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Board of Trustees 
Adams County Regional Medical Center 
230 Medical Center Drive 
Seaman, OH 45679 
 
 
We have reviewed the Independent Auditor’s Report of the Adams County Regional Medical 
Center, prepared by Arnett Carbis Toothman, LLP, for the audit period January 1, 2018 through 
December 31, 2018.  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 Adams County Regional Medical Center is 
responsible for compliance with these laws and regulations. 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
August 8, 2019  
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INDEPENDENT AUDITOR'S REPORT  
 
 
 
Board of Trustees 
Adams County Regional Medical Center 
Seaman, Ohio 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Adams County Regional Medical Center 
(Center), an Enterprise Fund of Adams County, Ohio, and its discretely presented component unit, Adams 
County Medical Foundation, Inc. and Subsidiary (collectively, Organization), as of and for the year ended 
December 31, 2018, and related notes to the financial statements, which collectively comprise the 
Organization’s basic financial statements as listed in the table of contents. 
   
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal controls relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement.  
The financial statements of Adams County Medical Foundation, Inc., a discretely presented component unit 
included in the financial statements of Adams County Regional Medical Center, were not audited in 
accordance with Government Auditing Standards. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making 
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the 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 entity’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 financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the Center and its discretely presented component unit as of December 31, 
2018, and the respective changes in financial position (deficit) and, where applicable, cash flows thereof 
for the year then ended, in accordance with accounting principles generally accepted in the United States 
of America. 
 
Emphasis of Matter Regarding New Accounting Standard 
 
As discussed in Note 12 to the financial statements, the Center adopted new Accounting Standard 
Statement No. 75 of the Governmental Accounting Standards Board (GASB), Accounting and Financial 
Reporting for Postemployment Benefits Other Than Pensions.  Our opinion is not modified with respect to 
this matter. 
 
Emphasis of Matter Regarding Going Concern 
 
The accompanying financial statements have been prepared assuming that the Center will continue as a 
going concern.  As discussed in Note 13 to the financial statements, the Center has a deficiency in net 
position and continues to be in violation of bond covenants that raises substantial doubt about its ability to 
continue as a going concern.  Management’s plans in regard to this matter are also described in Note 13.  
The financial statements do not include any adjustments that might result from the outcome of this 
uncertainty.  Our opinion is not modified with respect to this matter. 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis and pension information listed in the table of contents be presented to supplement 
the basic financial statements.  Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board who considers it to be an essential part of 
financial reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context.  We have applied certain limited procedures to the required supplementary information 
in accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the information 
for consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audits of the basic financial statements.  We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 20, 2019, 
on our consideration of the Center’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters 
for the year ended December 31, 2018.  The purpose of this report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the internal control over financial reporting or on compliance.  Those reports are an integral 
part of an audit performed in accordance with Government Auditing Standards and should be considered 
in assessing the results of our audit. 
 

 
 
Charleston, West Virginia 
June 20, 2019
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Introduction 
 
This management’s discussion and analysis of the financial performance of Adams County Regional 
Medical Center (Center) provides an overview of the Center’s financial activities for the years ended 
December 31, 2018 and 2017.  It should be read in conjunction with the accompanying financial statements 
of the Center.  The activities of the discretely presented component unit, Adams County Medical 
Foundation, Inc., are not significant to the overall Center and thus have not been included in this 
management’s discussion and analysis. 
 
Financial Highlights 
 

 The Center’s net position (deficit) increased by $6,877,634 in 2018 to $(16,666,612).  This 
compares to an increase in the Center’s net position (deficit) of $565,675 during 2017.  The 2018 
change can be attributed to an increase in net position (deficit) of $797,730 and a $6,079,904 
cumulative effect adjustment to adopt GASB Statement No. 75. 

 The Center reported an operating loss in 2018 and 2017 of $(424,547) and $(315,195), 
respectively.  The operating margin was (1.55)% and (1.18)% for the years ended 2018 and 2017, 
respectively. 

 Total nonoperating expenses were $1,600,657 in 2018 compared to $1,696,305 in 2017. 
 Total operating revenue increased from $26,665,520 in 2017 to $27,460,932 in 2018.  Total 

operating expenses increased from $26,980,715 in 2017 to $27,885,479 in 2018. 
 
Using This Annual Report 
 
The Center’s financial statements consist of three statements – a balance sheet; a statement of revenue, 
expenses, and changes in net position (deficit); and a statement of cash flows.  These statements provide 
information about the activities of the Center, including resources held by the Center but restricted for 
specific purposes by creditors, contributors, grantors, or enabling legislation.  The Center is accounted for 
as a business-type activity and presents its financial statements using the economic resources 
measurement focus and the accrual basis of accounting.  
 
The Balance Sheet and Statement of Revenue, Expenses, and Changes in Net Position (Deficit) 
 
One of the most important questions asked about any center’s finances is, “Is the Center as a whole better 
or worse off as a result of the year’s activities?”  The balance sheet and the statement of revenue, expenses, 
and changes in net position (deficit) report information about the Center’s resources and its activities in a 
way that helps answer this question.  These statements include all restricted and unrestricted assets, all 
liabilities, and all deferred inflows and outflows of resources using the accrual basis of accounting.  Using 
the accrual basis of accounting means that all the current year’s revenue and expenses are taken into 
account regardless of when cash is received or paid. 
 
These two statements report the Center’s net position and changes therein.  The Center’s total net 
position – the difference between assets, liabilities, and deferred inflows and outflows of resources – is one 
measure of the Center’s financial health or financial position.  Over time, increases or decreases in the 
Center’s net position are an indicator of whether its financial health is improving or deteriorating.  Other 
nonfinancial factors, such as changes in the Center’s patient base, changes in legislation and regulations, 
measures of the quantity and quality of services provided to its patients, and local economic factors should 
also be considered to assess the overall financial health of the Center. 
 
Statement of Cash Flows 
 
The statement of cash flows reports cash receipts, cash payments, and net changes in cash and cash 
equivalents resulting from four defined types of activities.  It provides answers to such questions as where 
did cash come from, what was cash used for, and what was the change in cash and cash equivalents during 
the reporting period. 
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The Center’s Net Position (Deficit) 
 
The Center’s net position (deficit) is the difference between its assets, liabilities, and deferred inflows and 
outflows of resources reported on the balance sheets.  The Center’s net position (deficit) increased by 
$6,877,634 in 2018 from 2017, and increased by $565,675 in 2017 from 2016, as shown in Table 1. 
 

Table 1:  Assets, Deferred Outflows, Liabilities, Deferred Inflows, and Net Position (Deficit) 
 

2018 2017 2016

ASSETS
Patient accounts receivable, net 3,346,838  $      3,859,847  $      2,181,431  $     
Other current assets 1,061,275          745,783             1,287,282         
Capital assets, net 15,843,588        17,049,948        17,979,766       
Net pension asset 232,773             16,985               18,779              
Assets limited as to use 9,058,471          8,245,320          5,786,531         

Total assets 29,542,945        29,917,883        27,253,789       

DEFERRED OUTFLOWS 
Pension 3,391,899          5,126,445          3,850,068         
OPEB 488,507                                    -                         -   

Total assets and deferred outflows 33,423,351  $    35,044,328  $    31,103,857  $   

LIABILITIES
Total current liabilities 30,466,180  $    31,260,413  $    29,333,876  $   
Long-term debt 20,092               37,817               76,152              
Other long-term liabilities 77,448               413,108                       722,851   
Net pension liability 9,884,734          13,035,699        9,992,635         
Net OPEB liability 6,638,268                                 -                         -   

Total liabilities 47,086,722        44,747,037        40,125,514       

DEFERRED INFLOWS 
Pension 2,508,734          86,269               201,646            
OPEB 494,507                                    -                         -   

NET POSITION (DEFICIT)
Net investment in capital assets (8,920,956)         (7,717,744)         (6,883,109)        
Restricted expendable 6,537,379          6,779,612          4,807,556         
Unrestricted (14,283,035)       (8,850,846)         (7,147,750)        

Total net position (deficit) (16,666,612)       (9,788,978)         (9,223,303)        

Total liabilities, deferred inflows,  
  and net position (deficit) 33,423,351  $    35,044,328  $    31,103,857  $   

* *

 
* 2017 and 2016 amounts do not reflect the adoption of GASB Statement No. 75. 
 
Net capital assets decreased related to depreciation on existing equipment.  Assets limited as to use 
increased due to positive cash flows, which allowed the Center to replenish the reserve funds held by the 
bond trustee used to satisfy interest payments on the outstanding debt obligations.  Assets limited as to 
use also increased during the year due to the County holding money associated with the sales tax levy 
revenue generated during 2018.  Due to limited capital purchases and a full year of sales tax levy revenue 
being held by the County the account associated with the levy has increased by $1,215,898 during 2018. 
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The net pension liability (NPL) is the largest single liability reported by the Center as of December 31, 2018,   
and is reported pursuant to GASB Statement 68, “Accounting and Financial Reporting for Pensions—an 
Amendment of GASB Statement 27.”  For fiscal year 2018, the Center adopted GASB Statement 75, 
“Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions,” which 
significantly revises accounting for costs and liabilities related to other postemployment benefits (OPEB).  
For reasons discussed below, many end users of this financial statement will gain a clearer understanding 
of the Center’s actual financial condition by adding deferred inflows related to pension and OPEB, the net 
pension liability and the net OPEB liability to the reported net position and subtracting deferred outflows 
related to pension and OPEB. 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports prepared in accordance with generally accepted accounting principles.  Prior accounting for 
pensions (GASB 27) and postemployment benefits (GASB 45) focused on a funding approach.  This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may not 
be sufficient to fully fund each plan’s net pension liability or net OBEP liability.  GASB 68 and GASB 75 take 
an earnings approach to pension and OPEB accounting; however, the nature of Ohio’s statewide 
pension/OPEB plans and state law governing those systems requires additional explanation in order to 
properly understand the information presented in these statements. 
 
