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INDEPENDENT AUDITOR'S RET'ORT

To ihe Board of Directors of
Northeasi Georgia Health System, Inc.:

We have audited the accompanying consolidated financial stalements of Northeast Georgia Healih
Syslem, Inc. and Affiliaics (the System), which comprise the consolidaled balance sheets as of
Septemnber 30, 2021 and 2020, and the related consolidated statements of operalions and changes
in net assets and cash flows for the years then ended, and the related notes o the consolidated
financial statcments.

Management's Responsibility for the Consolidated Financia! Statements

Manapement is responsible for the preparation and fair presentation of these consotidaied [Tnancial
statements in accordance with accounting principles generally accepted in the United Stales of
America; this includes the design, implementation, and maintenance of intemal control relevant 1o
the preparation and fair presentation of eonsolidated financial statemenis that are free from
matcrial misstatement, whether duc to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial slalements based on our
audits. We did not audit the financial statcments of Lanier Community Assuranee, Ltd, (LCA), a
wholly owned subsidiary, which statements refleet total nel assets constituting 2% and 0% of
consolidated total net assels al September 30, 2021 and 2020, and total revemues constituting 3%
and 0% of consolidated total revenues for the years then cnded. Those statements were audited by
other audilors, whose report has been furnished to us, and our opinion, insofar as it relates to the
amounts included for LCA, is based solcly on the report of other auditors. We conducted our audits
in accordance with andiling standards generally accepled in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the consclidated financial statemenis are free from material missialement.

An audil inveolves perfonming procedures (o obtain audit evidenee abowl {he amounts and
disclosures in the consolidated financial statements. The procedures sclected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. Tn making those risk assessments,
the auditor considers internal conirol relevant to the System’s preparation and fair prescntation of
the consolidated financial statcments in order to design audit procedures that are appropriate in the
circumstances, bul not for the purposc of expressing an opinion on the ellectiveness of the
System’s internal control. Accordingly, we express no such opinion. An audii also includes
evaluating the appropriateness of accounting policies used and the reasonableness ol significant
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accounting estimates made by management, as well as cvaluating the overall presentation ol the
consolidated financial statements.

We believe that the audit cvidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opimon, the consolidated financial statements referrcd to above present fairly, in all material
rcspects, the financial position of Northeast Georgia Health Systerm, Tnc. and Affiliates as of
September 30, 2021 and 2020, and the results of their operations, changes in net assets and cash
flows for the years then ended in accordance with aceounting principles generally accepted in the
United States of Amcrica.

Lmphases of Matters

As discussed in Note B to the consolidated financial stalements, in 2021, the System adopted new
accounting guidance required by Accounting Standards Updates No. 2016-02. As a result of the
adoption, the System has elected to forgo the effective method, and as such the presentation of the
consolidated financial statements and related notes will be presented in a comparative format. Our
opinion is not modificd with respect to this marter.

As discussed in Note O to the consolidated financial statements, the healthcare industry has been
impacted due 1o the cutbreak of the eoronavirus disease 2019 (COVID-19). Government support,
including the Coronavirus Ald, Relicf, and Economic Security (CARES) Act provided cssential
funding to eligiblc hospilals, physicians and other healthcare providers. Our opinion is not
modified with respect to this malter.

Other Matier

(ur audit was conducted for the purpose of forming an opinion on the consolidated financial
slatements as a wholc. The supplemental consolidating information is presented for purposes of
additional analysis and is not a required part of the consolidated financial statements. Such
information is the responsibility of management und was derived from and relates directly to the
underlying accounting and other records used 1o prepare the consolidated financial statements. The
information has been subjected to the auditing procedures applied in the audit of the consolidated
[inancial statements and cerlain additional procedures, including comparing and reconeiling such
information directly to the underlying accounting and other records uscd to prepare the
consolidated financial statements or to ihe consolidated financial stalements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation
to the consolidated financial statements as a whole.

YA P

Atlanta, Georgia
January 12, 2022



NORTHEAST GEORGIA HEALTH SYSTEM, INC. AND AFFILIATES

Consoliduted Balonce Sheels
{Dollars in Thousands)

September 30,
28271 2026
ASSETS
CURRENT ASSETS
Cash and cash equivalents 3 50,649 3 65,818
lnvestments 309,638 108,342
Assets limited as to use, required for current
obligations 13,289 3,615
Patient accounts receivable 179,568 116,160
Estimated amounts due from third-party payers 22285 -
Inventory of supplies 18,451 17,854
Other cwrent assets 12,212 7874
TOTAL CURRENT ASSLETS 606,392 319,663
INVESTMENTS 1,123,663 1,601,385
ASSETS LIMITED AS TO UISE
Under indenture agrecments - held by trusiees 161,890 159
Under self-insurance agrecmcents 63,516 43 (126
By Board ITor designated capital purposes 05,182 79,697
Other 86,429 69,444
407,017 192,326
Less amounts required for current obligations (13,28%) (3,615)
ASSETS LIMITED AS TO USE 393,728 188,711
PROPERTY AND EQUIPMENT, net 792,360 T90,670
OTHER ASSETS
Goodwill 3,263 3,263
Property held for future investment 5,583 6,759
Other 4,660 4,723
Right-of-use assct, finance leases 4,050 6,443
Right-of-use asset, opcrating leases 25,482 27,809
TOTAL OTHER ASSETS 43,044 45037

TOTAL ASSETS § 2,959,187 § 2,349,466

See notes to consolidated financial statements. 3



NORTHEAST GEORGIA HEALTTI SYSTEM, INC. AND AFFILIATES

Consolidated Balance Sheets — Continted
(Poltars in Thousands)

September 30,
2021 2020
LIABILITTES AND NET ASSETS
CUEREBRENT LIABILITTIES
Current portion of long-tcrm debi 18,125 ¥ 17,526
Accrued interest 4,961} 4,941
Accounts payable and other accrued expenses 90,559 74,878
Acerued salaries, bengfits, compensated absences
and amounts withheld 141,899 104,056
Current portion of finance leasc Hability 2161 2,789
Current portion of operating leasc liability 1.970 6,958
Advance payments from third-party payers - Note O 70,808 08,505
Uneamed revenue - Nole O 24,339 50,020
Estimated amonnts due o third-pariy payers 12,001 10,544
TOTAL CURRENT LIABILITIES 372,812 370,617
LONG-TERM DERT, less current portion 1,196,547 047,851
ESTIMATED SELF-INSUTRANCE LTABILITIES 58875 50,366
OTHER LONG-TEEM LIABILITIES
Deferred compensation 49,187 37,212
Pension liability 5,585 Q8,007
Finance lease liability, less current portion 1,760 3,326
Operating lease liability, iess current portion 17,934 21,119
TOTAL OTHER LONG-TERM LIABILITIES T4,466 160,764
TOTAL LIABILITIES 1,702,710 1,529,598
COMMITWMENTS ANT? CONTINGENCIES -
Molegs (o, T and B
NET ASSETS
Without donor restrictions 1,231,254 796,191
With donor restrictions 25.2213% 23.677
TOTAL NET ASSETS 1,256,477 519,868
TOTAL LIABILITIES AND NET ASSETS % 2,959,187 % 2,349,466

See notes to conselidated financial statementy,



NORTHEAST GEORGEA HEALTTI SYSTEM, INC. AND AFFILTATES

Consolidated Statements of Operations and Chunges in Net Assets
(Dollars in Thousands)

Year Ended September 36,

2021 2620
Changes in net asscls wilhoul dunor restrictions:
Patient service revenue $ 1,806,953 % 1,367,581
Other operating revenue 96,128 36,635
TOTAL OPERATING REVENUES 1,903,081 1,404,216
Expenses:
Salaries and wages 849,614 686,137
Employee benefits 149,938 127,777
Physicians' fees 41,765 27,567
Litilities 14,528 14,001
Supplies 311,791 252,092
Izgal, consulting and professional fees 6,740 5,853
Contracted outside scrvices 74,449 65,047
Insurance 17,917 21,817
Interest 36,656 34,058
Depreciation and amorlization 95,013 9B, 419
Other operaling cxpenses 118,119 107,120
TOTAL OPERATING EXPENSES 1,716,539 1,439 B8R
OPCRATING INCOME (LOSS) BEFORE
PROVIDLR RELIEF FUND REVENUE 186,542 (35,672)
Provider relief fimd revenue - Note O as27 42,491
INCOME FROM OPERATIONS 217,069 6,819
Nonoperating gains (losses):
(iain {loss) from investments, nct 156,971 (40,020)
Lass on extinguishment of long-lerm debt (18,514) (5,287)
(ain {loss) on sale of properly and equipment, net 905 (30
Change in cstimaled [air value and loss on extinguishment
of interest rate swaps - {4,877)
Change in cstimaied benefil obligation due to settlement (15,914) -
Misccllancous, net {2,220) {344)
NET NONOPERATING GAINS {LOSSES) 121,228 {56,058)
LXCESS (DEFICIT) OF REVENUE AND GAINS
OVER EXPENSES AND LOSSES 338,297 {49,239}

