conlracls. and grants applicable 10 each of its
majer federal programs s the responsability of the Medical College of Ohio's management. Our

responsdility = fo egpress an opinion on the Medical Colege of Ohio's complance based o our
audit

‘Wi conducted owr sud of compliance n eccordance with genenally accepied auditing standards; the
standards apphicable to financial audils contained in Governmen! Audibing Standards. lssued by [he
Comptioller General of the Uniled States; and OMB Circular A-133, Audits of States, Local
Governmenis, and Non-Profit Crganizatons. Those standards and OMB Circular A-133 require thil
wa plan and perform 1he audil 1o oblain reasonable assurance abouf whether noncompliance with thea
types o compliance requirements refermed o above that could have a direct and materal effect on a
miajor federal program occurted. An audit includes exsmining, on & best basis, evidente abou! the
Medical College of Ohic's complianca with those requirements and performing such other procedures
as we consigened necessany in the circumstances. \We believe thet our sudd provides & reasonable
basis for our opinion. Our audit does not provide a legal determmation on the Medical Cobege of
Ohin's compliance with those requiremenis.

In owr opinion, the Medical College of Ohio complied. in all matenal respects, with the reguiremeants

referred fo Bbave that are epplicable to each of its major federal programs for the year ended June
30, 2000,

intermal Centrol Over Complance

The management of the Medical College of Ohio is responsitle for establishing and maintaining
affective intamal control ower compliance with requirements of laws. regulations, confracts, and
grants applicable 1o federal programs. In planning and perorming our audlf, we considered the
Medical College of Ohio's internal control over comgliance with requirements thal could have & direct
and malerizl effect on a major federal program in order to determine ouwr audiing procedures for the

m#mwwmmmhﬂtlﬂﬂ report an intermal conrdrmal over
comgliance in accordance with OMB Circular A-133.

“Z]e
Eirat & Young e i 4 memsber ol Brnig & Young istematonal, Lid
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Our consideration ol the imternal condrel over complance would not necessarily disclose all matters in
ive internal control that might be material weaknesses. A material weakness is a condition in which
the design or operation of one or more of the intemal control compenents does not reduce io a
refativaly low kevel the risk thal noncompiiance with applicable requirements of laws, regulations,
contracts, and grants that would be material in relation to a major federal program being audited may
occur and not be delecied within & timely period by employees in the normal course of performing
their assigned functions. We noted no matters involving the internal control over compliance and ils
pperation that we consider to be malerial weaknesses.

This repor is intended solely for the information and use of the Beard of Truslees, management,

federal awarding agencies, and pass-through entiies and is nof intended to be and should not be
used by anyone ather than these specified paries

Samet ¥ m.u.r
Septermber 29, 2000



MEDICAL COLLEGE OF OHIO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Jur 30, 2000
Part | - Summary of & ults
Financial Statement Section
(i) Type of auditor's repor issued:
(i} Imbarreal control over financial reporting:

Material weakness|es) identified?

Raportable condition{s) identified not considered
1o be material weakness(es)?

{(11] Moncompliance material to financial statements noted?

Federal and State Awards Section
{vii)  Dallar threshold used to determine Type A programs:
[ix} Audites gualified as low-risk audites’?
v} Type of auditor's report on compliance for magor programs
(W)  Internal control over compliance:
Material weakness(es) identified?

Were reportable condition|s) identified nol considered

unqualified

—_— T A__no

a5 A no

yes X __no

3 569

% yes no
unguakfied

] X mo

to be material weakness(es)? yes _ X no
iwvi) Ay audd findings disclosed that are required 1o be reported
in accordance with Circular A-133 (Section .510{a))? yes _ X na
{vii) Identification of major programs;
—CFDA Number(s] _ Name of Federa| Programor Cluster
Wanous Research and Development Cluster

Warious Student Financial Ald Cluster
93.958 Community Mental Health Services
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Part Il - Schedula of Financial Statemant Findings
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Part il - Schedule of Federal i pd Cosis
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REPORT OF INDEPEMDENT AUDITORS

Board of Trugless
Madical Callege of Ohio

We have audited the accomganying balance shests of the Medical Coliege Hospitals (Hespital Funds
of the Medical College of Ohia, & earmponant unit of e State of Ohio, - see Moate 1) 25 of June 30,
2000 and 1988, and the related statements of rowenue and expenses and changes in fund balance
and cash flows for the years then ended These financial statements are the responsibilty of

management. Qur responsibiity is to expfess an opinion on these financial statements based on our
BLdits.