GASB 68 and GASB 75 require the net pension liability and the net OPEB liability to equal the Center’s 
proportionate share of each plan’s collective: 
 

1. Present value of estimated future pension/OPEB benefits attributable to active and inactive 
employees’ past service  

2. Minus plan assets available to pay these benefits 
 
GASB notes that pension and OPEB obligations, whether funded or unfunded, are part of the “employment 
exchange” – that is, the employee is trading his or her labor in exchange for wages, benefits, and the 
promise of a future pension and other postemployment benefits.  GASB noted that the unfunded portion of 
this promise is a present obligation of the government, part of a bargained-for benefit to the employee, and 
should accordingly be reported by the government as a liability since they received the benefit of the 
exchange.  However, the Center is not responsible for certain key factors affecting the balance of these 
liabilities.  In Ohio, the employee shares the obligation of funding pension benefits with the employer.  Both 
employer and employee contribution rates are capped by state statute.  A change in these caps requires 
action of both Houses of the General Assembly and approval of the Governor.  Benefit provisions are also 
determined by state statute.  The Ohio Revised Code (ORC) permits, but does not require, the retirement 
systems to provide health care to eligible benefit recipients.  The retirement systems may allocate a portion 
of the employer contributions to provide for these OPEB benefits. 
 
The employee enters the employment exchange with the knowledge that the employer’s promise is limited 
not by contract but by law.  The employer enters the exchange also knowing that there is a specific, legal 
limit to its contribution to the retirement system.  In Ohio, there is no legal means to enforce the unfunded 
liability of the pension/OPEB plan as against the public employer.  State law operates to mitigate/lessen 
the moral obligation of the public employer to the employee, because all parties enter the employment 
exchange with notice as to the law.  The retirement system is responsible for the administration of the 
pension and OPEB plans. 
 
Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e., sick 
and vacation leave), are satisfied through paid time-off or termination payments.  There is no repayment 
schedule for the net pension liability or the net OPEB liability.  As explained above, changes in benefits, 
contribution rates, and return on investments affect the balance of these liabilities, but are outside the 
control of the local government.  In the event that contributions, investment returns, and other changes are 
insufficient to keep up with required payments, state statute does not assign/identify the responsible party 
for the unfunded portion.  Due to the unique nature of how the net pension liability and the net OPEB liability 
are satisfied, these liabilities are separately identified within the long-term liability section of the balance 
sheet. 
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In accordance with GASB 68 and GASB 75, the Center’s statements prepared on an accrual basis of 
accounting include an annual pension expense and an annual OPEB expense for their proportionate share 
of each plan’s change in net pension liability and net OPEB liability, respectively, not accounted for as 
deferred inflows/outflows. 
 
The most significant change in the Center’s net position from 2017 to 2018 was the result of implementing 
GASB 75.  The effect of the adoption of the new accounting principle resulted in the Center recording its 
share of postemployment benefits other than pensions (OPEB) of the total OPEB liability of $6,638,268 as 
of December 31, 2018, and a cumulative effect of change in accounting principle of $6,079,904.  See 
Note 12 to the financial statements for more information regarding OPEB amounts. 
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Operating Results and Changes in the Center’s Net (Deficit) 
 

In 2018, the Center’s net position (deficit) increased by $6,877,634, or 70.26%, as shown in Table 2.  This 
increase is made up of several components and represents an increase of $6,311,959, or 1,115.83%, 
compared with the increase in net position (deficit) in 2017 of $565,675. 
 

Table 2:  Operating Results and Changes in Net (Deficit) 
 

2018 2017 2016

OPERATING REVENUE
Net patient service revenue 26,918,918  $    26,166,218  $    23,117,026  $   
Other operating revenue 542,014             499,302             378,183            

Total operating revenue 27,460,932        26,665,520        23,495,209       

OPERATING EXPENSES
Salaries and wages and employee benefits 13,967,327        12,742,738        9,631,154         
Purchased services and professional fees 5,858,887          6,207,059          4,753,115         
Depreciation and amortization 1,409,183          1,543,265          1,698,885         
Other operating expenses 6,650,082          6,487,653          5,430,679         

Total operating expenses 27,885,479        26,980,715        21,513,833       

Operating income (loss) (424,547)            (315,195)            1,981,376         

NONOPERATING REVENUE (EXPENSES)
Investment income 75,193               14,733               2,010                
Interest expense (1,675,850)         (1,711,038)         (1,900,089)        
Loss on settlement agreement                        -                          -   (641,019)           

Total nonoperating (expenses) (1,600,657)         (1,696,305)         (2,539,098)        

CAPITAL APPROPRIATIONS - Adams County 1,215,898          1,400,825          1,423,571         

CAPITAL GRANTS AND GIFTS 11,576               45,000               275,585            

Increase (decrease) in 
  net position (deficit) (797,730)            (565,675)            1,141,434         

Net position (deficit):
Beginning of year, as previously reported (9,788,978)         (9,223,303)         (10,364,737)      

Cumulative effect of change in accounting 
  principle        (6,079,904)                         -                         -   

Beginning of year, as adjusted (15,868,882)       (9,223,303)         (10,364,737)      

End of year (16,666,612)  $   (9,788,978)  $     (9,223,303)  $    

* *

 
* 2017 and 2016 amounts do not reflect the adoption of GASB Statement No. 75. 
 

Operating Income and Loss 
 

The first component of the overall change in the Center’s net (deficit) is its operating income or (loss) which 
is the difference between net patient service and other operating revenue and the expenses incurred to 
perform those services.  The Center has generated an operating (loss) in 2018 and 2017.  The Center was 
formed and is operated primarily to serve residents of Adams County and the surrounding area.  The Center 
receives property tax levy monies to provide sufficient resources to enable the facility to serve lower income 
and other residents. 
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The operating results for 2018 decreased by $739,742, or 234.69%, as compared to 2017.  The primary 
components of the changes in operating results are: 
 

 An increase in net patient service revenue of $752,700, or 2.88%. 
 

 An increase in other operating revenue of $42,712, or 8.55%. 
 

 An (increase) in salaries, wages, and employee benefits expense of $(1,224,589), or (9.61)%.   
 

 A decrease in all other operating expenses of $319,825, or 2.25%. 
 
Net patient service revenue increased from 2017 to 2018 and consists of the following:  An increase in 
overall patient days of 488, or 11.00% contributed to the change in net patient service revenue.  Also 
increasing net patient service revenue was a 4.9% increase in outpatient surgeries, a 6.6% increase in lab 
tests, and a 5.5% increase in therapy patients.  Also, as described in Note 5, the Center received favorable 
final retroactive cost report settlements which impacted overall net patient service revenue by approximately 
$214,000 and $266,000 in 2018 and 2017, respectively.   
 
Employee salaries and wages and benefits increased in 2018 mainly due to the increase in the Center’s 
workforce.  Total FTEs in 2018 were approximately 202 compared to 192 in 2017. 
 
Expenditures for medical supplies are a major component of the Center’s costs.  In 2017, medical supplies 
totaled $3,122,985, or 11.57%, of total operating expenses.  In 2018, they totaled $3,447,228, or 12.36%, 
of total operating expenses.  Some of the major factors contributing to the increase in medical supply and 
drug costs as a percentage of total operating expenses include increasing costs of drugs and other supplies 
and usage. 
 
The operating (loss) for 2018 of $(424,547) was an increase compared to the operating (loss) of $(315,195) 
recognized in 2017.  The change is primarily related to the combination of an increase in total operating 
expenses of $904,764 over the increase in overall operating revenue of $795,412.  The increase in 
operating expenses included decreased pension and OPEB costs of approximately $143,000 in 2018. 
 
Nonoperating Revenue and Expenses  
 
Nonoperating revenue and expenses consist of investment income and interest expense.  Investment 
income and interest expense each remained relatively constant in 2018 as compared to 2017.    
 
Capital Appropriations 
 
The Center is appropriated sales and use tax revenue from the Adams County general and other funds.  
Use of the monies is restricted for the purpose of equipping and repairing the Center and other permanent 
improvements.  The levy to raise the funds must be approved by a majority vote of the citizens of Adams 
County, and the current levy is in force from April 1, 2016, through March 31, 2020.  Amounts appropriated 
were $1,215,898 and $1,400,825 for 2018 and 2017, respectively.  As of December 31, 2018 and 2017, 
the Center reported a receivable of $2,384,231 and $1,168,347, respectively, in assets whose use is limited 
on the accompanying balance sheets.  This receivable is for amounts that the County has collected, but 
not yet transferred to the Center.  
 
Capital Grants and Gifts 
 
The Center receives both capital and operating grants from various state and federal agencies as well as 
the Adams County Medical Foundation, Inc. for specific programs.  In 2018 and 2017, the Center received 
gifts of $11,576 and $45,000, respectively.  Substantially all of these gifts have been expended and are 
reflected in unrestricted net position as of December 31, 2018. 
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The Center’s Cash Flows 
 
Changes in the Center’s cash flows are consistent with changes in operating results and nonoperating 
revenue and expenses for 2018 and 2017, discussed earlier with the exception of cash used in capital and 
related financing activities.  Cash used in capital and related financing activities decreased by $334,710 
primarily due to the decrease in cash used for purchase of capital assets of $508,588.  Cash used for the 
purchase of capital assets has decreased due to the increase in the receivable from the County.  The 
Center uses the receipts from the levy to purchase capital assets and make capital improvements. 
 
Capital Asset and Debt Administration 
 
Capital Assets 
 
At the end of 2018 and 2017, the Center had $15,843,588 and $17,049,948, respectively, invested in capital 
assets, net of accumulated depreciation, as detailed in Note 6 to the financial statements.  In 2018 and 
2017, the Center purchased new equipment costing $202,823 and $613,447, respectively.  The Center has 
recently found it more economical to lease certain equipment principally due to incentives provided by 
equipment vendors.  This allows the Center to obtain more favorable maintenance contracts on such 
equipment and preserve current cash flows.    
 
Debt 
 
As of December 31, 2018 and 2017, the Center had $24,764,544 and $24,767,692 in revenue bonds and 
capital lease obligations outstanding including all current maturities.  The Center’s formal debt issuances, 
revenue bonds, are subject to limitations imposed by state law.  The Center is currently in forbearance with 
its bonds payable and has not made a principal payment in 2018 or 2017.  Changes in debt relate to the 
additions of lease obligations of $64,419 and reductions of lease obligations of $67,767. 
 
Other Economic Factors 
 
The Center has seen a change over the past few years with a decline in contractual reimbursement rates 
from third-party commercial and governmental payors.  These factors combined with high rates of 
unemployment in the Center’s primary service area have had a negative impact on the Center. 
 
As expenses continue to rise each year, the Center continues to look for additional revenue sources to 
offset the increase in supply costs and salary and wage increases and reduce the need for incurrence of 
any new debt. 
 
Contacting the Center’s Financial Management 
 
This financial report is designed to provide our patients, suppliers, taxpayers, and creditors with a general 
overview of the Center’s finances and to show the Organization’s accountability for the money it receives.  
Questions about this report and requests for additional financial information should be directed to the Chief 
Executive Officer by telephoning (937) 386-3001. 
 