See notes to consolidated financial statements, 5



NORTHEAST GEORGIA HEALTH 5YSTEM, INC., AND AFFILIATES

Consolidated Statements of Operations and Changes in Net Assets — Continued
fDollars in Thousands)

Year Ended September 38,

24521 2624
{Other changes in net asscls withoul donor resirichons:
Penzion assct/liability adjustments 25,914 {63,585)
Met assets released for capital expenditures 988 -
Other changcs {138) 518
TOTAL OTHER CHANGES IN NET
ASSETS WITHOUT DONOE RESTRICTIONS 6,760 {63,060}
INCREASE (DECREASE) IN WET ASSETS
WITHOUT DONCE EESTEICTIONS 435063 {112,305)
NET ASSETS WITHOUT DONOE RESTEICTIONS,
BEGINNING OF YEAR 706,191 8,426
NET ASSETS WITHOQUT ONOR RESTRICTIONS,
END>OF YEAR & 1,231,254 5 796,191
Changes in net asscts with donor resiriclions:
Contributions Tor cquipment, educstion, indigent patients
and community benefits 5 4433 % - 3,457
Partnership carnings and oiher changes 507 {101)
Change 1n cxpected losses and discounts on pledges (118) (71}
Net agsetz released from resirictions (3,258) {1,292}
Other changes, net {18) 27
INCEEASE IN NET ASSETS
WITH DONOR EESTRICTIONS 1,546 2,020
NET ASSETS WITH DOXNOE RESTRICTIONS,
BEGIMNNING OF YEAR 23,677 21057
NET ASSETS WITH DOMNOE. RESTRICTIONS,
END OF YEAR 25,223 23,677
TOTAL INCREASE (DECREASE) IN NET ASSETS 436,609 {110,285)
TOTAL MET ASSETS, BEGINNING OF YEAR 819 868 930,153
TOTAL NET ASSETS, END OF YEAR  § 1,256,477 § 819,864

See notes to consolidated financial statements. )



NORTHEAST GEORGIA HEALTH SYSTEM, INC. AND AFFILIATES

Censolidated Statements of Cash Flows
(Dollars in Thousanids)

Year Ended Neptember 36,

2021 2024
CASTTFLOWS FROM OPERATING ACTIVITIES:
Tncrease (decreasc) in nel assets 3 436,609 § {110,285}
Adjustments to reconcile increase (decrcasce) in nel ussets
ta nel cash provided by operating activities:
Depreciation and amortization 25013 98,419
{{7ain} loss on sale of property, plant and equipment Do5) A0
Loss on sales of invesiments and assels
limited as to use 1,178 15,048
Loss on extinguishment of long-term debt 8,514 5,287
Pension plan adjusiments (95,916) 63, 585
Change in expected losses and discounts on pledges 118 71l
Change in nel unrealized gains/losses on investments
and assets limited as to use (124,858 51,755
Restricted contrbutions {4,433) (3,457}
Change in estimated fair value and 1nss on
extinguishment of inferest rate swaps - 9,877
Changes in assets and liabilities:
Patient accounts receivable {63,708) {184)
Inventory of supplies (597) {6,480}
QOther current asscls {16,091) 2,005
Other long-term assets 7,854 6,738
Acerucd inleresi 10 44n
Accounts payable and other accrued expenses,
and olher long-term liabilities 30,033 {16,136}
Acorued salaries, benclils, cornpensated absences
and amounts withheld 37843 20,319
Uneamned revenuc {25,681} 50,020
Estimated third-party payer seftlements {20,825} 2,739
Estitnaled self-insurance liabilities 14,326 8,433
Lease liabilities {7,643} {8,055)
Total adjustments (155,762) 301,364
NET CASH PROVIDED BY OPERATING ACTIVITIES 180,847 191,079
CASH IT.OWS FROM INVESTING ACTIVITIES
Purchases ol property, plant and equipment (88,201) (85,301)
Proceeds from sales of property, plant and equipment 2,800 30
Purchases of invesiments and assets limited as to use (L0%1.622) (822,281}
Proceeds from maturitics and sales of investments and
assets [imited as to use 77,038 709,085
NET CASH USED IN INVESTING ACTIVITIES {499,985) (198,967
See notes to consolidated financial statements. 7



NORTHEAST GEORGIA HEALTH SYSTEN, INC.

Conselidated Statemenis of Cash Flows — Continued
(Dollars in Thousands)

AND AFFILIATES

Year Ended September 10,
2021 2020
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable and long-term debt, net
of issuance costs 490,536 400,214
Payments to cscrow 1o relieve long-tenm debt {239,605) {415,683)
Principal payments on long-term debt and finance lease
obligalions (23,298) (18.927)
Payments to terminate interest rate swaps, nel - (11,3943
Advance payments from third-party payers - 98,905
Recoupment of advanee payments fom third-party payers {28,097) -
Resiocted contributions received 4,433 3,457
NET CASH PROVIDED BY FINANCING ACTIVITIES 203,969 56,372
NET {DECREASE) INCREASE IN CASIT
AND CASIT EQUITVALENTS (15,169) 45 484
CASLI AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 65,818 17,334
CASIT AND CASH EQUIVALENTS
ATEND OF YEAR  § 50,649 § 03,818
SUPPLEMENTAL INFORMATION:
Cash paid during the year for interest b 36,637 % 33,590
SUPPLEMENTAL SCHEDULE OF NON-CASH
ACTIVTTIES:
Property, plant and equipment received and accrued
in payables % 13,33% % 7,304
Lease liahilities arising from obtaining right-of-use assets % 6,019 % 6,513
Operating cash Nows from finance leases 5 - % 23
Operating cash flows from operating leascs 5 1,770 S 8,317
Financing cash flows from financc lcases 5 2,943 3 2,177

See notes to consolidated financiol statements,



NORTHEAST GEORGIA HEALTH SYSTEM, INC. AND AFFILTATES

Notes to Consolidated Financial Statemenis
{Dollars in Thousands)

Yeary Ended September 30, 2021 and 2020

NOTE A--ORGANIZATION AND OPERATIONS

Northeast Georgia Health System, Inc. and its affiliates (the Sysiem) were organized to provide
healthcare services to the residents of' counties my northeastern Georgia.

Northeast Georgia Health System, Inc. (NGHS) serves as the parent company for ils controlled
affiliatcs described below. NGHS provides for the method of electing the Trustecs and Directors
for these confrolled affiliales and engages in corporate planning and management, corporate
fingneial management, corporate marketing, and resource allocation to the comtrolled affiliates and
health education programs for the general population in Northeast Georgia. All conirolled affiliates
are located in or near Hall County, Georgia.

Northeast Georpia Medical Cenier, Tnc. (NGMC) was formed 10 serve and promote the public
heaith of the general population and operales an acute care hospital with a 557-bed campus in
(Gainesville and a 134-bed campus in Braseiton, and their related facilitics, for the henefit of the
gcneral public.

NGMC Lumpkin, LLC (NGMC-Lumpkin), a Georgia limited liabilily company, is a 52-bed
hogpital located in Dahlonega, Georgia. NGHS is the only member of NGMC-Lumpkin.

NGMC Barrow, LLC (NGMC-Barrow), a Georgia limited liability company, is a 56-bed hospital
located in Winder, Georgia. NGHS is the only member of NGMC-RBarrow.

The Medical Center Foundation (the Foundalion) manages fundraising and development activities
on behall of the System.

Northeast Georgia Physicians Group, Inc. (NGPG) was formed te improve access to healthcare
services throughout the service region. NGPG employs primary care and specialty physicians.

Northeast Georgia Health Partners, LLC (NGHT) was formed as a subsidiary of NGHS to operate
a preferred provider organization. NGHS is the only member of NGIIP.

The Georgia Heart Institule, LLC {GIHI), a Georgia limited liability company formally known as
The Heart Center, is a cardiology physician practice. NGHS is the only member of GHI.

During 2020, Lanier Community Assurance, Lid. (LCA) was formed for the primary purpose to
provide protessional Hability and workers® compensation coverage for the Systemn, LCA is
incorporated in the Cayman Islands and currently recognized as tax-exempt by the Cayman Tslands
Government.