We conducted our audits in accordance with generally scceptéd audiing standards.  Those
slandards require that we plan and perlorm the audit to obtain reasonable assurance aboul whethes
the Fnancial siatements are fres of matenial misstatement.  An audit includes examining, on a lest
basis. evidence supporting the amounts and disclosures in the financial statements.  An audil also
inciudes assessing the accounting prnciples used and significant estmates made by managament,
as well a3 evaluating the owerall financial staterment presentation. ¥e believe that ow audits provide
a reasonsble basis Tor our opinion.

As discussed in Nate 1, the financial statements present only the Hospital funds and are not intended
to presently fairly the financial position of the Madical College of Ohio, and the results of its
operations in conformity with generally accepted accounting principes.

In our opinion, the financial statements referred 1o above present fairty, in all material espocts, the

financial position of the Medical College Hospitals as of June 30, 2000 and 165%, and the results of
its operations and its cash flows for the years then ended in confoamity wilh genersilly accepiad

accounting prnciples.
éw-ﬂ.’,‘ 8 WF

Sepiember 29, 2000

Erves & Young e 8 a member of Ermil & Yourg International, Lad



MEDICAL COLLEGE HOSPITALS

BALANCE SHEETS

Current Assols
Cash and Cash Eguivalents
Inwagtmarts
Accouris Fesabiabie, Mel
fuccruad Infarest Receivabéa
Invamiories

Prepaid Expansa
Total Current Assats
Property, Plant and Equipment
Propamy, Plant and Equipmant &t Cost
Less Accumulaied Deprecaticn
et Property,. Plant and Equipmant
Dher Assals
Selfelriurancs Trust Investmans
Irsaslments Held For Capital Expansion
Tatal Othar Assets

Total Assats

Casrront Liabilities
secounts Payable
#Accrued Liabilities
Total Curront Liabilitios
Honcurrent Liablities
Esfimaied Payables Linder Third Party
Reimbursement Programs
Capital Leasa Obligations
Accrsd

Lisbmbes
Toatal Moncurment Liabilities
Todal Liablitles

Fund Balanca

Total Liabdlities and Fund Balance

The sccompanying noles sne an nbegral pan of the financial statements.

June 3,

2000 1899
£ 2IT2057 5 115,547
8,764,514 214359748
78,138 262 20,482 533
27T 18T A2 212
3,180 856 2379320
245 838 553.518
43 8TE T24 §4 443 108
185,621 417 160.625,980
(88,102 608 (81,814,382}
T7.718812 A 715 588
1,748 563 1877185
#2584 856 B.B&2.522
11,043 445 11,689 707
% 132,640,885 § 144 818403
§ 53586 3 13,810,338
B 409,130 12,088,799
17 65 TEe 25,878,134
1,664 458 1,027 Ba1
2184773 2840 534
2,203 207 2018 364
8,052 444 5,884,553
23818208 31,763,681
108,822,777 113,054,712
5 132,540,985 % 144 R18.403




MEDICAL COLLEGE HOSPITALS
STATEMENTS OF REVENUE AND EXPENSES AND

CHANGES IN FUND BALANCE
Junm 30,
2000 1898
Revenus
Het Paserd Sarvico Rewenus § 138.967,123 5 143, 755208
Other Revenus 6,100,745 6,271 558
Invesiman Income 1,441 843 2,778,738
Taotal Revenua 14T 508,711 151,808 503
Expansas
Satares and Benefits T4 S06 8T T3612.375
Supgibag. 29,987,044 20671040
&llscatad College Expanses 11,018,034 11,287 B70
Owissde Puchased Serioes 11,300,057 12,123,747
Dwpreciabon and Amorizabon 8,155.517 8,020,063
Prosasion fer Uncodectible Accounis 7.6514 058 T.812,838
informatisrnCommunication 1,631,673 2,505, 745
Trawel 306 817 530,114
Oilfwar Expenses 1,849 426 2,033,280
Toinl Expensas 147 772,539 148,008,114
Rovenus in Excess of (less than) Expenses (53218} 3,708,389
Fund Balano: &l Baginning of 'Yaar 113,084,712 117 564 930
Transfers:
Transder o Subsidized Pragrams {4,832, 480) (4,393 813)
Transier of Plant Assals Between Coleage and Hosoital 733,002 {2,970,468)
Sigie Capital Approprialions 350,000 {5,513}
Hat Realized and Unmalized Loss on invesimants {419,228) {934,003)
Fund Balance at End of Year % 108,822,777 3 113,054,712