Alan Bird 
Chief Executive Officer 
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ASSETS AND DEFERRED OUTFLOWS Center Components

CURRENT ASSETS
Cash and cash equivalents 511,608  $          238,013  $          
Patient accounts receivable, net of allowance $2,427,183  3,346,838                                   -   
Supplies  495,376                                      -   
Prepaid expense and other assets  54,291                                        -   

Total current assets  4,408,113            238,013              

ASSETS LIMITED AS TO USE  9,058,471            265,867              

CAPITAL ASSETS, net  15,843,588          2,671,132           

NET PENSION ASSET  232,773                                      -   

Total assets  29,542,945          3,175,012           

DEFERRED OUTFLOWS 
Pension  3,391,899                                   -   
OPEB  488,507                                      -   

Total deferred outflows  3,880,406                                   -   

Total assets and deferred outflows 33,423,351  $     3,175,012  $       

 
 
 
 
 



 
 
 

 
 
 

See Notes to Financial Statements 
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LIABILITIES, DEFERRED INFLOWS, 
  AND NET POSITION (DEFICIT) Center Components

CURRENT LIABILITIES
Current maturities of long-term debt 24,744,452  $      $                     -   
Accounts payable  2,008,862                              240   
Estimated amounts due to third-party payors  194,904                                      -   
Accrued expenses and other  3,517,962                                   -   

Total current liabilities  30,466,180                            240   

LONG-TERM DEBT, less current 
  maturities  20,092                                        -   

OTHER LONG-TERM LIABILITIES  77,448                                        -   

NET PENSION LIABILITY  9,884,734                                   -   

NET OPEB LIABILITY  6,638,268                                   -   

Total liabilities  47,086,722          240                     

DEFERRED INFLOWS 
Pension  2,508,734                                   -   
OPEB  494,507                                      -   

Total deferred inflows  3,003,241                                   -   

NET POSITION (DEFICIT)
Net invested in capital assets (8,920,956)                                  -   
Restricted - expendable for:

Debt service  6,460,762                                   -   
Specific operating activities  76,617                 265,867              

Unrestricted (14,283,035)         2,908,905           

Total net position (deficit) (16,666,612)         3,174,772           

Total liabilities, deferred inflows, and 
  net position (deficit) 33,423,351  $     3,175,012  $       
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Center Components

OPERATING REVENUE
Net patient service revenue, less provision for bad
  debts $4,016,159 26,918,918  $      $                     -   
Other operating revenue  542,014                            36,219   

Total operating revenue  27,460,932                       36,219   

OPERATING EXPENSES
Salaries and wages  9,942,264                                   -   
Employee benefits  4,025,063                                   -   
Medical professional fees  1,794,910                                   -   
Supplies  3,447,228                                   -   
Minor equipment  37,714                                        -   
Purchases services  4,063,977                                   -   
Equipment rentals  155,032                                      -   
Repairs and maintenance  1,587,574                                   -   
Utilities  509,453                                      -   
Depreciation and amortization  1,409,183            20,886                
Other operating expenses  913,081               337,963              

Total operating expenses  27,885,479          358,849              

Operating (loss) (424,547)             (322,630)             

NONOPERATING REVENUE (EXPENSE)
Investment income  75,193                 24,404                
Interest expense (1,675,850)                                  -   
Inherent contribution                         -    563,737              
Noncapital grants and gifts                         -    462,321              

Total nonoperating revenue (expense) (1,600,657)           1,050,462           

Excess (deficiency) of revenue over expenses before
  capital appropriations, grants, and gifts (2,025,204)           727,832              

CAPITAL APPROPRIATIONS - Adams County  1,215,898                                   -   

CAPITAL GRANTS AND GIFTS  11,576                 1,642,000           

Increase (decrease) in net position (deficit) (797,730)              2,369,832           

Net position (deficit):
Beginning of year, as previously reported (9,788,978)           804,940              

Cumulative effect of change in accounting principle (6,079,904)                                  -   

Beginning of year, as adjusted (15,868,882)         804,940              

End of year (16,666,612)  $    3,174,772  $       
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CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from and on behalf of patients 26,606,729  $     
Payments to suppliers and contractors (11,635,444)        
Payments to employees (12,471,054)        
Other operating payments, net (596,820)             

Net cash provided by operating activities  1,903,411           

NONCAPITAL FINANCING ACTIVITIES
Decrease in outstanding checks issued in excess of
    bank balance as of December 31, 2017 (133,434)             

CAPITAL AND RELATED FINANCING ACTIVITIES
Capital grants and gifts  11,576                
Principal paid on long-term debt and capital leases (38,348)               
Interest on long-term debt and capital leases (1,675,851)          
Purchase of capital assets (175,109)             

Net cash (used in) capital and related financing activities (1,877,732)          

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends on assets limited as to use  75,193                

Decrease in cash and cash equivalents (32,562)               

Cash and cash equivalents:
Beginning  7,218,410           

Ending 7,185,848  $       

 
 
 
 
 



 
 
 
 
 

See Notes to Financial Statements 
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RECONCILIATION OF CASH AND CASH EQUIVALENTS 
  TO THE BALANCE SHEET

Cash and cash equivalents 511,608  $          
Cash and cash equivalents in assets limited as to use  6,674,240           

Total cash and cash equivalents 7,185,848  $       

RECONCILIATION OF OPERATING (LOSS) TO NET CASH
  PROVIDED BY OPERATING ACTIVITIES

Operating (loss) (424,547)  $         
Depreciation and amortization  1,409,183           
Provision for bad debts  4,016,159           
Changes in operating assets and liabilities:

Patient accounts receivable (3,503,150)          
Estimated third-party payor settlements (825,198)             
Other assets  54,679                
Net pension asset (215,788)             
Deferred outflows  1,246,039           
Accounts payable, accrued expenses, and other (178,337)             
Net pension liability (3,150,965)          
Net OPEB liability  558,364              
Deferred inflows  2,916,972           

Net cash provided by operating activities 1,903,411  $       

SUPPLEMENTARY DISCLOSURE OF CASH FLOW 
  INFORMATION

Capital assets acquired through capital lease obligations 35,200  $            
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Note 1. Nature of Operations and Summary of Significant Accounting Policies 
 
Nature of operations and reporting entity:  Adams County Regional Medical Center (Center) is a 25-bed 
critical access hospital located in Seaman, Ohio.  The Center operates under the authority of Section 339, 
Ohio Revised Code, to provide inpatient, outpatient, and emergency care services for residents of Adams 
County, Ohio (County).  A Board of Trustees appointed by County judges and commissioners is charged 
with the operation, finances, and staff of the Center.  The Center is considered an enterprise fund of the 
County and is included in the general purpose financial statements of the County. 
 
Component units:  Adams County Medical Foundation, Inc. is a legally separate, tax exempt component 
unit of the Center.  The Foundation is exempt under Section 501(c)(3) as an organization described in 
Section 501(c)(3) of the Internal Revenue Code.  The Foundation’s primary function is to raise and hold 
funds to support the Center and its programs.  The board of the Foundation is self-perpetuating. 
 
The Foundation is a private nonprofit organization that reports under the Financial Accounting Standards 
Board (FASB) Accounting Standards Codification (ASC).  As such, certain revenue recognition criteria and 
presentation features are different from Governmental Accounting Standards Board (GASB) revenue 
recognition criteria and presentation features.  No modifications have been made to the Foundation’s 
statements in the Center’s financial reporting entity for these differences. 
 
Rural Health Collaborative of Southern Ohio, Inc. (Collaborative) is a subsidiary of the Adams County 
Medical Foundation, Inc. (collectively, Foundation) and is a legally separate, tax exempt entity controlled 
by the Foundation.  The Collaborative is exempt under Section 501(c)(3) as an organization described in 
Section 501(c)(3) of the Internal Revenue Code.  The Collaborative’s primary function is to enhance the 
quality, availability, and efficiency of comprehensive health services for the people of Adams, Brown, and 
Highland counties in Ohio.  
 
Although the Center does not control the timing or amount of receipts from the Foundation, the majority of 
the Foundation’s resources and related income are restricted by donors for the benefit of the Center.  
Because these restricted resources held by the Foundation can only be used by, or for the benefit of, the 
Center, the Foundation is considered a component unit of the Center and is discretely presented in the 
Center’s financial statements. 
 
Basis of accounting and presentation:  The financial statements of the Center have been prepared on 
the accrual basis of accounting using the economic resources measurement focus.  Revenue, expenses, 
gains, losses, assets, and liabilities from exchange and exchange-like transactions are recognized when 
the exchange transaction takes place, while those from government-mandated nonexchange transactions 
(principally federal and state grants and County appropriations) are recognized when all applicable eligibility 
requirements are met.  Operating revenue and expenses include exchange transactions and program-
specific, government-mandated nonexchange transactions.  Government-mandated nonexchange 
transactions that are not program specific (such as County appropriations), property taxes, investment 
income, and interest on capital assets-related debt are included in nonoperating revenue and expense.  
The Center first applies restricted net position when an expense or outlay is incurred for purposes for which 
both restricted and unrestricted net position is available. 
 
Use of estimates:  The preparation of financial statements in accordance 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, deferred outflows of resources, liabilities, and 
deferred inflows of resources and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during the reporting period.  Actual results 
could differ from those estimates. 
 
Cash equivalents:  The Center considers all liquid investments with original maturities of three months or 
less to be cash equivalents.  As of December 31, 2018, cash equivalents consisted primarily of money 
market accounts with brokers and certificates of deposit. 
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Risk management:  The Center is exposed to various risks of loss from tort; theft of, damage to, and 
destruction of assets; business interruptions; errors and omissions; employee injuries and illnesses; natural 
disasters; medical malpractice; and employee health, dental, and accident benefits.  Commercial insurance 
coverage is purchased for claims arising from such matters other than medical malpractice and employee 
health claims.  Settled claims have not exceeded this commercial coverage in any of the three preceding 
years. 
 
Assets limited as to use:  Assets limited as to use consist of assets restricted by donors, assets held by 
trustees under an indenture agreement, assets internally designated by the Board of Trustees for capital 
improvements, levied taxes receivable, and assets externally restricted for capital improvements.  
 
Investments and investment income:  Investments consist of money market mutual funds, which are 
carried at fair value.  Fair value is determined using quoted market prices.  Investment income includes 
dividend and interest income.  
 