NORTHEAST GEORGIA HEALTH SYSTEM, INC. AND AFFILIATES

Notes to Consolidated Financial Statements - Continwed
{Dollars in Thousands)

Years Eaded Septetsber 30, 2021 and 20210

Nertheast Georgia PEO, LLC (PEO) was formed in 2020 as 4 subsidiary of NGIIS for emploving
out-of-state workers. PEO is not capitalized or staffed and is solely used [or 1ax reportimg purposes.

Northcast Georgia Healih Partners Network, LT.C (NGIIP Network) is a physician-hospital
organization and was formed as a wholly-owned subsidiary in 2020 to provide clinically intcgrated
care to individuals covered by contracts entered into or administered by NGHP Network.

NGHS, NGMC, the Foundation, PEO, and NGPG arc organized as Georgia nol-for-profit
corporations and are exempl [rom federal income taxes under Section 501{(c)(3) of the Internal
Revenue Code.

The ingome for NGMC-Barrow, NGMC-Lumpkin and GHI passes through to NGHS, which is tux
exempl. NGHD and NGHP Network are organized as for-profit corporations.

NOTE B--SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation: The accompanying consolidated financial statements include the
accounts of NGIIS and its controlled affiliates. All significant intercompany accounts and
transaclions have been eliminated in the accompanying consolidated financial slatements,

Use of Estimates: The preparation of consolidated financial statements in conformity with
accounting principles penerally accepted in the United States of America (U.S. GAAP) requires
management {o make estinates and assumptions that affect the reporied amounts of assets and
liabilities and disclosure of contingent assets and liabilitics at the date of ihe consolidated financial
statements and the reporied amounts of revenues and expenses during the period. Significant
estimates include estimated explicii and implicit price concessions, amounts duc to or from third-
party payers, investment valuations, allocations of functional expenses, depreciable lives and
impainment considerations of property, plant and equipment, goodwill, deferred liabilities,
derivatives and professional and other insurance liabilitics. Actual results could differ from those
cstimatcs.

Cash and Cash Equivalents: Cash and cash equivalents include cash and short-term term deposits
and similar money market instruments, with maturities of less than three months when purchased,
excluding amounts included as asscts limited as to use or in the long-term investment porifolio.

Investments and Assets Limited as to Use: A portion of investments and assets limiled ag 1o use al
September 30, 2021 and 2020 includes the System’s percentage of ownership in a limited
partnership investment fund (the Fund) whose primary objective is to generate a highcr than
average cash flow yield through investment in publicly traded equity securities. The System
accounts for its investment m the Fund under the equity method of accounting with the System’s
share of the Fund’s gains and losses, both realized and unrealized, recognized as nonoperating
gains and losscs.

I



NORTHEAST GEORGTA HEALTH 5YSTEM, INC, AND AYFILIATES

Notes to Consaolidated Financial Statements - Continued
{Dollars in Thousands)

Years Ended September 30, 2021 and 2020

All other investments and assets limited as to use which are not invested in the Fund are stated at
fint value based on quoted market prices. The portion of investments related to fimancial
instruments with remaining maturities of less than one year and the portion of assels limited ag to
usc that is required te satisly curreni obligations are classified as current assets.

Assets limited as to use include assets held by trustees under hond indenture agreements, assets
held by trustees under professional liability and workers® compensation self-insurance trust
arrangements, assels designated by the Board for specific purposes, and asscts designated by
donors for specific purposes and held by the Foundation,

Interest and dividend investment income on proceeds of bomrowings that are held by trustees, to
the extent not capitalized, is reported as a part ol olher operating revenue. Investment income and
losscs on all other investmenis and assets imited as to use (including gains and losscs on sales of
proceeds eFborrowings that are held by trustees) is reported, net of investment cxpenses, a8 nonoperatimg
gams and Josses. The cost of securities sold is determined on the specilic identification method,
with net realized gains and losses reported as nonoperating gains and losses.

Unrealized gains and losses on investments and assets limited as to use which arc not invesied in
the Fund are recorded as nonoperating gains or losses from investments.

Inventory of Supplies: Inventory consists of medical and olher supphies and is stated at the lower
of cost or net realizable valuc, with cost determined by the first-in, first-out method.

Property, Equipment and Depreciation: Property and equipment is stated on the bagis of cost o,
il domated, far value at the date of donation. Depreciation is computed by the siraight-line method
over the estimated useful lives of the asscts using the hall-year method. The depreciable lives range
from 15 to 40 years for buildings and land improvements, and from 3 to 15 years for cquipment
and vchicles. Expenditures for maintenance, repairs, and minor renewals arc charged to operations
as incurred, Expenditures for betterments and major rencwals arc capitalized. When assets are
retired or otherwise disposed of, the cost and related accumulated depreciation are removed from
the consolidated financial statcments. Any resuliing gain or loss is included in nonoperating gains
and losscs.

(hlls of long-lived assets such as land, buildings, or equipment are reported as unrestricted support,
unless explicit donor stipulations specify how the donated assels must be used. Gifts of long-lived
assets with explicit restrictions that specily how the assets are to be used and gifts of cash or other
asscts that must be used 1o acquire long-lived assets are reported as restricted support. Absent
explicil donor resirictiuns about the amount of time thosc long-lived assets must be maintained,
exprtations of donor restrictions are reporicd when the donated or acguired long-lived assets are
placed in service.

i



NORTHEAST GEORGIA HEALTH 5YSTEM, INC, AND AFTFILIATES

Notes to Consolidated Financial Statements - Continued
{Dollars in Thousands)

¥Years Ended Seprember 30, 2021 and 2620

The System periodically reviews property and cquipment for indicators of potential impairment of
Iong-lived assets and, if such review indicates carrying amounts may not be recoverable, adjusts
the carmying value and recognizes a loss. Management does not believe that any 1nrecognized
impairment exists at September 30, 2021 and 2020, respectively.

Leases and Right-of-Use Asseis: The present value of lease payments is recorded as a lease
lability at the commencement of a contract that has a term in cxccss of one year. The present value
15 delermimed by discounting the required payments using the stated or implicit interest rate in the
leasc or, if not stated or implied, the Syslem’s incremental borrowing rate which was 3.00% for
the years cnded September 30, 2021 and 2020, respecilively. Payments include options to extend,
or terminate, if the Systemn determincs that it is reasonably certain thal such options will be
exercised. A nght-of-use asset is also recorded equal to the lease liability plus any initial direct
Cosls, prepayments, or ncenhives,

Deferred financing Costs: Deferred financing costs relate to the Sysiem’s long-term debt and are
amortized over the terms of the respective issucs in a manner that approximales the effective
inleresi method and are reported as a direct deduction of the related long-term debt.

Berivative Financial Instruments: The System was parly (o vanous interest rate swaps that
terminated during the year ended Scptember 30, 2020 as diseussed in Note F. These financial
instruments were not designated as hedpes and had becn presented at estimaied lair market value.
The estimated Tar valug was based on amounts the System would reccive or pay to enter into
similar agreements al the Consolidated Balance Sheet date. Changes in estimated fair value arc
included as nonoperating gains and losses in the accompanying Consolidated Statements of
Operations and Changes in Mct Assets. Even though not designated as hedyges, the purpose of the
inferest rate swaps was to reduce the volatility of market rates associated with ouistanding debt.

Estimated Professional Liability Self-Tnsurance and Qther Long-Term Liabifities: Sclf-insurance
liabilities includc estimated reserves for reported and unreporied professional liability claims and
are recorded at the estimated net present value of such claims. Other long-term liabilities include
obligations under deferted compensation arranpements, a defined benefit penston plan, a post-
retireiment employee benefit plan, as well as other liabilities which management estimates are nol
payable within oneg year.