The accompanying notes are &n inkegral pan of the financial siatements.

-



MEDICAL COLLEGE HOSPITALS

STATEMENTS OF CASH FLOWS

Jung 30,
2000 1984

Cash Flows from Oparating Aclivilies
Ravenue in Excess of (mss than) Expénssas ] (263 218) 5 3.788.383
Adjustments te Reconcile Revenus In Excoss of (less that) Expenses
to Mat Cash Provided by Oparating Activities:

Depreciation and Amorization §.185, 617 8,020,083
Prawision for Lincollectble Accounts TA14.068 7812 38
Changes in Assets and Lisbilmes Alecling
Oparatng Achvities:
Ressivablng [7.074.772) (5357 .0032)
nveniories (801.548) (33,313
Prepaid Expenss 307 680 {505,301}
Accounts Payabls 14,453 TOS) 4 543 09
Sconued Labdilies {3,481, 778) (1,128,542}
Nat Cash Provided by Operating Activities 962 245 13,088 481
Cagh Flows from Moncapital Financing Activities
Subssdired Program Transfar (4,532, 480) (43593 613)
Mak Cash Used in Noncapital Financing Activities (4 532 490) {4,393 813)
Cash Flows from Capital and Ralated Financing Activities
Acquisition of Property, Plani, and Equipmant {7,078,739) (24,351,947}
Capitat Expansion Funds BA7 656 (482 BRO)
Hat Cash Used in Capital and Retated Financing Activities 6.388.083) (24 B34 BLT)
Cash Flows from Investing Activities
Mei Sales of Investments 12,252 235 12 455 7A8
Purchases of Sel-inauranca Trust irvestmeants (71,368) {60 933)
Hat Cash Provided by Investing Activities 12,180,837 12,394 855
increass (Docreaso) in Cash and Cash Equivalonis 2152 510 (3,745,1000
Cash and Cash Equivalonts a1 Beginning of Year 118,547 3 AR4 B47
Cash and Cash Equivalents at End of Yeaar £ 2272057 5 118,847

Supplemental disciosure of cash fiow information
MCO received staie approprations of $350,000 in fiscal year 2000 and $[5,513) in fiscal year 1953,
Thess amounts mpresent @ noncash capital and related financing acivity and are nod inclided in the
Acquisition of Property, Pland and Equipment above. During fiscal 2000, MCD entared inlo capital lease
obligations of $427,000 for caran hospital sguipment.

38
The accompamying notes ane an irbegral pan of the financial statements,



MEDICAL COLLEGE HOSPITALS
HOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2000

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

izatio
Medical College Hospitals (the Hospital) is a nonprofit teaching hospital located in Toledo, Ohio. The
Hospital is licensed to operate a 258-bed acute and ambulatory care facility, a Z5-bed child and
adolescent psychiatric facility and a 36-bed rehabilitation facility.

The Hospital is operated as part of the Medical College of Ohio (MCOY), a nonproll, state-Suppared
medical schoal, which is a8 component unif of th State of Chio

a
The accounting and reporting principles followed by the Hospital include those established by the
American Instibule of Certified Public Accountants (AICPA), The financial statements have been

prepared based on the provisions of the AICPA Audit and Accounting Guide entitied "Health Care
Organizatons.”