Patient accounts receivable:  Patient accounts receivable are carried at the original charge less an 
estimate made for doubtful or uncollectable accounts and contractual adjustments.  The allowance is based 
upon a review of the outstanding balances aged by financial class.  Management uses collection 
percentages based upon historical collection experience to determine collectability.  Management also 
reviews troubled, aged accounts to determine collection potential.  Patient accounts receivable are written 
off when deemed uncollectable.  Recoveries of accounts previously written off are recorded as a reduction 
to bad debt expense when received.  Interest is not charged on patient accounts receivable. 
 
Supplies:  Supply inventories are stated at the lower of cost, determined using the first-in, first-out method, 
or market.       
 
Capital assets:    Capital assets are recorded at cost at the date of acquisition, or acquisition value at the 
date of donation if acquired by gift.  Depreciation is computed using the straight-line method over the 
estimated useful life of each asset.  Assets under capital lease obligations and leasehold improvements 
are depreciated over the shorter of the lease term or their respective estimated useful lives.  The following 
estimated useful lives are being used by the Center: 
 
Land improvements   5 – 25 years 
Buildings and fixed equipment 3 – 40 years 
Major movable equipment 2 – 20 years 
 
Compensated absences:  Center policies permit most employees to accumulate vacation and sick leave 
benefits that may be realized as paid time off or, in limited circumstances, as a cash payment.  Expense 
and the related liability are recognized as vacation benefits are earned, whether the employee is expected 
to realize the benefit as time off or in cash.  Expense and the related liability for sick leave benefits are 
recognized when earned to the extent the employee is expected to realize the benefit in cash determined 
using the termination payment method.  Sick leave benefits expected to be realized as paid time off are 
recognized as expense when the time off occurs and no liability is accrued for such benefits employees 
have earned but not yet realized.  Compensated absence liabilities are computed using the regular pay and 
termination pay rates in effect at the balance sheet date plus an additional amount for compensation-related 
payments. 
 
Grants and contributions:  From time to time, the Center receives grants and contributions from 
governmental organizations, private individuals, and private organizations.  Revenue from grants and 
contributions (including contributions of capital assets) are recognized when all eligibility requirements, 
including time requirements, are met.  Grants and contributions may be restricted for either specific 
operating purposes or for capital purposes.  Grants that are unrestricted are reported as other operating 
revenue and those restricted for a specific purpose are reported as nonoperating revenue.  Contributions 
that are unrestricted or that are restricted to a specific operating purpose are reported as nonoperating 
revenue.  Contributions restricted to capital acquisitions are reported after nonoperating revenue and 
expense. 
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Pensions/other postemployment benefits (OPEB):  For purposes of measuring the net pension/OPEB 
liability, deferred outflows of resources and deferred inflows of resources related to pensions/OPEB, and 
pension/OPEB expense, information about the fiduciary net position of the pension/OPEB plans and 
additions to/deductions from their fiduciary net positon have been determined on the same basis as they 
are reported by the pension/OPEB plan.  For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms.  The 
pension/OPEB plans report investments at fair value. 
 
Deferred outflows/inflows of resources:  In addition to assets, the balance sheet reports a separate 
section for deferred outflows of resources.  Deferred outflows of resources represent a consumption of net 
position that applies to a future period and will not be recognized as an outflows of resources (expense) 
until then.  For the Center, deferred outflows of resources are reported on the balance sheet for pension 
and OPEB.  The deferred outflows of resources related to pension and OPEB plans are explained in Notes 
11 and 12. 
 
In addition to liabilities, the balance sheet reports a separate section for deferred inflows of resources.  
Deferred inflows of resources represent an acquisition of net position that applies to a future period and will 
not be recognized as an inflow of resources (revenue) until that time.  For the Center, deferred inflows of 
resources include pension and OPEB.  The deferred inflows of resources related to pension and OPEB 
plans are explained in Notes 11 and 12. 
 
Net position (deficit):  Net position (deficit) of the Center is classified in three components.  Net invested 
in capital assets consists of capital assets net of accumulated depreciation and reduced by the outstanding 
balances of borrowings used to finance the purchase or construction of those assets.  Restricted 
expendable net position is made up of noncapital assets that must be used for a particular purpose, as 
specified by creditors, grantors, donors, or pension trusts, external to the Center, including amounts 
deposited with trustees as required by bond indentures.  Unrestricted net position (deficit) is the remaining 
net position that does not meet the definition of net invested in capital assets or restricted net position. 
 
Net patient service revenue:  The Center has agreements with third-party payors that provide for 
payments to the Center at amounts different from its established rates.  Net patient service revenue is 
reported at the estimated net realizable amounts from patients, third-party payors, and others for services 
rendered and include estimated retroactive revenue adjustments and a provision for uncollectable 
accounts.  Retroactive adjustments are considered in the recognition of revenue on an estimated basis in 
the period the related services are rendered and such estimated amounts are revised in future periods as 
adjustments become known. 
 
Operating revenue and expenses:  The Center’s statement of revenue, expenses, and changes in net 
position (deficit) distinguishes between operating and nonoperating revenue and expenses.  Operating 
revenue results from exchange transactions associated with providing health care services - the Center’s 
principal activity.  Nonexchange revenue (expense), including grants and contributions received for 
purposes other than capital asset acquisitions, are reported as nonoperating revenue (expense).  Operating 
expenses are all expenses incurred to provide health care services, other than financing costs. 
 
Hospital Care Assurance Program (HCAP):  As a public health provider, the Center renders services to 
residents of Adams County and others regardless of their ability to pay.  HCAP is the Ohio Department of 
Job and Family Services’ mechanism for meeting the federal requirement to provide additional payments 
to hospitals that provide a disproportionate share of uncompensated services to the indigent and uninsured.  
Net amounts received through this program totaled approximately $683,000 in 2018.  These amounts are 
reported as net patient service revenue on the accompanying statement of revenue, expenses, and 
changes in net positon (deficit). 
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Upper payment limit:  In September 2001, the State of Ohio Supplemental Upper Payment Limit (UPL) 
program for Public Hospitals was approved by the Centers for Medicare and Medicaid Services (CMS).  
This program provides access to available federal funding up to 100% of the Medicare upper payment limits 
for services rendered by Ohio Public Hospitals to Ohio Medicaid consumers.  The Center recognized 
approximately $540,000 in 2018 in net patient service revenue related to this program on the accompanying 
statement of revenue, expenses, and changes in net position (deficit).  
 
Charity care:  The Center provides care without charge or at amounts less than its established rates to 
patients meeting certain criteria under its charity care policy.  Because the Center does not pursue collection 
of amounts determined to qualify as charity care, these amounts are not reported as patient service 
revenue.  The Center maintains records to identify and monitor the level of charity care it provides.  These 
records include the amount of charges foregone for services and supplies furnished under its charity care 
policy, the estimated cost of those services and supplies, and equivalent service statistics.  The amount of 
charity care not recorded as revenue was approximately $693,000 in 2018.  The cost of caring for charity 
care patients for the year ended December 31, 2018, was approximately $236,000.   
 
Income taxes:  As an essential government function of the County, the Center is generally exempt from 
federal and state income taxes under Section 115 of the Internal Revenue Code and a similar provision of 
state law.  However, the Center is subject to federal income tax on any unrelated business taxable income. 
 
Subsequent events:  The Center has evaluated subsequent events through June 20, 2019, the date the 
financial statements were available to be issued. 
 
Recent Accounting Pronouncements  
 
GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than 
Pensions, replaces the requirements of GASB Statement No. 45, Accounting and Financial Reporting by 
Employers for GASB Postemployment Benefits Other Than Pensions, and is effective for fiscal years 
beginning after June 15, 2017.  Statement 75 requires governments to report a liability on the face of the 
financial statements for the OPEB that they provide and requires governments in all types of OPEB plans 
to present more extensive note disclosures and required supplementary information about their OPEB 
liabilities.  The Center adopted this guidance during the year ended December 31, 2018.  The effect on the 
financial statements is disclosed in Note 12. 
 
GASB No. 85, Omnibus 2017, issued March 2017, addresses practice issues identified during 
implementation and application of certain GASB Statements.  The standard addresses a variety of topics 
including issues related to blending component units, goodwill, fair value measurement and application, 
and postemployment benefits.  The new standard is effective for financial statements for periods beginning 
after June 15, 2017.  The Center implemented the provisions of this Statement for the year ended 
December 31, 2018. 
 
GASB No. 87, Leases, issued June 2017, relates to improving accounting and financial reporting for leases 
by governments.  The new guidance increases the usefulness of governments’ financial statements by 
requiring recognition of certain lease assets and liabilities for leases that previously were classified as 
operating leases and recognized as inflows of resources or outflows of resources based on the payment 
provisions of the contract.  It establishes a single model for lease accounting based on the foundational 
principle that leases are financings of the right to use an underlying asset.  Under this standard, a lessee is 
required to recognize a lease liability and an intangible right-to-use lease asset, and a lessor is required to 
recognize a lease receivable and a deferred inflow of resources, thereby enhancing the relevance and 
consistency of information about governments’ leasing activity.  The new standard is effective for financial 
statements for periods beginning after December 15, 2019.  The Center is currently evaluating the impact 
that adoption will have on its financial statements. 
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GASB No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements, 
issued April 2018, clarifies which liabilities governments should include in their note disclosures related to 
debt.  The new guidance requires that all debt disclosures present direct borrowings and direct placements 
of debt separately from other types of debt.  It defines debt for purposes of disclosure in notes to financial 
statements as a liability that arises from a contractual obligation to pay cash (or other assets that may be 
used in lieu of cash) in one or more payments to settle an amount that is fixed at the date the contractual 
obligation is established.  The new guidance also requires governments to disclose additional essential 
debt-related information for all types of debt.  The new standard is effective for financial statements for 
periods beginning after June 15, 2018.  The Center is currently evaluating the impact that adoption will have 
on its financial statements. 
 
 
Note 2. Net Patient Service Revenue 
 
The Center has agreements with third-party payors that provide for payments to the Center at amounts 
different from its established rates.  The Center is designated as a critical access hospital under the 
Medicare and Medicaid programs.  Contractual adjustments under third-party reimbursement programs 
represent the difference between the Center’s billings at established rates for services and amounts 
reimbursed by third-party payors.  A summary of the payment arrangements with major third-party payors 
follows: 
 

 Medicare:  The Center is accredited by the Centers for Medicare and Medicaid Services for the 
critical access hospital designation.  Inpatient services and most outpatient services rendered to 
Medicare program beneficiaries are paid based on a cost reimbursement methodology at 
101 percent of allowable cost.  Other outpatient services are paid based on fee schedules, or 
prospectively paid.   
 