FExcess (Deficit) of Revenue and Gains Over Expenses and Losses: The Consolidated Statements
of Operations and Changes in Net Asscts include the Exeess (Deficit} of Revenue and Gains Over
Expenser and Losses. Changes in net assets without donor restrictions which are excluded from
Excess (Deficit) of Revenue and Gains Over Expenses and Losses, consistent wilth indugiry
practice, include ceriain assels imited as to use, transfers of assets to and from affiliates for other
than goods or services, pension labnlily adjustments, and contributions of long-lived asscts,
including assets acquired using contributions which by donor restriction were to be used for the
purpose of acquiring such assets.

i2



NORTHEAST GEORGIA HEALTH SYSTEM, INC. AND ATTILIATES

Nates to Consolidated Financial Statements - Continued
(Dolfars in Thousands}

Years Ended September 38, 2021 and 2024

Transactions decmed by management to be ongoing, majur, or central to the provision of
healthcare services ol the System are reported as operating revenues and expenses. Peripheral or
imeidental transactions are reported as nonoperating gains and [osses,

Charity Care: NGMC, NGMC-Barrow, NGMC-Lumpkin, NGPG and GHT provide care to
paticnts who rmcct certain criteria under their charity care policies without charge or gt amounts
lcss than its established rates. Generally, care provided for a patient whose household income is at
or below 300 percent of the federal poverty guidelines is approved for charity carc. Becausc
NOMC, NGMC-Baitow, NGMC-Lumpkin, NGPG and GHI do not pursue collcetion of amounts
determined to qualify as charity care, these amounts are not reported as revenue. Charges loregone,
based on established rates, related to charity care were $415,087 and $349,753 fur the years ended
September 30, 2021 and 2020, respectively, which are net ol indigent care trust fund proceeds of
$9,646 and 57,613 in 2021 and 2020, respectively, Under an agreement with the Georpia
Department of Community Health Division of Medical Assistance {Georgia Medicaid), the
Hospital Authority of Ifall County and the City of Gainesville through NGMC pays itnio an
indigent care trust fund and is then eligible to reecive indigent care trust fund payrments,

The estimated cost of providing charity care {otaled $101,406 and $90,313 for the vears ended
Seplember 30, 2021 and 2020, respechively. The estimated costs of providing charity carc arc based
on a calculation which applies a ratio of costs to charges to the pross uncompensated charges
associaied with providing charity care. The ratio of costs to charges is calculated based on the
System's total expenscs divided by patient service revenue.

In additiom io the patient chanty care services, the System provides a number of other scrvices to
benefit the indigent for which little or no payment is received. Medicare, Medicaid and Stale
indigent programs do not cover the il cost of providing care to benefliciaries of those programs.
The System also provides services to the community al large for which it receives little or no
payment. Explicil price concessions lor the years ended September 30, 2021 and 2020 includc
5102,42R and $79,003, respectively, related to discounts provided to sclf-pay paticnis in order to
facilitate prompt payment.

Patient Service Revenue/Receivables: Palient service revenue 15 reported on the accrual basis and
reflects the amount that the System expects to receive in exchange for services provided during
the penod including estimated retreactive adjustments under reimburscment agreements with
third-party payers. Revenue is recognized as performance obligations are salisfied, Performance
oblipations are determined based on the nature of ihe services provided and may have a term of
several days or longer. Revenue tor performance obligations satisfied over time is rccognized
based on aciual charges incurred in relation to total expected charges.

Generally, System performance obligations satisficd over time relate i¢ patients receiving inpatient
acutc carcs scrviccs. The System measures the performance obligation from admission into one of
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the System’s facilities, or the commencement of an outpatient service, to the point when it is no
longer required 1o provide services to that paticnt, which is generally at the time of discharge or
completion of the outpatient services.

All of the System’s porformance obligations relate to contracts with a duration of less than onc
year; therefore, the Sysiem has slected to apply the optional exemptions provided in Financial
Accounting Standards Board {FASB) Accounting Standards Codification (ASC) 606-10-50-14(a)
and as a result 15 not required to disclose the aggregate amount of the transaction price allocated
to petlormance obligations that arc unsatisfied or partislly unsatisficd at the end of the 1eporting
period. The unsafisfied or partially unsatisfied performance obligations referred to above arc
prmarily related to inpatient acule care services at the end of ihe reporting period. The
performance obligations for these contracts arc generally completed when the patients are
discharged, which generally occurs within days or weeks of the end of the reporting period.

The System determines the transaction price for patient service revenue hased on standard charges
for goods and services provided, reduced by explicit price conecssions lor contractual adjustments
provided to third-party payers, discounts provided to uninsured patients in accordance with the
System’s financial assistance policy, and implicit price concessions provided to uninsured or
under-insured patients. The System determines ils estimates of contractual adjustments and
discounts based on contractual agrecments, its discount policies, and historical experience. The
System determines its cstimate of implicit price concessions based on its historical colicction
EXberience.

Rctroactive adjustments for third-party payers are accrued on an estimated basis in the period the
related services are rendered and adjusted n fiture periods as final scitlements are determined or
additional informaticn is obtained.

Paticnt accounts receivable are reported nct of bolh an estimated allowance for explicit price
concessions and an allowance for implicit price concessions. The System’s policy does not require
collateral or other security for patieni accounts receivable. The System routinely accepts
assignment of, or is otherwise entitlled to receive, patient benetits payable under health insurance
programs, plans or policies.

The Syslem has elected the practical expedieni allowed under FASB ASC 606-10-32-18 and does
not adjust the premised amount of consideration from patients and third-party payers for the cffects
of a significant financing component due to the Systcm’s expectlation that the period between the
time the scrvice is provided to a patient and the time that the patient or a third-party payer pays for
that service will be one year or less. The System does, in certain instances, enler into payment
agreements with patients that allow payments in excess of onc year. However, in these cases, the
financing component is not deemed 10 be significant to the coniracts.
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Doraer (ifts: Unconditional promises to give cash and other assets to the System are reported at
estimated net realizable valuc at the date the pronse is received. Conditional promiscs to give,
and indications of infenfions to give, are reported at net realizable valuc at the dale the gift is
received. Resources restricled by donors for specific operating purposes (or to specific time
periods) are held as net agsets with donor restrictions until expended for ihe intended purpose (or
the time restriction expires), at which time they arc reported as net assets released from restrictions
used for operations. Resources restricted by donors for additions to property and cquipment (or
payments on debt incwrred for properly additions) are held as net asscts with donor restrictions
until cxpended, at which time they are reported as net assets releascd from restrictions used for the
purchase of properly and equipment.

(rifts, grants and bequests not restricted by donors are reported as pet assets without donor
restrictions. Unconditional promises to give that are expected to be received within one year are
recorded at net realizable value. Unconditional promises to give that arc cxpected io be collected
in futurc years are recorded al the estimated present valuc of their estimaled future cash flows. The
discounts an those amounts are computed nsing cstimated raies applicable to the years in which
ihe prormses are received. An estimated allowance {or unculiectible pledges is recorded based on
management’s evaluation of promises to give. The System’s policies do not require collateral or
other security for promises to give.

fncome Toxes: NWGHS, NGMC, the Foundation, PEO, NGPG, and LCA are classified as
arganizations exempt from income taxes under Seciion 501{¢){3) of the Internal Revenue Code or
provisions of the Companies Law of the Cayman Tslands. The income for NGMC-Barrow, NGMC-
Lumpkin and GHI passcs throngh to NGHS, which is tax exempt. As such, no provision for income
taxcs has been made in the accompanying consolidated financial statements. NGHP and NGIIP
Network are laxable entities and account for income taxes in accordance with the FASRE ASC 740,
Income Taxes (ASC 740). At September 30, 2021 and 2020, respectively, manapement does not
believe the System holds any uncertain lax positions that would require financial statement
recognition or disclosure under ASC 740, Tt is the System’s policy to recognize interest and/or
penaltics related to income tax maiters as an operating cxpense.

Other Revenue: The System received new program development and capitation funds from the
(Georgia Board of Healthcare Workforee in the amount of $1,823 and 81,665 during fiscal year
2021 and 2020, respeclively, to develop training programs for primary care physicians. These
funds are recognized as other operating revenuc in the accompanying Consolidated Statements of
Operations and Changes in Net Asscts. In addilion, during fiscal year 2021, the System received
confributed services from the State of Georgia which provided contract nurses due to the
coronavirus discase 2019 (COVID-19) workforce shortage. Consistent with Accounting Standards
Update {AS1I) 2018-08, the System has determined the contributed services meet the specialized
skill e¢riteria and that the contributions should be recognized in the consolidated financial
staternents at their fair market value. The value of these contributed scrvices received was
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determined to be $55,577 and is accounted for in the Consolidated Siatements of Operations and
Changes in Net Assets as other operating revenue and salaries and wages expense. There is no
impact to the income from operations for this recognition,

Goodwill:  Goodwill represents the excess purchase price over the assigned fair value of
1dentifiable tangible assets and separately identificd intangiblc assets acquired in the acquisition
of various entities. Manapement annually cvaluates goodwill for impairment and records any
reduction in goodwill in the period such impairment is deterrmined. Management believes no such
impairment cxists at Seplember 34, 2021 and 2020, respectively.

Recently Adopted Accounting Principfes: In March 2017, the FASE issued ASU No., 2017-08,
Receivables-Nonrefundable Fees and Other Cosis: Premivm Amartization on Purchased Caliable
Debt Securities, which shortens the amortization period for any premium to the earliest call date.
Bonds purchascd with a discouni are net impacted by this ASU. Management adopted this ASU
effective Ociober 1, 2020, The adoption of this ASU did neot have a material impact o the
consolidaled financial statements.