Patient a and revenue

Patieni acoounts receivable and revenue are recorded at net realizabde value when pabent Services
are performed. MCO has agreements wilh third-party payors that provide for payments to MCO at
amounts diffarent from ils established rates. A summary of the payment arangemems with major
third-party payors follows,

« Medicare and Medicaid

MCO is & provider of services under the Medicare and Medicaid programs.  MCO is paid a
prospectively determined fixed price for each Medicare and Medicald inpatient, The price
varies depanding on the type of illness or the patient's diagnostic related group classification,
Capital costs, certain Medicare outpatient services, and Medicaid outpatient services ane also
reimbursed on a8 prospectively determined fixed price. Graduate medical education is
reimbursed on a per resident basis under the Medicare program. MOO recelves payment for
other Medicare outpatient services and certain inpatent costs on 8 reasonable cost basis,

« Dihet Pavors

MCO has also entered into payment agreements with certain commercial camers o provide
heakh care services. The basis far payment toa MCO under these agreements is based on
prospectively determined fixed prices, fee screens, or on a percentage of billed charges.

Provision is made in the financial statements for the differences bebween MCO's standard rates
charged for services rendered and third-party reimbursements and for estmated sefflements based
on third-party reimbursament contracts. Retroactive settiements resulting from third-party audits of
filed reimbursement reports are refiected in the financial statements in the year of settlement. Thesa
provisions and setbements are included in deductions from patient service revenue. Laws and
regulations goveming the Medicare and Medicaid programs are complex and subject to interpretation.
The Hospital belisves that it is in compliance with all applicable laws and regulations and |5 not awana
of any pending or threalened investigations involving allegations of potential wrongdaing. Whila no
such reguiatory inquiries have been made, compliance with such laws and regulations can be subject
to regutatory action including fines, penafties. and exclusion from the Medicare and Madicaid
programs.



MEDICAL COLLEGE HOSPITALS
HOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2000

Carg
The Hospital provides care 1o patients who meet certain criteria under its charity cara palicy without
chargs or at amounts less than its established rates. These amounts qualify as chanity care and are
nit reporied 36 revenue,

Inventories

Invenones include pharmaceuticals and medical and surgical supplies. Inventories are stated at the
lower of cost or market. Cost is delesmined on the average cost basis

Investmants

Investmenis are made in accordance with policies of the Board of Trustees of the Medical CoSiege of
Ohio. The types of investments that may be purchased by the institution include United States
treasury obligations, cerificates of deposit, bankers acceptances, corporate notes and bonds, money
market funds, govemment agency securiies and commercial paper, Investments gualifying as
“desivatives’ may not be purchased. As MCO doesa not present a classified balance sheel, the
investments held in the pooled investment fund are classsfied as curment assets on the Hospital
balance shesl.

Certgin cash and investmenis are board designated for seff-insurance and capial expansion. These
assels arn presented in the noncurrent section of the Hospital's balance sheets.

State capital appropriations
The State of Ohio provides funding for construckon of major plant faclibes. State capital
appropriations are not reflected on MCO's financial statements untl expended by the State. VWhen

axpended, state appropriations are recognzed as additions fo property, plant. and equipment and
fund balance.

Property, plant and eguipment

Property, plant and equipment are recorded at cost or, if acquired by donation, at appraised values.
Depreciation and amortization of assets acquired under capital leases is compuled using the sirasght-
line method over the assets' estimated useful lives or tarms of the leases. Amortization of assels
under capital leases is ncluded with depreciation expense.

Income taxes
MCO is axempt from income taxes under Section 115 of the Intemal Revenua Coda.

Use of Estimates

The praparation of financial statements In conformity with generally accepted accounting principles
requires management 1o make estimates and assumplions that affect the reported amounts of assels
and liabiities and discliosure of contingent assets and liabdities at the date of the financial statements.
Estimates also affect the reported amounts of revenues and expenses during the reporting perod
Actual results could differ from those estimates.