The Center is reimbursed for cost reimbursable items at a tentative rate with final settlement 
determined after submission of annual cost reports by the Center and review thereof by the 
Medicare fiscal intermediary.  The appropriateness of the admission of Medicare program 
beneficiaries is subject to an independent review by a peer review organization.  
  

 Medicaid:  Inpatient services rendered to Medicaid program beneficiaries are reimbursed based 
on prospectively determined rates per discharge.  Medicaid outpatient services are reimbursed 
based upon the lesser of the Center’s charge or predetermined fee schedule amounts.  Capital 
related expenditures are subject to annual cost report settlement.  
 

 Other Payors:  The Center has also entered into payment agreements with certain commercial 
insurance carriers, health maintenance organizations, and preferred provider organizations.  The 
basis for payment to the Center under these agreements includes prospectively determined rates 
per discharge, discounts from established charges, and prospectively determined daily rates. 
  

Approximately 68% of net patient service revenue is from participation in the Medicare and state-sponsored 
Medicaid programs (including managed care) for the year ended December 31, 2018.  Laws and regulations 
governing the Medicare and Medicaid programs are complex and subject to interpretation and change.  As 
a result, it is reasonably possible that recorded estimates will change materially in the near term. 
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A summary of gross and net patient service revenue for all payors for the year ended December 31, 2018, 
is as follows: 

Gross patient service revenue 84,108,038  $     

Less:  
Provisions for contractual adjustments under
  third-party reimbursement agreements (52,480,415)        
Provision for bad debts (4,016,159)          
Charity (692,546)             

Net patient service revenue 26,918,918  $     
 

 
Note 3. Deposits, Assets Limited as to Use, and Investment Income 
 
Deposits:  Custodial credit risk is the risk that in the event of a bank failure, a government’s deposits may 
not be returned to it.  The Center’s deposit policy for custodial credit risk requires compliance with the 
provisions of state law. 
 
State law requires collateralization of all deposits with federal depository insurance; bonds and other 
obligations of the U.S. Treasury, U.S. agencies, or instrumentalities or the state of Ohio; bonds of any city, 
county, school district, or special road district of the state of Ohio; bonds of any state; or a surety bond 
having an aggregate value at least equal to the amount of the deposits. 
 
As of December 31, 2018, $843,663 of the Center’s bank balances of $1,287,921 were exposed to custodial 
credit risk as follows:   

Collateral held by pledging financial institution's trust
  department or agent in other than the Center's name 843,663  $          

Assets Limited as to Use 
 
The composition of the Center’s assets limited as to use as of December 31, 2018, consist of the following: 
 

Restricted by donors 76,617  $            
Internally designated for capital improvements  136,861              
Levied taxes receivable  2,384,231           
Held by trustee for debt service  6,460,762           

Total assets limited as to use 9,058,471  $       

Investments:  The Center may legally invest in direct obligations of and other obligations guaranteed as 
to principal by the U.S. Treasury and U.S. agencies and instrumentalities and in bank repurchase 
agreements and money market mutual funds.  It may also invest to a limited extent in corporate bonds and 
equity securities. 
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As of December 31, 2018, the Center had the following investments and maturities: 
 

Less One to Six to More 
Fair Than One Five Ten Than

Type Value Year Years Years Ten Years

Money market mutual funds 6,460,762  $  6,460,762  $   $              -    $             -    $               -   

Interest Rate Risk – The Center does not have a formal investment policy that limits investment maturities 
as a means of managing its exposure to fair value losses arising from changes in market interest rates. 
 
Credit Risk – Credit risk is the risk that the issuer or other counterparty to an investment will not fulfill its 
obligations.  The Center does not have an investment policy that addresses credit risk. 
 
Custodial Credit Risk – For an investment, custodial credit risk is the risk that, in the event of the failure of 
the counterparty, the Center will not be able to recover the value of its investment or collateral securities 
that are in the possession of an outside party.  The Center does not have a policy for custodial credit risk. 
 
Summary of carrying values:  As of December 31, 2018, the Center’s carrying values of deposits and 
investments shown above are included on the balance sheet as follows: 

Carrying value:
Deposits 725,086  $          
Investments  6,460,762           

7,185,848  $       

Included in the following balance sheet captions: 

Cash and cash equivalents 511,608  $          
Assets limited as to use  6,674,240           

7,185,848  $       

Investment income:  Investment income for the year ended December 31, 2018, consisted of interest and 
dividend income in the amount of $75,193. 
 
 

Note 4. Patient Accounts Receivable 
 

The Center grants credit without collateral to its patients, many of whom are area residents and are insured 
under third-party payor agreements.  Patient accounts receivable as of December 31, 2018, consist of the 
following: 

Medicare 3,518,166  $       
Medicaid  1,929,512           
Other third-party payors  2,191,036           
Patients  2,685,010           

Total patient accounts receivable  10,323,724         

Less allowance for contractual adjustments  4,549,703           
Less allowance for uncollectable amounts  2,427,183           

Patient accounts receivable, net 3,346,838  $       
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Note 5. Estimated Third-Party Payor Settlements 
 

Third-party payor settlements consist of amounts due from/(to) the Medicare programs for settlement of 
current and prior year cost reports and the state of Ohio’s upper payment limit and hospital care assurance 
programs.  These estimated settlements by program are as follows as of December 31, 2018: 

Medicare (381,964)  $         
Upper payment limit program (152,788)             
Hospital Care Assurance Program (HCAP)  339,848              

(194,904)  $         
 

The 2018 net patient service revenue increased approximately $214,000 as a result of settlements at 
amounts different than originally estimated. 
 
 

Note 6. Capital Assets 
 
Capital assets activity for the year ended December 31, 2018, is as follows: 
 

Beginning Ending 
Center: Balance Additions Disposals Transfers Balance

Capital assets:
Land and land 
  improvements 584,182  $        $                  -    $                -    $           -   584,182  $       
Buildings  23,387,649       13,942                                -                 -    23,401,591      
Equipment  20,006,641       182,481                              -                 -    20,189,122      
Construction in process                      -    6,400                                  -                 -                6,400   

 43,978,472       202,823                              -                 -    44,181,295      

Less accumulated 
  depreciation:

Land improvements  529,411            13,426                                -                 -    542,837           
Buildings  8,666,167         730,333                              -                 -    9,396,500        
Equipment  17,732,946       665,424                              -                 -    18,398,370      

 26,928,524       1,409,183                           -                 -    28,337,707      

Capital assets, net 17,049,948  $  (1,206,360)  $   $                -    $           -   15,843,588  $  
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Beginning Ending 
Foundation: Balance Additions Disposals Transfers Balance

Capital assets:
Land and land 
  improvements 397,800  $        $   1,968,980    $                -    $           -   2,366,780  $    
Buildings                      -    325,238                              -                 -    325,238           

 397,800            2,294,218                           -                 -    2,692,018        

Less accumulated 
  depreciation:

Land improvements                      -    32                                       -                 -    32                    
Buildings                      -    20,854                                -                 -    20,854             

                     -    20,886                                -                 -    20,886             

Capital assets, net 397,800  $       2,273,332  $     $                -    $           -   2,671,132  $    
 

The cost of equipment under capital lease included in capital assets for the Center as of December 31, 
2018, is as follows: 

Cost of equipment under capital lease 718,952  $          
Accumulated amortization (585,444)             

Net carrying amount 133,508  $          
 

 
Note 7. Accounts Payable and Accrued Expenses and Other 
 
Accounts payable and accrued expenses and other included in current liabilities as of December 31, 2018, 
consist of: 

Payable to suppliers and contractors 2,008,864  $       

Payable to employees (including payroll taxes and benefits) 899,182  $          
Payable to bond trustee for interest accrued  1,859,164           
Loss contingency  309,794              
Other  449,820              

3,517,960  $       
 

 
Note 8. Medical Malpractice Claims 
 
The Center purchases medical malpractice insurance under a claims-made policy on a fixed premium basis.  
Coverage is $1,000,000 per occurrence and $3,000,000 in the annual aggregate.  In addition, the Center 
has umbrella coverage of $10,000,000 per occurrence and $10,000,000 in the annual aggregate.  
Accounting principles generally accepted in the United States of America require a health care provider to 
accrue the expense of its share of malpractice claim costs, if any, for any reported and unreported incidents 
of potential improper professional service occurring during the year by estimating the probable ultimate 
costs of the incidents.  Based upon the Center’s claims experience, no such accrual has been made.  It is 
reasonably possible that this estimate could change materially in the near term. 
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Note 9. Long-Term Obligations 
 
The following is a summary of long-term obligation activity for the Center for the year ended December 31, 
2018:  
 

Beginning Ending Current 
Balance Additions Reductions Balance Portion

Revenue bonds payable 24,680,000  $   $            -    $             -   24,680,000  $  24,680,000  $  
Capital lease obligations  87,692                  35,200   (38,348)       84,544              64,452             

Long-term debt 24,767,692  $  35,200  $   (38,348)  $  24,764,544  $  24,744,452  $  
 

A summary of long-term debt as of December 31, 2018, is as follows:  

Revenue bonds payable, terms below 24,680,000  $     

Capital lease obligations with interest rates ranging from 3.60%
  to 9.10% and monthly payments ranging from $751 to $4,375,
  secured by equipment  84,544                

 24,764,544         

Less current maturities  24,744,452         

Long-term debt, less current maturities 20,092  $            
 

Minimum payments on these obligations to maturity as of December 31, 2018, is as follows: 
 

Years Ending December 31: Principal Interest Principal Interest

2019 24,680,000  $  1,859,164  $  64,452  $  2,402  $           
2020                      -                      -    8,955         948                  
2021                      -                      -    9,499         404                  
2022                      -                      -    1,638         12                    

24,680,000  $  1,859,164  $  84,544  $  3,766  $           

Long-Term Debt Capital Lease Obligations

 
Revenue Bonds Payable  
 
The revenue bonds payable consist of Hospital Facilities Revenue Improvement Bonds, Series 2015 
(Bonds) in the original amount of $27,480,000 dated July 28, 2005, which bear interest at 5.00% to 6.25%.  
The Bonds are payable in annual installments through September 1, 2036.  The Center is required to make 
monthly deposits to the debt service fund held by the trustee.  All of the Bonds still outstanding may be 
redeemed at the Center’s option on or after September 1, 2015.  The redemption price is 101%, decreasing 
to 100% on or after September 1, 2020.  Proceeds from the issuance of these bonds were used to construct 
the Center’s new facility.  The Bonds are secured by the net revenue and accounts receivable of the Center 
and the assets restricted under the bond indenture agreement. 
 