In February 2016, the I'ASB issucd ASU No. 2016-02, Legses, which requires balance sheet
recognition of a liability and right-to-nse assei lor substantiajly all leases. The System adopted this
ASU cffective Cetober 1, 2020, utilizing a modified retrospective method with the cumunlative
elleci made ag of the earliest comparative period presented. Utilizing the comparative method
requited the System to recast certain prior period amounts previously presented as of and for the
year ended September 30, 2020. The System elecied the practical expedients offered under this
standard and did not reassess whether any current or expired contracts are, or contain, leascs and
did not reassess the classilicalion for any current leases. The System docs not apply the recognition
requiremenis of this standard to short-term leases. ‘The leasc payments for leases with terms of
twelve months or less are recegnized in the period in which they are incurred. The adoption of this
standard resulted in the recognition of operating right-¢l-use assets and lease liabilities within the
Consolidated Balancc Sheets. Addilionally, the right-of-use asset and related liability for financc
(capital) leases has now been presented separately in the Consolidated Balance Sheets. There was
no matenal impact on the net assets of the Systcm upon the adoption of this stundard.

Impact on Previously Reported Resufts: The provisions of ASU 2016-02 do not materially impact
the amount of expense the System recognizes. The primary impact of adopting the new standard
15 the reclagsification of capital assets from property and cquipment to right-gl-use finunce lease
assets and the reclassification of the corresponding finance lease liability from debt to other current
and long-tenm liabilitics. Additionally, operating leases are presented on the Consolidated Balance
Sheets as right-of-use operating lease assets and liabilities.

The following table presents a recast of sclected Consolidated Balance Sheet line items as of
September 30, 2020 after giving cffcet to the adoption of ASU 2016-02:
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As Prevignsly
Repoited Addjustients As Adinsted

ASSETS

Property and equiptoenl, nel ;) 797,486 & {6,816) % TO0,670

Ripht-of-use asset, finance leases - 0,483 G483

Right-of-use asset, operating leases - 27 809 27,308
LIABOITIES AND NET ANSETS

Cuerant poction of long-lerm debt 20,568 (3,042) 17,526

{Current pertion of finance lease liahility - 2,789 2,780

Current portion of operating lease Habilily - 6,938 6,958

Long-termn debt, less current portion 931,141 {3,290} e N

Finance lcase liability, less current portion - 3520 3,526

{pcrating lease liahility, less current pottion - 21,119 21,1149

Mot agscts RZ0,45] (383) B19.868

The following table presents a rccast of selecled Consolidated Statement of Operations and
Changes in Net Assets Ting items for the year endcd Scptember 30, 2020 after giving effect to the
adoption of ASU 2016-02;

Ay Previously

Reported Adfustiments Ay Adfusted
OPERATING EXPENSES:
Supplics g 252,125 § {(33) 8 2524192
[ntgrest 34,035 a3 34,058
Tepreciation and amortization 98,0038 321 BHA419
{Other opereting expenses 106,848 272 107,120

The following table presents a recast of selected Consolidated Statement of Cash Flows line items
for the year ended Scptember 30, 2020 after giving effect to the adoption ol' ASU 2016-02:

Ay Previously
Reported Adjustaents As Adjusted

CASH FLOW FROM OFERATING ACTIVITIES
Decrense 1 net asscls 5 (109,702) & (5383) % {110.285)
Adjustments to reconcile docregse in net assets
{o net cash provided by operating activities:

Depreciation and amortization GE,00% 32l 98,414
Other long-term assets {1.57% 8,317 8,738
Lease linbilities - (8,055} {8,055}

Recently Issued Accounting Principles: The following upcoming changes io accounting standards
may impact the System’s consclidaied financial statements when they become effective,
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In September 2020, the FASE issued ASU No. 2020-07, Not-for-Profit Entities: Presentation and
Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. This ASU will be
effective for fiscal years beginning after June 15, 2021. Management is currently cvaluating the
impaet, if’ any, ol adopling this AST,

Reclassifieations: Certain reclassifications have been made to the 2020 amounts 10 conform to the
2021 presentation. These reclassifications had ne material impact on the consolidated decrease in
net assets.

NOTE C--PATIENT SERVICE REVENUE/RECEIVABLES

The System has agreemients with various third-party payers that provide for payments at amounts
dilferent from established rates. A summary of the payment arrangements with significant third-
party payers follows:

Medicare: Acutc carc scrvices rendered to Medicare program beneficiaries are paid at
prospectively determined rates based upon diagnostic related group assignments, which are
delermmed by the patient's ¢Inmical diagnosis and medical procedures vtilized. The System
Teceives additional payments from Medicare based on the provision of services 1o a
disproportionate share of Medicaid and other low-income patients. The Medicare program
reimburscs for outpaticnt scrvices under a prospective meihod wtilizing an ambulatory
payment classification sysiem which classifies outpatient services based upon medical
procedures and diagnosis codes. Certain nonacute services and defined capital costs arc paid
based on a cost reimbursenent methodelogy. NGMC is paid at a teatative rate with final
settlement determined after submission of their annual cost reports and audits thereof by the
Medicare fiscal intermediary.

Medicaid: Tnpatient acute care services rendered to Medicaid program bencficiaries arc
paid based on prospectively determined rates per discharpe using diagnosis related group
assignments. Outpatient scrvices arc paid under a cost reimbursement methodology af a
tentative rate with final seittement determined after submission of annual cost reports and
audits thereol by the Georgia Department of Community Ilzalth.

Other: The System has also cntercd into payment agreements with cerlain commercial
insurance carriers, health maintenance organizations, preferred provider organizations and
employer groups, The basis for payment under these agreements includes prospectively
determinged rates per discharge, discounts from established charges and prospectively
determined daily rates.

Amounts recorded under certain of these contractual wrrangements are subject to review and final
determinalion by various program intermediarics. Settlements with third-party payers for
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rctroactive adjustments due to audits, roviews, or invesiligations are considered wvariable
consideration and are mchuded in the determination of the estimated transaction price for providing
patient care, These settlements are cstimated based on the terms of the payment agreement with
the payer, corrcspondence from the payer and historical settlement activity, including an
assessment to cnsure thal a significant reversal of revenue recognized will not occur. Estimated
scttlements are adjusted in future periods as adjustments bacome known or as years are scitled or
are no longer subject to such audits, revicws, and investigations. No significant amount of patient
$ervice revenue was recoghized for the years ended September 30, 2021 and 2020 as a result of
changes in or adjustments to prior years' settlement estimates or final scttlements of prier periods.

Gengerally, patienis who are covered by third-party payers are responsible for related deductibles
and coinsurance, which vary in amount. The System also provides services to uninsured and
underinsured patients that do not qualify for financial assistance. Based on historical experience,
a sigmificant portion of uninsured and underinsured patients are unablc or unwilling 10 pay for their
respensible amounts for services provided and a significant discount for this implicit price
conccssion is recorded in the penod services are provided.

Using a pertfolio approach, the Systein catimaies the transaction price for paticnts with deductibles
and coinsurance and from thosc who are uninsured based on historical experience and current
market conditions. In addition, for uninsured patients, the System reduces charges frem current
rates bascd on average discounts provided to certain third-party payers. The initial estimate of the
transaction price is determined by reducing, the standard charge by any contractual adjustments,
discounts, and implicit price concessions. Subsequeni changes to the estimate of the transaction
price are recorded as adjustments 1o palient service revenue in the peried of the change.
Adjustments for such changes in the estimated transaction pricc were not significant for the vears
ended Scpicmber 30, 2021 and 2020. Subsequent changes that are determined to be the result of
an adverse change in the patient’s ability to pay are recorded as bad debt expense. No significant
atnount of bad debt expense was reported for the years ended September 30, 2021 and 2020,

NGMC, NGPG, GHI, and NGMC-Bammow also participate in the Georgia Department of
Community Health Upper Payment Limit (UPL) program. The UPL. program allows for non-state
local government hospitals and nursing homes 1o be paid 100 percent of the amount Medicare
would pay for similar Mcdicaid services, During fiscal years 2021 and 2020, NGMC recognized
$24,748 and $7,573, respectively, from the UPL propram. $22,285 is included in third-party
reccivables as of Sepleraber 30, 2021. There was o amount receivable under the UPL program as
of September 30, 2020. NGMC-Barrow, NGPG, and GHT recognized $843, $3,464 and $64,
respectively, in funds from the UPL program in 2021, NGMC-Barrow, NGP(G, and GHT did not
recognize any funds from the UPL program in 2020. UPL amounts recognized are included in
patient service revenue.
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Effective July 1, 2010, the state of Georgia enacted legislation known as the Provider Payment
Agreement Act (the Act) whereby certain hospitals, as defined in the Act, are assessed a “provider
payment” in the amount of 1.45% of their patient service revenune, as defined in the Act. The
paymenis are to be uged for the sole purpose of obtaining federal [inancial participation for medical
assistance payments to providers on behalf of Medicaid recipients and are considered a communily
benefit by providers. 515,036 and 513,587 relaiing to the Act are included in other operating
expenses in the accompanying Consolidated Statement of Operations and Changes in Net Assets
for the ycars cnded September 30, 2021 and 2020, respectively.