MOTE 2 - NET PATIENT SERVICE REVENUE

Net patient service revenue is reporied at the estimated net realzable amounts from patients, thind-
party payors, and others for services rendered, including estimaled retroactive adjusiments under

raimbursement agreements with third-party payors. Met patient service revenue is comprised of the
following:



MEDICAL COLLEGE HOSPITALS
NOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2000

YWear Ended Year Endad
June 30, 2000 Juné 30, 1588
Gross patient charges 5228.428.881 5214, 742 902
Less provision for third-party contractual
allowances and adjustments:
Medicare {30,382 455) (25,141,238)
Medicaid {6,4086,100) (8,058, 880)
Other (43.377.163) (35,302,034)
Less charity care services provided:
Traditional charity care {8.296,050) (3,485 541)
Met Patient Service Revenue 5133.967,123 $142,755,209

Approoomiately 49% of the Hospitals revenue B derved wnder prospectively determined rale
provisions of third-party programs (primarily Medicare and Medicaid). Revenue received under these
third-party agreaments [pnmarly the Medicare and Meadicald programs) are subject to examination
and refroactive adjustments. Prior year settlements recognized in 2000 and 1898 increased net
patient service revenue by approximately 53,500,000 and $800 000, respactively. Neat patient service
revanue for 2000 and 1599 includes $3.637,000 and 52,887,000, respectively, from the Ohio Hospital
Care Assurance Program. [t is the opinion of management that it s at least reasonably possible that
the estimated settiements recorded will change by matenal amounts im the near term.

- Y UNCOMPENSA

Charity care includes services provided o persons who cannoi afford healthcare because of
inadequaie resources or who are uninsured or underinsured, In addition to charify care, services are
provided under Medicaid and other Welfare programs. Certain payments received under these
programs are less than the cost of providing the service.

A summary of charty and uncompensated care, st cost, is as follows:

Year Ended Year Ended
June 30 2000 Jumn 1
Traditional charity care §5,243,000 32,322,000
Unpaid costs of raditional Medicaid programs 1,185,000 2 174,000
Unpaid costs of Other Welfare programs 2.671,000

Total Charity and Uincompeansated Care 59,089,000 M
Chanty and uncompensated care approximated 6% of total Hospital expenses for the year ended
June 30, 2000 and 4% for the year ended June 30, 1989, and do not include provision for bad debits

NOTE 4 - CASH AND INVESTMENTS

In 1898, MCO adopted Governmental Accounting Standards Board Siatement No. 31, Accounting and
Financial Reparting for Cerain [nvestments and for External investment Pools, which requires that
investments in equity securiies with readily determinable fair values and all investments i debt
securities be measured at fair value. Fair value is determined based on guoted market prices, In
prior years, these investments were stated af the lower of cost or fair value.

=3 ]=



MEDICAL COLLEGE HOSPITALS
HOTES TO FINAMCIAL STATEMENTS
Year Ended June 30, 2000

MCO's cash and investments are accounted for on a pooled basis. MCO employs the shared mathod
of accounting for pocled cash and investmenis and for proportionale distribution of income to each
furd with equity in the pool, The Hospital's portion of the bank balance of cash deposits at June 30,
2000, was $826,383, Of the bank balance, up to 5100,000 is insured by federal depository insurance
and the remainder is uninsured but coliateralized by pools of secunties pledged by the depository
bank and held in the name of the bank.

Investments are stated al marke! value at June 30, 2000 and 1989 Investmenis are held In
safekeeping by MCO's custodial bank's trust department, whose records identify MCO's ownership.
For purposes of the statament of cash flows, the Hospital considers all highly liquid debt instruments
with an original maturty of three monihs or less to be cash equivalents.

Market and Market and
Carmying Value Carrving Value
Cash Equivalents:

Money Market Funds 22720567 119,547
Total Cash and Cash Equivalents 057 $__119.547
Investments:

U5 Government Obligations 5 5,124 623 511,448,645

Corporate Moles 12,357 528 18,639,130

Bonds 577,228 718,762

Bankers Acceptance - 711,963
Total Investments $18,058,380 531,418,500
Investments included in Current Assats 0. TE4 514 $21.435,878
Investmeants included in Capital

Expansion Funds 8,294 866 _2.982,527
Total Investments $18,059,380 $31.418,500

-33-



MEDICAL COLLEGE HOSPITALS
HOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2000

NOTE S -

A summary of accounts receivable is as follows:

Patsnt accounts:
Inpatient
Dutpatient
Cithier

Less:

Allowancs for uncollecticle accounts

Contractual and othar adjustmants
Met Accounts Recavable

June 30,
2000 1999

$31,476,131 529,003 976
10,452,256 11,707,444
B,110438  _5.B48 768
48038 824 46 560,188

(4,165,163) (4,850 250)
(14 735400) (12,108 405)