The indenture agreements require that certain funds be established with the trustee.  Accordingly, these 
funds are included in assets limited to use on the balance sheet.  The indenture agreements also require 
the Center to comply with certain restrictive covenants including minimum insurance coverage, maintaining 
a historical debt-service coverage ratio of at least 100% of maximum annual debt service, restrictions on 
incurrence of additional debt, and days cash on hand of not less than 25 days. 
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The Center was in violation of certain restrictive covenants as of December 31, 2018.  Consequently, the 
bond indenture is callable at the bondholder’s option and is, therefore, classified as a current liability on the 
accompanying balance sheet as of December 31, 2018.   
 
Since January 2014, the Center has been operating under forbearance agreements with the trustee, during 
which time the Center has not remitted any principal payments on the Bonds.  The forbearance agreement 
expired on December 31, 2015.  Although the forbearance agreement expired, the trustee continues to 
work with the Center relating to its liquidity issues, with the knowledge and consent of the majority 
bondholders.  Unpaid interest relative to the revenue Bonds amounted to $1,859,164 as of December 31, 
2018, and is reported within accrued expenses and other on the accompanying balance sheet. 
 
 

Note 10.   Operating Leases 
 
Noncancellable operating leases for office equipment expire in various years through 2022.  Future 
minimum lease payments as of December 31, 2018, are as follows: 
 

Years Ending December 31:

2019 128,622  $          
2020  49,920                
2021  34,816                
2022  4,795                  

218,153  $          

Equipment rental expense was $155,032 for 2018. 
 
 

Note 11.   Pension Plans  
 
Plans descriptions:  The Center contributes to the Ohio Public Employees Retirement System (OPERS) 
which administers two cost-sharing, multiple-employer defined benefit pension plans and one defined 
contribution pension plan, which together cover substantially all Center employees.  All employees are 
required to join OPERS.  The OPERS three pension plans are described below and are discussed in greater 
detail in the following sections: 
 

1. The Traditional Pension Plan – a cost-sharing, multiple-employer defined benefit pension plan. 
 

2. The Member-Directed (MD) Plan – a defined contribution plan in which the member invests both 
member and employer contributions (employer contributions vest over five years at 20% per year).  
Under the Member-Directed Plan, members accumulate retirement assets equal to the value of 
member and (vested) employer contributions plus any investment earnings. 
 

3. The Combined Plan – a cost-sharing, multi-employer defined benefit pension plan.  Under the 
Combined Plan, the OPERS invests employer contributions to provide a formula retirement benefit 
similar in nature to the Traditional Pension Plan benefit.  Member contributions, the investment 
which is self-directed by the members, accumulate retirement assets in a manner similar to the 
Member-Directed Plan. 

 
The OPERS issues a stand-alone financial report; these reports may be obtained by contacting the 
organization as follows: 
 

OPERS 
277 East Town Street 

Columbus, Ohio 43215-4642 
Telephone:  (800) 222-7377 

www.opers.org 
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Benefits provided:  Plan benefits for the OPERS are established under Chapter 145 of the Ohio Revised 
Code (ORC).  Members are categorized into three groups with varying provisions of the law applicable to 
each group.  Members who were eligible to retire on January 7, 2013, and those eligible to retire no later 
than 5 years after that date comprise transition group A.  Members who have 20 years of service credit 
prior to January 7, 2013, or are eligible to retire no later than 10 years after January 7, 2013, are included 
in transition group B.  Group C includes those members who are not in either of the other groups and 
members who were hired on or after January 7, 2013.  Additionally, the OPERS has three separate divisions 
with varying degrees of benefits:  (1) state and local, (2) law enforcement, and (3) public safety.  The 
Organization does not have any employees included in the public safety or law enforcement divisions. 
 
Benefits in the Traditional Pension Plan for state and local members are calculated on the basis of age, 
final average salary, and service credit.  State and local members in transition groups A and B are eligible 
for retirement benefits at age 60 with 60 contributing months of service credit or at age 55 with 25 or more 
years of service credit.  Group C for state and local is eligible for retirement at age 57 with 25 years of 
service or at age 62 with 5 years of service.  For groups A and B, the annual benefit is based on 2.2% of 
final average salary multiplied by the actual years of service for the first 30 years of service credit and 2.5% 
for years of service in excess of 30 years.  For group C the annual benefit applies a factor of 2.2% for the 
first 35 years and a factor of 2.5% for the years of service in excess of 35.  Final average salary represents 
the average of the 3 highest years of earnings over a member’s career for groups A and B.  Group C is 
based on the average of the 5 highest years of earnings over a member’s career.  Members who retire 
before meeting the age and years of service credit requirement for unreduced benefit receive a percentage 
reduction in the benefit amount. 
 
The OPERS offers a combined plan that has elements of both a defined benefit and defined contribution 
plan.  In the combined plan, employee contributions are invested in self-directed investments, and the 
employer contribution is used to fund a reduced defined benefit.  Eligibility requirements under the 
combined plan for age and years of service are identical to the defined benefit plan described earlier.  The 
benefit formula for the defined benefit component of the plan for state and local members in transition 
groups A and B applies a factor of 1.0% to the member’s final average salary and the first 35 years of 
service and a factor of 1.25% is applied to years in excess of 35.  Members retiring before age 65 with less 
than 30 years of service credit receive a percentage reduction in benefit. 
 
Once a benefit recipient retiring under the Traditional Pension Plan has received benefits for 12 months, 
current law provides for an annual cost-of-living adjustment.  The cost-of-living adjustment is calculated on 
the member’s base pension benefit at the date of retirement and is not compounded.  Members retiring 
under the Combined Plan receive a cost-of-living adjustment on the defined benefit portion of their pension 
benefit.  For those who retired prior to January 7, 2013, current law provides for a 3% cost-of-living 
adjustment.  For those retiring subsequent to January 7, 2013, beginning in calendar year 2019, current 
law provides that the adjustment will be based on the average percentage increase in the Consumer Price 
Index, capped at 3%.  A death benefit of $500-$2,500, determined by the number of years of service credit 
of the retiree, is paid to the beneficiary of a deceased retiree or disability benefit recipient under the 
Traditional Pension Plan and Combined Plan.  Death benefits are not available to beneficiaries of Member-
Directed Plan participants.  All employees are required to become contributing members of the OPERS 
when they begin employment at the Center unless they are exempted or excluded as defined by the ORC.  
For actuarial purposes, employees who have earned sufficient service credit (60 contributing months) are 
entitled to a future benefit from the OPERS.  The Center’s proportionate share of inactive members is 
included in the net pension liability and net pension asset as discussed in the following notes. 
 

Contributions 
 
The ORC provides the OPERS statutory authority over employee and employer contributions.  The required 
statutorily determined contribution rates, respective of annual payroll, actuarially determined as an amount 
that, when combined with employee contributions, is expected to finance the costs of benefits earned by 
employees during the year, with an additional amount to finance any unfunded accrued liability.  The 
contractually required contribution rate for the employee and the Center was 10% and 14%, respectively, 
for the year ended December 31, 2018. 
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For the year ended December 31, 2018, contributions to the pension plans from the Center are as follows: 

Traditional 1,322,175  $       
Combined  10,962                

1,333,137  $       

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Relate to Pensions 
 

As of December 31, 2018, the Center reported a net pension liability and net pension asset for the OPERS 
defined benefit plans as follows: 

Net pension liability (asset):
Traditional 9,884,734  $       
Combined (232,773)             

 
The net pension liability and net pension asset as of December 31, 2018, are measured as of December 31, 
2017, and the total pension liability used to calculate the net pension liability (asset) were determined by 
an actuarial valuation as of that date.   
 
The Center’s proportion of the net pension liability and net pension asset were based on the Center’s share 
of contributions to the respective defined benefit pension plans relative to the contributions of all 
participating employers during the measurement period.  As of December 31, 2018, the Center’s proportion 
was .063008% for the Traditional Plan and .170090% for the Combined Plan.   
 

For the year ended December 31, 2018, the Center recognized pension expense related to the defined 
benefit pension plans of $2,159,720.  As of December 31, 2018, the Center reported deferred outflows of 
resources and deferred inflows of resources related to pensions from the following sources: 
 

Deferred Deferred Deferred Deferred Deferred Deferred 
Outflows of Inflows of Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources Resources Resources

Differences between
  expected and actual
  experience  $      10,094   194,797  $      $              -   69,344  $    10,094  $       264,141  $     
Changes of

assumptions  1,181,292                         -    20,341                         -    1,201,633                         -   
Changes in

proportionate share
of contributions  841,714          15,949            5,321            69,796         847,035          85,745           

Net difference between
  projected and actual
  earnings on pension
  plan investments                    -       2,122,122                    -         36,726                      -    2,158,848      
Center's contributions
  subsequent to the 
  measurement date  1,322,175                         -           10,962                   -    1,333,137                         -   

3,355,275  $  2,332,868  $  36,624  $     175,866  $  3,391,899  $  2,508,734  $  

Traditional Plan Combined Plan Total Defined Benefit Plans
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Deferred outflows of resources resulting from the Center’s defined benefit pension plan contributions 
subsequent to the measurement date in the amount of $1,333,137 is recognized as a reduction of the net 
pension liability for the year ended December 31, 2018.  Other amounts reported as deferred outflows of 
resources and deferred inflows of resources as of December 31, 2018, related to pension plans will be 
recognized in pension expense as follows:  
 

Total Defined
Traditional Plan Combined Plan Benefit Plans

2019 1,300,085  $       (19,287)  $         1,280,798  $    
2020  206,628              (20,292)              186,336           
2021 (934,470)            (28,520)             (962,990)          
2022 (872,011)            (27,652)             (899,663)          
2023                         -   (14,756)             (14,756)            
Thereafter                         -   (39,697)             (39,697)            

(299,768)  $        (150,204)  $       (449,972)  $      
 

Actuarial Assumptions:  The total pension liability in the December 31, 2017, actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the measurement: 

Actuarial Information Traditional Plan Combined Plan

Wage Inflation 3.25 percent 3.25 percent
Future Salary Increases, 3.25 percent to 10.75 percent, 3.25 percent to 8.25 percent,

including inflation including wage inflation including wage inflation
COLA or Ad Hoc COLA 3.00 percent, simple 3.00 percent, simple
Investment Rate of Return 7.50 percent 7.50 percent
Actuarial Cost Method Individual Entry Age Individual Entry Age

Mortality rates for the OPERS are the RP-2014 Healthy Annuitant mortality table.  The most recent 
experience study was completed for the five year period ended December 31, 2015. 
 