Patient service revenue, net of contractual adjustments, discounts and implicit price concessions,
based on the type of service, is composed of the following for the year ended Scptember 30:

2021 2620
Medicare § 894481 % £84,928
Medicaid 201,768 155,090
Commercial 494 988 361,377
Sclf-Pay 150,070 120,488
Qiher 63,646 45,698
Palient service revenue $ 1,800,953 % 1,367,581

NOTE D--INVESTMENTS AND ASSETS LIMITED AS TO USE

The composition of assets limited as to use at September 30, 2021 and 2020, is as follows:

2621 2020
Indenfure agreements - held by trostees:
Cash and money markct funds % 121,745 % 159
Corporate bonds 39,941 -
Accrued income 204 -
161,890 159
Professional liability sell-insurance agreement -
held by trustee:
Cash and moncy market funds 10,044 2,456
Government bonds - 19,202
Corporatc bonds 30,584 8,643
Equity securilies 15,090 7,170
Acerued income 195 400
56,513 37,871
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2021 2028
Workers' compensation sell-insurance agreement -
held by trustes:
Cash and moncy market funds I,602 550
Government bonds - 3,391
Corporate bonds 3,566 1,008
Equity investments 1,813 -
Accrued income 22 206
7,003 5,155
Buoard designated for capital improvernents:
Cash and money markct funds 19,333 13,883
Equity securitics 75,849 65,814
05,182 79,607
Other
{ash and moncy market lunds 16,544 995
Mutual funds 32,752 34,780
Comoratc bonds 3112 5,044
Equity sccurities 6.438 3,026
Limited partnership investments 20,802 19,795
Oither 6,268 5,779
Accrued income 23 25
86,429 69,444
407,017 192,326
Less assets limited as to use that are required
for current obligations {13,289} {3,615)
b 393,728 § 188,711

The composition of investments at September 30, 2021 and 2020, is as follows:
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2621 2620

Cash and money market funds 5 309,638 § 108,342
Government bonds - 332,432
Corporatc bonds 246,229 262,692
Equity securities 825,338 404,592
Mutual funds 490,926 -
Accrued income 2,170 1,669

1,433,301 1,109,727
Less cument investments {309,638) (108,342}

$  1,123.663 $ 1,001,385

Investment income on procecds of borrowings ihat are held by trustees was §221 and $142, for the
years cnded September 30, 2021 and 2020, respectively, and is included as a part of other operating
revenue in ithe accompanying Consolidated Statements of Operations and Changes in Net Assets.
The net gain (Joss) from all other investinents and assets limited as to use without donor resitictions
for the years ended September 30, 2021 and 2020, was comprised of ihe [ollowing:

2021 20249
Interest and dividend income S 331765 32,597
Limited partnership {losscs) earnings 3,518 (2,130)
Net realized losses {1,178) (15,948)
Change m net unrealized gains/losses 124,858 (51,755}
Investment expense (3,403) (2,784}
Net investment gain (loss) 5 156,971 % (40,020)

Investment securities are exposed to various risks, such as interest rate, marketl and credit nsks.
Die te the level of risk associated with certain investment securities and the level of uncertainty
rclatcd to changes in the value of investment securities, it is at least reasonably possible that
changes Lo risk [actors n the near term could materially affect the amounts reporied in the
consolidated financial statements.

NOTL L--PROPERTY AND EQUIFMENT, NET

Property and equipment at September 30, 2021 and 2020 are as follows:
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2021 2624
Land i 04,924 § 63,227
Iand 1improvements 16,671 16,671
Building snd building equipment 036,545 018,093
Equipment 712,325 673,193
Vehicles 5,661 5,352
1,736,126 1,676,536
Less aceumulated depreciation and smortization (098,147) {906.717)
737,979 769819
Construction in progress - Nole R 54,381 20,851
$ 792360 5 790,670

Deprecialion expense associated with property and equipment, nct for the years ended September
30, 2021 and 2020 was $91,808 and $94,610, respectively.

NOTE I"--LONG-TERM DEBT

A sumnmary of long-term debt at September 30, 2021 and 2020 is as follows:

2021 2024
Revenue Anticipation Certificates, Series 2021 A
Interest rales ranging from 2.50% to 5.00%; interest payments
due semi-antually through February 2051 3 221,535 % -
Plus unamortized premium 29,852 -

Pevenue Anticipation Certificates, Series 2021RB
Interest rates mnging from 2.85% to 3.00%; interest payments
due semi-annually through February 2054 242,120 -

Fevenue Auticipation Certificates, Series 20204
Interesi tates ranging from 3.00% to 5.00%; interest payments
due semi-anmually through February 2047 332,735 330,260

Plus unzmortized premium 60,223 62,592

Revenue Anticipation Certificates, Scrics 2017A
Interest rates ranging from 4,00% to 5.00%,; inleresl paymenls
duc semi-annually through February 2045 [66,510 170,025
Plus unamortized premiwn 13,854 14,310
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2021 2024
Fevenue Anticipation Certificates, Series 200 TR
Inierest mtes ranging from 3.75% to 5.50%, interest payments
due semi-annually through Febroary 2045 137.784 1441540
Plus vnamortized premivm 17,088 17,650
Revenue Anticipation Certificates, Scrics 2014A
Interest rates ranging from 4.00% to 5.50%; inlcresl payments
due semi-annually through Aupnst 2054 - 206,925
Plus unamortized premium - 16,286
Other notes payable 813 3,574
1,222,514 971,142
Less current portion {1%,125) (17.526)
Less 1ssuance cosl (7.842) {5,765)
3 1,196,547 % 047 851

All of the outstanding Revenuc Anticipation Cerlilicales utilize the same basic structurc. The
Ifospital Authority of Hall County and the City of Gainesville {the Authority) issues Revenue
Anticipation Certificates thal are exempt from Federal income tax. The Authorily loans the
proceeds from the sale of the certificates to NGHS and NGMC. For each issue of certificates, there
18 a trust indenture that controls the business terms of that debl. NGHS and NGMC (the Oblipated
(roup) are bound by a notc payablc to the Authorily to provide amounts sufficient to pay the
maturing instailments of principal and interest. The trust indentures requirc that cortain funds be
deposited with the trustee. These funds are included in assets limitcd as to use in the accompanying
Consolidaled Balance Sheets and are available to pay principal and interest, subject to the
provisions of the indentures.

In connection with the formation of NGHS, the Authority entered into a lcase agreement dated
October 1, 1986 with NGMC whereby the Authority lcased all of its agsets (including the main
hospital campus) to NGMC. In return, NGMC assumed all of the debt and other obligations of the
Authority. The lease includes ongoing covenants including a duty to provide indigent care. The
lease had an initial term of forly years and has since been extended to September |, 2054,
Management believes thai NGMC was in compliance with all of its lease obligations as of
September 30, 2021,

All of the outstanding Revenue Anticipation Certificates are secured by a Master Trust Agreement,
with parity to all issucs, whereby the Obligated Group has pledged all of its gross revenues to
sccurc the prompl payment of the certificates. The Master Trust Agreement limits additional
indebledness and provides that any default on any obligation secured under the Master Trust
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Agreement is a defanft under the Master Trust Agreemeni ag well, NGMC has also mortgaped its
interest in the main hospital campus {including equipment and related assets) to the Master Trustee
under a 2010 Leasehold Deed to Secure Debt and Security Agreement. The Master Trust
Agreement dated February 1, 2010 was amended and restated as of March 1, 2020 pursuant to the
Series 2020A  Certificates issuance. The Master Trust Agreement is supplemented by
Supplemental Master Indentures issued with the Series 2021 Cerdificates, dated as of September
1,2021.