520130262 528,492,533

The Hospital grants credit without collateral to its patients, most of whom are local residents and are

insured under (hird-party payor agresmenis

payars for 2000 and 1998 was as follows:

Medicare

Commarcial

Traditional Medicaid
Blua Cross

Other Third-Party Payors
Patiants

The mix of receivables from patients and third-party

2000 1958
1% 1%
23 21
1 g

T 4
24 22
A 23

100% 100%

NOTE 6 - SETTLEMENTS UNDER THIRD-PARTY REIMBURSEMENT CONTRACTS

The reimbursement for Medicare and Medicaid patients s subject to final delermination by the

respective agencies, Final determinations have been made throwgh 1287 for Medicare and 1985 for
Medicaid. Tentative settlermants have been made through 1588 for both Medicare and Medicaid.

HNOTE 7- PROPERTY, PLANT AND EQUIPMENT

A summary of proparty, plant and eguipmeant is as follows:

Land and Improvemsants
Bullding and fodures

Equipmant

Construction in progress (estimated cost to

complete $21,689,000)
Less: Accumulated depreciation
MHet Property, Plant and Equipment

June 30,
2000 888
$§ 564700 5§ 581,350
06,286,706 B8 668,807
58,210,262 32,158,714

1
185,821,417 180,628,980
(88.102.605) {81.814,392)

S 71718812 578715588

-33-



MEDICAL COLLEGE HOSPITALS
NOTES TO FINANCIAL STATEMENTS
“Year Ended June 30, 2000

. MITMENTS

The Hespital leases cerain patient care eguipment under various noncancelable operabng lease
agreements. Total operating lease expense was $872,000 in 2000 and $1.376,000 in 1983 At June
30, 2000, the Hospital was committed fo fulure minimum operating lease payments of 5315000 in
2001, 5281,0040 in 2002, $280,000 in 2003, $122,000 in 2004, and 353,000 far 2005.

At the expiration of vanous leases. the Hospital has the option o make a termination payment,
purchase the equipment at fair market value or extend the lease term. Future minimum operating
lease paymenis inchude $437,000 in terminabon paymants retated fo these lease agreements

The Hospital has capital lease obligations of $2,184 778 and 52 840,534 al Jume 30, 2000 and 1994,
regpectively. The cost of the assels recorded under capital leases and the related accumulated
depreczation as of June 30, 2000, are as follows:

Equipment Cost $ 5,950,003
Accumulated Depreciation {2 400 865
Het Book Value Sw
Minimum |lease payments al June 30, 2000, by year and in the aggregate, under capital leases are as
follows:
2001 51,342 385
2002 545 560
2003 330,778
2004 130,003
200% —J0.787
Met minimum leasa paymanis $2.3789 522
Less amounts representing interast (194 T43)
Presani valua of leasa paymanis 52,184 778
NOTE § - RETIREMENT PLANS

The Hospital participates in the Public Employees Retirement System of Ohio (PERS) and alternative
retirement plans (ARP) as defined by Ohio Revised Code, Section 3305 and Am. Sub. House Bill 586.
These plans are statewide cost-sharing multiple-employer pubbc retirement sysiem administered and
controlled by the State of Ohio. The State of Chic isswes an annual plan financial report which can be
obtained by contacting the appropriata state office.

Participating employeas are entiied to retirement benefits payabla for life, equal to 2.1% per year of
credited sarvice times the final average salary (the average of the three highest years of eamings).
Participants are entifled to retirament banafls egual fo 2.5% of their final average salary for each yéar
of service over 30 years, Paricipating employees may retire a1 age 60 with at least five years of
credited service, at age 55 with at least 25 years of credited service or at any age with at least 30
years of credited service. Parlicipating employess retifing with less than 20 years of service or al less
than age 65 receive reduced benefits. Retirement benefits vest with five years of credited service.
PERS also provides health cane, survivor and disability banafils,