The long-term expected rate of return on the OPERS defined benefit investment assets was determined 
using a building-block method in which best-estimate ranges of expected future real rates of return were 
developed for each major asset class.  These ranges are combined to produce the long-term expected rate 
of return by weighting the expected future real rates of return by the target allocation percentage, adjusted 
for inflation.  
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The tables below display the Board-approved asset allocation policy for 2017 and the long-term expected 
real rates of return: 
 

Long-Term
Expected 

Target Real Rate
Asset Class Allocation of Return

Domestic equities 19.00% 6.37%
International equities 20.00% 7.88%
Fixed income 23.00% 2.20%
Real estate 10.00% 5.26%
Private equity 10.00% 8.97%
Other investments 18.00% 5.26%

100.00% 5.66%

Discount rate:  The discount rate used to measure the total pension liability was 7.5% as of December 31, 
2017 (measurement date).  The projection of cash flows used to determine the discount rate assumed that 
employee contributions will be made at the current contribution rate and that participating employer 
contributions will be made at statutorily required rates.  Based on those assumptions, the pension plans’ 
fiduciary net position was projected to be available to make all projected future benefit payments of current 
active and inactive employees.  Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefit payments to determine the total pension liability 
and total pension asset. 
 
Sensitivity of the Center’s proportionate share of the net pension liability (asset) to changes in the 
discount rate:  The Center’s proportionate share of the net pension liability (asset) has been calculated 
using a discount rate of 7.5%.  The following presents the Center’s proportionate share of the net pension 
liability and net pension asset calculated using a discount rate 1% higher and 1% lower than the current 
rate as of December 31, 2018: 
 

Current 
1% Discount Discount Rate 1% Increase

6.50% 7.50% 8.50%

Traditional Plan Net Pension Liability 17,552,769  $     9,884,734  $     3,491,903  $    
Combined Plan Net Pension Liability (Asset) (126,533)            (232,773)           (306,072)          

Pension plans fiduciary net position:  Detailed information about the pension plans’ fiduciary net position 
is available in the separately issued OPERS financial report. 
 
Payable to the pension plans:  As of December 31, 2018, the Center had a payable of approximately 
$105,000 for an outstanding amount of required employer contributions to the plans. 
 
Defined contribution plan:  The OPERS also offers a defined contribution plan, the Member-Directed 
Plan.  The MD plan does not provide disability benefits, annual cost-of-living adjustments, postretirement 
health care benefits, or death benefits to plan members and beneficiaries.  Benefits are entirely dependent 
on the sum of contributions and investment returns earned by each participant’s choice of investment 
options. 
 
Pension expense recorded for the year ended December 31, 2018, for contributions to Member-Directed 
Plan was approximately $27,000. 
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Note 12.   Other Post-Employment Benefits Liability and Change in Accounting Principle 
 
Change in accounting principle:  Effective January 1, 2018, the Center adopted GASB 75.  The objective 
of the requirements of this statement is to improve accounting and financial reporting by state and local 
governments for OPEB.  This statement establishes standards for recognizing and measuring liabilities, 
deferred outflows of resources, deferred inflows of resources, and expense/expenditures.  For defined 
benefit OPEB, this statement identifies the methods and assumptions that are required to be used to project 
benefit payments, discount projected benefit payments to their actuarial present value, and attribute that 
present value to periods of employee service.  Note disclosure and required supplementary information 
requirements about defined benefit OPEB also are addressed.  The implementation of this pronouncement 
had the following effect on the net (deficit) as reported December 31, 2017: 

Net position (deficit), December 31, 2017, as previously reported (9,788,978)$        

Adjustments:
Net OPEB Liability (6,174,338)          
Deferred Outflows - Payments subsequent to measurement date 94,434                

Net position (deficit), as adjusted, December 31, 2017 (15,868,882)$      
 

Plan Description, Benefits Provided, and Contributions:  The OPERS provides postemployment health 
care benefits to retirees with twenty or more years of qualifying service credit under the Traditional Pension 
and Combined Plans.  Members of the Member-Directed Plan do not qualify for ancillary benefits, including 
postemployment health care coverage.  The plan benefits include a medical plan, prescription drug 
program, and Medicare Part B premium reimbursement.  Health care coverage for disability benefit 
recipients and qualified survivor benefit recipients is available.  The ORC permits, but does not require, the 
OPERS to provide Other Postemployment Benefits to its eligible benefit recipients.  Authority to establish 
and amend health care coverage is provided in Chapter 145 of the ORC. 
 
Each year the OPERS Board of Trustees determines the portion of the employer contribution rate that will 
be set aside for funding of post-employment health care benefits.  The portion of the employer contributions 
allocated to health care for members in the Traditional Pension Plan and Combined Pension Plan was 0.0% 
during calendar year 2018.  The OPERS Board is also authorized to establish rules for the retiree of their 
surviving beneficiaries to pay a portion of the health care provided.  Payment amounts vary depending on 
the number of covered dependents and the coverage selected.  The employer contribution as a percentage 
of covered payroll deposited for Member-Directed Plan participants for 2018 was 4.0%.  The Center’s 
contributions for 2018 used to fund post-retirement health care benefits was $10,676, which is included in 
the Center’s contractually required contribution of $1,370,503 for the year ended December 31, 2018. 
 
OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB:  At year end, the Center reported a liability of $6,638,268 for its proportionate 
share of the net OPEB liability.  The net OPEB liability, deferred inflows and outflows of resources, and 
OPEB expense were determined by an actuarial valuation date as of December 31, 2016, rolled forward to 
December 31, 2017, which is the measurement date.  The Center’s proportion of the net OPEB liability was 
based on a projection of the Center’s long-term share of contributions to the OPEB plan relative to the 
projected contributions of all participating governments, actuarially determined.  NOTE:  These amounts 
differ from the net OPEB liability reported on the balance sheet due to rounding and changes to the 
allocation schedules; however, the differences in these amounts are considered immaterial.  As of 
December 31, 2018, the Center’s proportion was 0.061130%.   
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For this year, the Center recognized OPEB expense of $564,364.  The Center reported deferred outflows 
of resources and deferred inflows of resources related to OPEB from the following sources: 
 

Deferred Deferred
Inflows Outflows

Net difference between projected and actual earnings on OPEB
  plan investments 494,507  $           $                     -   
Change in assumptions                         -               483,336   
Differences between expected and actual experience                         -                   5,171   

494,507  $          488,507  $          
 

The amount reported as deferred outflows of resources related to OPEB resulting from Center contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPEB liability in the year 
ending December 31, 2019.  Other amounts reported as deferred outflows of resources and deferred 
inflows of resources related to OPEB will be recognized in OPEB expense as follows as of December 31, 
2018: 
 
Years Ending December 31:

2019 109,930  $          
2020  109,930              
2021 (102,233)             
2022 (123,627)             

(6,000)  $             
 

Actuarial assumptions:  The total OPEB liability was determined by an actuarial valuation as of 
December 31, 2016, rolled forward to the measurement date of December 31, 2017.  The actuarial 
valuation used the following actuarial assumptions, applied to all periods included in the measurement, 
unless otherwise specified: 

Inflation rate 3.25 percent
Salary increases 3.0 percent to 6.5 percent, including

  wage inflation
Investment rate of return 6.50 percent
Health care cost trend rate 7.5 percent initial, 3.25 percent 

  ultimate in 2028
Actuarial cost method Individual Entry Age

Mortality rates for the OPEB are the RP-2014 Healthy Annuitant mortality table.  The most recent 
experience study was completed for the five year period ended December 31, 2015. 
 

The long-term expected rate of return on health care investment assets was determined using a building-
block method in which best-estimate ranges of expected future real rates of return are developed for each 
major asset class.  These ranges are combined to produce the long-term expected real rate of return by 
weighting the expected future real rates of return by the target asset allocation percentage, adjusted for 
inflation.  
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The table below displays the Board-approved asset allocation policy for 2017 and the long-term expected 
real rates of return: 
 

Long-Term
Expected 

Target Real Rate
Asset Class Allocation of Return

Domestic equities 21.00% 6.37%
International equities 22.00% 7.88%
Fixed income 34.00% 1.88%
REITs 6.00% 5.91%
Other investments 17.00% 5.39%

100.00% 4.98%
 

Discount rate:  The discount rate used to measure the OPEB liability was 3.85%.  The projection of cash 
flows used to determine the discount rate assumed that contributions would be made at rates equal to the 
actuarially determined contribution rates, in accordance with prefunding and investment policies.  The 
OPEB plan's fiduciary net position was projected to be available to make all projected future benefit 
payments of current plan members.  Therefore, the long-term expected rate of return on OPEB plan 
investments was applied to all periods of projected benefit payments to determine the total OPEB liability.  
Discount rates are subject to change between measurement dates. 
 

Sensitivity of the government's proportionate share of the net OPEB liability to changes in the 
health care cost trend rates:  The following chart presents the Hospital's proportionate share of the net 
OPEB liability, as well as what the proportionate share of the net OPEB liability would be if it were calculated 
using health care cost trend rates that are 1-percentage-point lower or 1-percentage-point higher than the 
current health care cost trend rates described in the actuarial assumptions: 
 

Current 
1% Discount Discount Rate 1% Increase

2.85% 3.85% 4.85%

Net OPEB Liability 8,819,225  $       6,638,268  $     4,873,895  $    

 
 
Note 13.   Going Concern 
 
The Center currently has a deficiency in net position and has violated certain financial debt covenants that 
have caused its bonds payable to become callable at the bondholder’s option.  The financial statements 
have been prepared assuming the Center will continue as a going concern, realizing assets and liquidating 
liabilities in the ordinary course of business.  Management is considering several alternatives for mitigating 
these conditions during the next year, including: 
 

 Continuing to restructure the Center’s revenue cycle procedures to improve cash collections and 
implementing a contract management review process 

 Increasing volume through aggressive marketing, community outreach, physician recruitment, and 
relationship with affiliates 

 Continuing to reduce unnecessary expenditures and adhere to effective cost management 
 Renegotiating terms of the current bond agreement 
 Renegotiate all payor contracts, both commercial and Medicaid, to market rates 
 Renegotiate all vendor contracts to reduce ACRMC’s costs and vendor’s margins 
 Opening physician offices in neighboring communities  
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Note 14. Settlement Agreement 
 
During the year ended December 31, 2015, the Center voluntarily disclosed several arrangements between 
physicians and the Center that may not have complied with the Stark Law and/or the Anti-Kickback Statute.  
The Center recorded a liability of $798,154 as of December 31, 2015, relative to settling these issues, and 
was awaiting response from the government to this offer.  The liability is reflected as a loss contingency 
within accrued expenses and other on the accompanying balance sheet. 
 