The terms of the various mdentures require the maintenance of certain financial ralivs and
compliance with other covenants. Management belicves the Obligated Group was in compliance
with all financial and other covenants as of September 30, 2021 and 2020, respectively,

In September 2021, the Obligaied Group 1ssued Revenue Anticipation Certificates Scries 2021 A,
in the aggregate principal amount of $221,535, and Taxable Revenue Anticipation Certificates
Series 20218, i the aggregate principal amount of $242,120, collectively referred to herein as the
Series 2021 Certificates. The proceeds of the salc of the Series 2021 Certificates were used to (i)
advance refund the cutstanding amounts and issuance costs of the Seres 2014A Certificates, (ii)
pay related costs of issning the Series 2021 Certificates, and (iii) finance a portion of the cost of
the acquisition, construction, renovation, mstallation, and equipping of additions or improvements
to the healthcare facilities operated by NGIIS and its affiliated in Hall Counly, Georyia. The Series
2021 A Cerhficates bear interest ranging from 2.5% to 5%. Excepl dunng a term or fixed interest
rate period, interest on the Scrics 2021A Certificates shall accrue interest based on the actual
number of days clapsed during the inlerest rate period and a year of 360 days. The Scries 2021 A
Certificates bearing interest at 4% and maturing on February 15, 2046 arc subjeci 10 mandatory
sinking fund redemption payments beginning February 15, 2042 and ending February 15, 2046,
which range from $3,190 to $3,830. The Serics 2021 A Certilicales maturing on February 15, 2051
are subject to mandatory sinking fund redemption payments beginning February 15, 2047 and
ending February 15, 2051, which range from $1,565 to $16,215. The Serics 2021A Ceriificates
bearing interest at 3% and matuning on February 15, 2051 arc subject to mandatory sinking fund
redemption payments beginning February 15, 2047 and cnding February 15, 2051, which range
from $1,070 to $7,505. The Serics 2021A Certiticaies bearing interest at 2.5% and maturing on
February 15, 2031 arc subject to mandatory sinking fund redemption payments beginning February
15, 2047 and ending February 15, 2051, which range from $1,335 to $9,385. The sale proceeds of
the Series 2021A Certificates were subject to an original issue premium and issuance costs of
$29.953 and $1,449, respectively, and will be amortized monthly in accordance with the term of
the Series 2021 A Certificates.

Scries 2021A Certilicates are subject to optional redemption by the Authority, al the direction of
NGHS, al a redemption price of the entire principal amount thereol plus accrued interest on or
atter Febmary 15, 2031.
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The Senigs 2021B Certificates bear inferest rangimg from per 2.85% to 3.00%. Except during a
term or fixed intersst rate peried, interest on the Series 202113 Certificates shall accruc intercst
based on the actual number of days elapsed during the intercst rate period and a year of 360 days.
The Scrics 20218 Certificates maturing on February 15, 2046 are subject lo mandalory ginking
fund redempiion payments beginning Febroary 15, 2041 and ending February 15, 2046 which
range from $5,473 to $21,055, The Series 20218 Certificates matuing on February 15, 2054 are
subject to mandatory sinking fund redemption payments beginning February 15, 2047 and ending
Febrvary 15, 2054 which range from $21,680 to $26,745. The salc procceds of the Series 2021 A
Certificates were subject to issuanec costs of 51,624 and will be amortized monihly in accordance
with the term of the Series 2021B Certificates.

The Series 20218 Certificates maturing on February 15, 2046 and February 15, 2054 arc subject
to optional redemption prior to maturity at the option of NGHS on or after November 15, 2045
and November 135, 2053, respectively, at a redemption price of the entire principal amount of such
Scrics 2021B Certificates to be redeemed. If redeemed prior 1o these dates, a redemption price
equal 1o the Make-Whaole Redemplion Price, as determined by an independent accounting firm or
Financial advisor, plus accrued interest shall be paid.

In March 2020, the Oblipated Group issucd Revenue Anticipation Certiticates Series 20204, in
the aggregate principal amount of $339,260. The proceeds of the sale of the Semes 20204
Certificates, were used Lo (1} advance refund the outstanding amounts of the Series 2010A, Series
2HM0B, Seres 201 1A, Senes 20148, Series 2017, and the Sertes 20170 Certificates which were
issued to finance or refinance a poriion of the cost of the acquisition, construction, installation, and
equipping of hospital and related facilities for NGHS or its affiliates, and (ii) pay related costs of
issuing the Serics 2020A Certificates. The Series 2020A Certificates bear interest ranging from
3% 10 5%, Excepl durmg a lerm or fixed interest rate period, interest on the Series 2020A
Certificates shall accne mierest based on the actual munber of days elapsed during the intcrest
rate period and a year of 365 days. The 2020A Certificates maturing on February 15, 2045 are
subject to mandatory sinking fund redemption payments beginning February 15, 2041 and endmg
Fcbruary 15, 2045, which range from 314,440 1o $17,370. The 2020A Certificates matwing on
February 15, 2047 are subject to mandatory sinking fund redemption payments beginning FFebruary
15, 2046 and ending February 15, 2047, which range from $24,300 to $25,040. The salc procceds
of the Series 2020A Certificates werc subject to an original issue premium and issuance ¢osts ot
$63,777 and §2,822, respectively, and will be amortized monthly in accordance with the term of
the Series 2020A Certificates.

In February 2017, the Obligated Group issucd Revenue Anticipation Certificates Series 2017A,
Scrics 20178, Scrics 2017C, and Scries 20170 in the agpregate principal amouni of §460,565.
The proceeds of the sale of the Series 2017 Cerlificates, were used to {i) advance refund a portion
of the oulstanding amount of the Series 2010A and Series 2010B Certificaies, {ii) finance a portion
of the costs of certain additions and improvements to, and equipment for, the healtheare facilitics
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operated by NGHS and its affiliates in Hall County, Georgia, and (i11) pay related costs of issuing
the Scries 2017 Certificates.

The Series 2017A Cerbficates consist of $170,025 term certificates maturing af various dates
through February 15, 2045 bearing interest at rates ranging from 4.00% 1o 5.00% and subject to
mandatory sinking fund redemption payments beginning February 15, 2038 and ending February
15,2042, which range from $10,775 to $12,995; and mandatory sinking fund redemption payments
beginning February 15, 2043 and ending February 15, 2045, which range from $11,825 to $13,065.
Cerlilicales maluring om or after February 15, 2028 are subject to optional redemplion at par plus
acerued mterest by the Authority, at the direction of NGHS, on or afier February 135, 2027,

The Series 20178 Certificates consist of 3140,540 lerm certificates maturing at various dates
through February 15, 2045 bearing inlerest at rates ranging from 3.75% to 5.50% and subject to
mandatory sinking {und redemption payments beginning February 15, 2038 and ending February
15, 2042, which range from $6,215 to $10,460; and mandatory sinking fund redemption payments
begimning February 15, 2043 and ending Fcbruary 15, 2045, which range from $6,890 to 57,655,
Certificates maturing on or after February 15, 2028 are subject to optional redemption at par plus
accrucd interest by the Authority, at the direction of NGHS, on or after February 15, 2027,

The advance refunded Series 2017C Certificate consisted of a $75,000 term certificate subject to
mandatory sinking fimd redemption payments beginning February 15, 2044,

The advance refunded Scrics 2017D Cerlilicale consisted of a $75,000 term certificate subject to
mandatory sinking fund redemption payments which began February 15, 2018,

In December 214, the Authority issued Revenue Anticipation Certificates Series 2014A and
2014B in an aggregate principal amount of $342.425, The Senes 2014A and 201418 Certificates
were collectively referred to as the 2014 Cerhificates.” NGIIS used the procceds of the 2014
Certificates to refinance the Senies 2012 Certificates, as well as portions of the 2010 Cerlificates,
in addition to other uses.

The Series 2014A Certificates consisted of $27,500 term certificates maturing Augnst 15, 2046
bearing interest at 4.00% and subyect to mandatory sinking fund redemption payments beginning
August 15,2041, which ranged from $2,500 to $15,000; $60,375 term certilicales maturing August
135, 2049 bearing interest at 5.25% and snbjcet to mandatory sinking fund redemption payments
beginning August 15, 2046, which ranged from $2,560 to $20,265; and $119,050 term certificates
maturing Augnst 15, 2054 bearing inierest at 5.50% and subject to mandatory sinking fund
redemption payments beginning August 15, 2050, which ranged from $21,330 10 $26,425. All
2014 A Certificates were subject to mandatory tender for purchase on August 26, 2021, NGIIS was
obligated to provide funds to purchasc the Certificates on that date. NGHS advance refunded the
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outstanding balance of the 2014A Certificates in August 2021 as part of the Scrics 2021
Certificates issuance.

The Scrics 2014B Certilicates consisted of $135,500 lerm certificates matwing August 15, 2035,
mnitially bearing inierest al a variable rate, and subject to mandatory sinking fund redemption
payments begmning August 13, 2020, NGHS refinanced the Series 201413 Certificates in February
2020 and then advance refunded the outstanding balance as part of the Series 2020A Certificates
issuance.