MEDICAL COLLEGE HOSPITALS
HOTES TO FINANCIAL STATEMENTS
Year Ended June 30, 2000

State law provides for employver and employes contributions to PERS based on actuarially determined
rates. The Ohio Retirement Study Council determines the ARP rates and the Ohio Department of
Insurance approves ARP camers. Senate Bill 346 established a revised PERS disabdily program.
PERS membears were given the opportunity to elect coverage under the original or revised disability
program. Anyone hired after July 29, 1982, is automatically coversd under the revised disabdty
program. The revised program was designed to be cost neutral, therefore, does not affect PERS
funding. There were no materal changes in actuanal assumptions, benefil provisions, actuarial
funding methods or other significant factors for fiscal years 2000, 1999, and 1938. The employee and
employer contribution raies for PERS were 8.5% and 13.31%, respectively, for fiscal years 2000,
1994, and 1998, The employee and employer contribution rates for ARP were B.5% and 7.31%,
respectively, for fiscal year 2000

The Hospital pald the reguired employee retiremant plan contribution on behall of coniract personnel
in fiscal 2000, fiscal 1999 and fiscal 1208, The payment of employes contributions by the Hospital
becomes @ part of the employess” final average salary calculation for the year. Contributions made by
employees of on behalf of emplovess for PERS amouwnted to 54,454 603 in fiscal 2000, 54 346 623 in
fiscal 1999 and 54, 282 778 in fiscal 1998. Contributions mada by employees or on behalf of
employeas for ARP amounted to 337,211 for fiscal year 2000. The Hospital's retrement costs for
PERS are funded as accrued and amounted to $6,814 805 in fiscal 2000, $6,804,048 in fiscal 1588
and 36,653,117 in fiscal 1998, The Hospital's retirement costs for ARP are funded as accrued and
amounbed to £31,995 for fiscal 2000

MCO also provides termination benefits upon retirement resulting from unused sick days. During
fiscal year 2000 and 1988, MCO calculated its Eability in accordance with the provisions of GASE
Statement Mo, 16 "Accounting for Compensated Absences.”

HOTE 10 - MALPRACTIGE MATTERS

MCO s self-insured for the first 51,000,000 of loss per cccurmancs wilh an annual aggregate Bmit of
53,000,000 for malpractce and general liabllity and maintains umbeella insurance coverage that
covers any excess liability on a claims made basis. Setflement amounts have nol exceeded
insurance coverage for each of the past thres fiscal years.

In accordance with the terms of the insurance policy, MCO maintains a self-insurance trusl
Investrments held in trust are comprised of U.S. government sacurities and corporate bonds recorded
at market valug at June 30, 2000. These investments are held in safekeeping by MCO's custodial
bank's trust department These securities are registered In the bank's name with internal bank
recards identifying MCO's cwnership.

At June 30, 2000 and 1999, the Hospital has accrued $3,003,207 discounted at 6% and 32 844 707
discounied at 6%, respactively, for assarted and enasserted claims, based on MCO's axparience and
studies performed by a consulting acfuary, With respect to panding malpractice claims and legal
action where MCO is a dafendant. it is the opinion of management that any potental liability in such
ackons will not matenally affect the financial position of the Hospital.



MEDICAL COLLEGE HOSPITALS
NOTES TO FINANCIAL STATEMENTS

Year Ended June 30, 2000
June 30, 2000 June 30, 1999
Malpractice Liability at Beginning of Year: 32,844,707 52,980,395
Provision for Incurred Claims 780,000 -
Payments for Claims 16315001 135
Malpractice Liab#lity at End of Year $3,003,207 $2,844 707

During fiscal 2000 and 1988, the Hospital made nonmandatory fund balance transfers of $4.6 million
and $4 4 million to other funds for academic support and coverage of fund balance deficits

The Medical College of Ohio Foundation (the Foundation) is a nonprefit entity, operating under a
separate Board, organized primarily for the purpose of supporting the activities of MCO. The assets
of the Foundation are not included in the financial statements of the Hospital. Amounts received from
the Foundation are included in private gifis, granis and contracts in the accompanying financsal
sialemenis.

Associated Physicians of the Medical College of Ohio (APMCO) is a for profit enlity, operating under a
separate Board, organized io provide physician services st the Madical College Hospitals. Amounts
received from APMCO for the use of hospital faciiies and support services are included in Other
Hospital Revenues. MCO does not hold any ownership in APMCO and. therefore, the assels and
ligbilities of APMCO are not recorded in the accompanying financial staterments.
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