On March 13, 2017, the Center settled with the United States of America relative to one arrangement that 
was included in the voluntary disclosure noted above.  As per the settlement agreement, the Center was 
released from civil and administrative sanctions relative to this arrangement once the obligation is paid in 
full.  The total settlement amount was $1,079,380 and the Center agreed to make monthly principal and 
interest payments starting in May 2017 through April 2020.  The Center made a down payment of $150,000 
in March 2017.  The interest rate on the obligation is a fixed rate of 2.375%.  As of December 31, 2018, a 
liability of $309,794 is reported as an other liability within accrued expenses and other and a liability of 
$77,448 is reported in other long-term liabilities on the accompanying balance sheet relative to the 
settlement agreement obligation.  As of December 31, 2018, the Center also reported a liability of $359,793 
relative to the remaining arrangements from the voluntary disclosure noted above.  The liability is reflected 
as a loss contingency within accrued expenses and other on the accompanying balance sheet.    
 
 

Note 15. Other Contingencies  
 
Litigation:  In the normal course of business, the Center is, from time to time, subject to allegations that 
may or do result in litigation.  Some of these allegations are in areas not covered by the Center’s commercial 
insurance, for example, allegations regarding employment practices or performance of contracts.  The 
Center evaluates such allegations by conducting investigations to determine the validity of each potential 
claim.  Based upon the advice of legal counsel, management records an estimate of the amount of ultimate 
expected loss, if any, for each.  Events could occur that would cause the estimate of ultimate loss to differ 
materially in the near term. 
 
Cost report settlements:  The Center is currently in mediation with the Medicare Administrative Contractor 
(MAC) regarding cost report settlement issues and potentially disallowed costs.  Management believes the 
Center’s records and defenses fully support the allocated costs utilized in the preparation of the Medicare 
cost reports.  A provision has been made in the financial statements for the adverse outcome that could 
ultimately result from these matters.  Events could occur that would cause the estimate of ultimate loss to 
differ materially in the near term. 
 
 

Note 16. Adams County Medical Foundation, Inc. 
 
Financial statements:  The financial statements of the Foundation are presented in accordance with the 
provisions of the FASB ASC.  The FASB ASC requires the Foundation to distinguish between contributions 
that increase net assets with donor restrictions and net assets without donor restrictions.  It also requires 
recognition of contributions, including contributed services meeting certain criteria, at fair values.  The FASB 
ASC establishes standards for external financial statements of not-for-profit organizations and requires a 
statement of financial position, a statement of activities, and a statement of cash flows.  As permitted by 
GASB Statement No. 34, the Center has elected not to present a statement of cash flows for the Foundation 
in the basic financial statements of the Center’s reporting entity. 
 
Cash, assets limited as to use, and investment return:  As of December 31, 2018, the Foundation had 
$503,880 in donor restricted and unrestricted cash and cash equivalents, all of which was held in checking, 
savings, or money market funds and generated interest income of $24,404. 



ADAMS COUNTY REGIONAL MEDICAL CENTER  
AN ENTERPRISE FUND OF ADAMS COUNTY, OHIO 
 
NOTES TO FINANCIAL STATEMENTS 
 
 
 

34 

Net assets:  Substantially all of the Foundation’s net assets with donor restrictions are associated with 
grants and contributions received for capital expenditures or the furtherance of health education and 
wellness in Adams County and the surrounding area. 
 
Grants and gifts:  During the year ended December 31, 2018, the Foundation transferred grants of 
$11,576 to the Center for the purchase of capital equipment. 
 
Capital assets:  During the year ended December 31, 2018, the Foundation received 36 acres of land 
located in front of the Center as an unrestricted capital donation.  Fair market value of the property 
recognized in capital grants and gifts was $1,642,000 for the year ended December 31, 2018. 
 
Inherent contribution:  During the year ended December 31, 2018, the Foundation assumed control of 
Rural Health Collaborative of Southern Ohio, Inc. (Collaborative).  Upon acquisition, the Foundation 
recognized an inherent contribution of $563,737 related to the Collaborative’s net assets that existed on 
the date of acquisition.  Net assets of the Collaborative included in the Foundation’s net assets as of 
December 31, 2018, included cash of $26,209, accounts receivable of $11,902, and net capital assets of 
$525,626. 
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Schedule of the Center’s Proportionate Share of the Net Pension Liability (Asset) 
Ohio Public Employees Retirement System (OPERS) 

 
2018 2017 2016 2015

Traditional Defined Benefit Pension Plan
Center's proportion of the net pension liability 0.063008% 0.057405% 0.057690% 0.065966%
Center's proportionate share of the net pension  
  liability 9,884,734  $   13,035,699  $ 9,992,635  $   7,956,237  $   
Center's covered payroll 8,326,546  $   7,420,800  $   7,180,092  $   8,087,350  $   
Center's proportionate share of the net pension liability as a 
  percentage of its covered-employee payroll 118.71% 175.66% 139.17% 98.38%
Plan fiduciary net position as a percentage of the total 
  pension liability 84.66% 77.25% 81.08% 86.36%

Combined Defined Benefit Pension Plan 
Center's proportion of the net pension asset 0.170990% 0.030517% 0.038590% 0.047150%
Center's proportionate share of the net pension 
  asset 232,773  $      16,985  $        18,779  $        18,154  $        
Center's covered payroll 70,031  $        118,783  $      140,433  $      172,350  $      
Center's proportionate share of the net pension asset as a 
  percentage of its covered-employee payroll 332.39% 14.30% 13.37% 10.53%
Plan fiduciary net position as a percentage of the total 
  pension asset 137.28% 116.55% 116.90% 104.56%

These schedules are presented to illustrate the requirements to show information for 10 years.  However, 
until a full 10-year trend is compiled, the Center will present information for those years for which information 
has been determined under the provisions of GASB No. 68.  Information in these schedules has been 
determined as of the measurement date (December 31 of the prior fiscal year) of the collective net pension 
liability (asset). 
 

 
Schedule of the Center’s Pension Contributions 

Ohio Public Employees Retirement System (OPERS) 
 

2018 2017 2016 2015

Traditional Defined Benefit Pension Plan
Statutorily required contribution 1,322,175  $   1,082,451  $   890,496  $      861,611  $      
Contributions in relation to the statutorily required 
  contributions (1,322,175)      (1,082,451)      (890,496)         (861,611)         

Contributions deficiency (excess)  $                  -    $                  -    $                  -    $                  -   

Center's covered payroll 9,444,107  $   8,326,546  $   7,420,800  $   7,180,092  $   
Contributions as a percentage of covered-
  employee payroll 14.00% 13.00% 12.00% 12.00%

Combined Defined Benefit Pension Plan
Statutorily required contribution 10,962  $        9,104  $          14,254  $        16,852  $        
Contributions in relation to the statutorily required 
  contributions (10,962)           (9,104)             (14,254)           (16,852)           

Contributions deficiency (excess)  $                  -    $                  -    $                  -    $                  -   

Center's covered payroll 78,300  $        70,031  $        118,783  $      140,433  $      
Contributions as a percentage of covered-
  employee payroll 14.00% 13.00% 12.00% 12.00%

These schedules are presented to illustrate the requirements to show information for 10 years.  However, 
until a full 10-year trend is compiled, the Center will present information for those years for which information 
has been determined under the provisions of GASB No. 68.  Information in these schedules has been 
determined as of the Center’s most recent fiscal year end. 
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Schedule of the Center’s Proportionate Share of the Net OPEB Liability 
 

2018

Center's proportion of the net OPEB liability (percentage) 0.06113%
Center's proportionate share of the net OPEB liability 6,638,268  $       
Center's covered-employee payroll 8,658,264  $       
Center's proportionate share of the net OPEB liability
  as a pecentage of its covered-employee payroll 76.67%
Plan fiduciary net position as a percentage of the total OPEB liability 54.14%  
 
The amounts presented in the above schedule correspond with the Center’s fiscal reporting period and 
have been determined as of the measurement date (December 31 of the prior fiscal year). 

 
 

Schedule of the Center’s OPEB Contributions 
 

2018 2017

Contractually required contribution 10,676  $            94,434  $            
Contribution in relation to the contractually required contribution              (10,676)               (94,434)  

Contribution deficiency (excess)  $                     -    $                     -   

Center's covered-employee payroll 9,789,307  $       8,658,264  $       

Contributions as a percentage of covered-employee payroll 0.11% 1.09%  
 
The amounts in the above schedule correspond to the Center’s December 31 fiscal reporting year. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS  

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN  
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
Board of Trustees 
Adams County Regional Medical Center 
Seaman, Ohio 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of Adams County Regional 
Medical Center (Center) and its discretely presented component unit, Adams County Medical 
Foundation, Inc. (collectively, Organization) as of and for the year ended December 31, 2018, and the 
related notes to the financial statements, which collectively comprise the Organization’s basic financial 
statements, and have issued our report thereon dated June 20, 2019, which contained an emphasis of 
matter paragraph regarding substantial doubt about the Center’s ability to continue as a going concern.  
Our report also contains an emphasis of matter paragraph to describe the restatement of net position for 
the implementation of new Accounting Standard Statement No. 75 of the Governmental Accounting 
Standards Board, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  
The financial statements of Adams County Medical Foundation, Inc., a discretely presented component 
unit, which are included in the Organization’s financial statements, were not audited in accordance with 
Government Auditing Standards. 
 
Internal Control Over Financial Reporting 
  
In planning and performing our audit of the financial statements, we considered the Organization’s internal 
control to determine the audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Organization’s internal control.  Accordingly, we do not express an opinion on the 
effectiveness of the Organization’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in 
internal control such that there is a reasonable possibility that a material misstatement of the Organization’s 
financial statements will not be prevented, or detected and corrected on a timely basis.  A significant 
deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and, therefore, material weaknesses or significant deficiencies may 
exist that were not identified.  Given these limitations, during our audit we did not identify any deficiencies 
in internal control that we consider to be material weaknesses.  However, material weaknesses may exist 
that have not been identified.  
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Organization’s financial statements are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization’s 
internal control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Organization’s internal control and compliance.  
Accordingly, this communication is not suitable for any other purpose. 
 

 
 
Charleston, West Virginia 
June 20, 2019 
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