In Augnst 2011, the Authorily issued Revenue Anticipation Certificates Series 2011A in the
aggregate pnncipal amount of 546,623, subject to mandatory sinking fund redemption prior to
maiurity. The Series 2011A were advance refunded as part of the Serics 20204 Certificates
issuance.

In Febrnary 2010, the Authorily 1ssued Revenue Aniigipation Cerfificates Senies 2010A in the
agoregale principal amount of $319,830. Also, in February 2010, the Authority issued Revenue
Anticipation Certificates Series 2010B in the aggregate amount of $250,000. The Scrics 2010A
and 20108 Certificates were collectively referred to as the “2010 Certificates.” The 20104
Certificatcs maturing on Febmary 135, 2025 and Febrary 15, 2034 were redesmed duting fiscal
year 2015 using proceeds trom the 2014B Ceriilicates. Various certificates mafuring on dates
ranging from February 15, 2021 through February 15, 2045 were advance refunded during 2017
using proceeds from the 2017A Certificates. The cutstanding certificates were advance refunded
during 2020 using proceeds from the 20204 Certificates.

The 2010B Certificates, issued with an aggregale principal amount of $250,000, maturing on
February 15, 2030 and February 15, 2035 were redeemed during fiscal year 20135 using procecds
from the 2014A Certificates. Various certificates maturing on dates ranging from February 15,
2021 through February 135, 2045 were advance refunded during 2017 using proceeds from the
20178 Certificates. The remaining Scrics 2010B Certificales were advance refunded from the
2020A Certificates.

The advance refunding of the 2017C, 2017D, 20114, 2014B, 2010A and 20108 Certificates,
previously described, was accomplished by placing funds in escrow accounts in order to satisfy
remaining scheduled prmeipal and interest payments of the outstanding debt. Prior to September
30, 2020, these advance refunded certificates werc redecemed with their respective deposits in
escrow. As such, there is no debt outstanding and not recognized, due to advance refunding, in the
Consolidated Balance Sheeis at September 30, 2020. The advance refunding of the 2014A
Cerlilicates, previously described, was accomplished by placing funds in an escrow account in
order to satisfy the remaining scheduled principal and interest payments of the ontstanding debt
through and including Febmary 15, 2025, the redemption date. As of Seplember 30, 2021 the
balance of the respective depesits in escrow are $239,606, and as such, there is debt outstanding
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and not recognized, due to advance refunding, in the Consclidated Balance Sheets at September
30, 2021.

The Secries 2017B Cerlilicales are also secured by an Intergovernmental Coniract between the
Authority and Hall County, Georgia. If the Obligated Group fails to timely pay these Certificates,
Hall County has promised to assess up to seven mills of properly tax as an additienal source of
payment for the Certificate holders.

Long-lerm debt at September 30, 2021 and 2020 also includes noles payable to financial
istitutions extending through fiscal 2023,

Seheduled maturities of long-term debt, excluding unamortized original issue discounts and
premiums, for each of the next five years and in the aggregate at September 30, 2021 are as follows:

Year Ending September 3,

2022 b 13,841
2023 14,523
2024 17,610
2025 18,515
2026 19,465
Thereafier 1,017,543

$ 1,101,497

In connection with the issuance of the Series 201 1A Certiftcates, which refunded the previously
issued Series 2008A Certificates, NGHS entered into an interest rate swap agreement with a bank
as counterparty. During 2011, NGHS entered into a fixed spread basis swap agreement with a bank
as counterparty in order 10 reduce its fixed rate debt scrvice costs through a swap structure that
lakes on basis nisk. In anticipation of the Cbligated Group issuing the 2017 Certificates, NGHS
entered into two separate swap agreements in October 2016. In connection with the issuance of
the Series 2020A Certificates, all swap agreements were terminated and a non-operating loss of
$9,877 was recognized for the year ended September 30, 2020,

NOTE G--LEASES

The System has entered inio various non-cancelable leases with third parties for medical office
spacc and medical equipmeni. The components of leasc cxpense, included in other operating
expenses on the Consolidated Statements of Changes in Operations and Net Assets, at September
30, 2021 and 2020 are as follows:
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Finance lease costs:
Amortization of right-to-use-asset
Interest on lease hability
Operating lease cost
Short term lease cost

{Oher information:

Firhl-oluse assels obtained for new finance leases
Right-of-use asscis obtained [or new operating leases

Weighted averape remaining lease term - finance leases
Werhted averape remaining lease tenn - operating leases

Weighted average diseount raic - [inance leases

Weighted average discount rate - operating leases

2021 2020
2,697 3,212
- 23
7,770 8,317
947 740
11,714 12,292
549 6,481
5,470 32
1.93 2.65
5.91 6.65
0.00% 0.00%
3.00% 3.00%

The following is a schedule of future minimum lease payments under operating and finance lcasc

agreements:

Year Ending September 30,

2022
2023
2024
2025
2026
Therealier

Total lease payiments

Less: Intercst portion

Present value of lcase obligations
Less: Current portion

Long-term lease oblipations

Fingnce Operating
b3 2,161 5 8,663
1,735 5,884
35 3,875
. 2,694
- 1,793
- 5,458
3,921 28,367
- {2,463)
3,521 25,904
(2,1613 {7.970)
b 1,760 § - 17,934

30



NORTHEAST GEORGIA HEALTH SYSTEM, INC, AND AFFLLIATES

Notes to Consolidated Financial Statements - Contintied
(BDollars st Thousands)

Years Ended September 30, 2021 and 2020
NOTE B--PEN5ION PILAN

‘The System sponscrs a defined bencfit pension plan (the plan}). An employee was eligible to
participate in the plan following the attainment of age 21 and completion of at least 1,000 hours
of service during a calendar year. Generally, the Sysiem makes annual contributions to the plan
equal Lo the amount necessary to meet the mumimum funding standards of ERISA. Employees arc
not permitted to contribute to the plan.

MNormal retirement benefits arc provided at the latter of age 65 or on the participant’s fifth
anniversary of entering the plan. Early relirement benelits are available at age 55 and completion
of len years of vesting service, Prior to changes to the plan (discussed below), the plan also
provided for disability, desth and delayed retirement benefits.

The plan formula changed cffective January 1, 2006 so that the benefit is equal 10 a past service
benefit plus a future scrvice benefit. The past service benelil is equal to the benefit camed as of
December 31, 2005 under the existing formula, The future service benefit is equal to 1% of
garmings for each calendar year in which the participant works at least 1,000 hours.

Lifective January 1, 2006, the defined benefit pension plan was closed to new employees.
Additionally, the plan no longer provided disability henefits,

The tollowinyg table sets forth the plan’s changes in projected benefit obligations, chanpes in the
plan’s assets and funded status of the plan as determined by management with assistance from the
plan’s independert consulting actuary at September 30, 2021 and 2020:

Year Ended
September 30,
2021 2028
Change in benef{it obligations
Benelit oblhigations, beginning of year $ 392,624 8§ 337313
Service cosl 3,236 0.550
Tnterest cost 9976 10,616
Curtailment {17,502} -
Settlement (42,442) -
Benetfits paid (11,470 (10,279)
Acinarial gain {13,560) 45,424
Benefit obligations, cod of year ) 320862 % 392,624
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Yeur Ended
September 30,
2021 2024
Change in plan assels
Fair value ol plan assets, beginning of year $ 293,717 % 291,866
Acmal refurn on plan assets 55,4792 (7.870)
Contributions of plan sponsor 20,000 20,000
Scttlement (42.442) -
Benefits paid (11.470) (10,279)
Fair value of plan assets, end of year $ 315277 § 293717
Funded status of the plan at end of year $ (5,585) § (98,907)

Employer contributions and bencfits paid in the above table include only those amounts
contributed dircetly to, or paid directly from, plan assels in fiscal vears 2021 and 2020

The accumulated benefit obligation (ABO) of the plan was $320,862 and $375,397 at September
30, 2021 and 2020, respectively. In accordance with pencrally accepted accounting principles, the
System recognizes the funded status of the plan as an asset or liability and ibe gains or losses and
prior service costs or credits not yet recognized as pension expense as a change in net assets
without donor restriciions, Due o the plan being frozen during fiscal year 2021, futurc pay is no
longer considered in determimng the accrued benefit for the remaining active participanis and as
such the ABQO is equal to the projected benefit obligation {PBO) at September 30, 2021,

Amounts recognized in the Consolidated Balance Sheets consist of the following:

September 30,
2021 2020
Noncurrent lLiabilities $ {5,585) § (58,907)
Net ligbility recognized $ (5,585) % (98,907)

Amounts recognized in net assets without denor restrictions consist of the following:

Year Ended
Sepiember 30,

26271 2020

Unrecognized nel acluarial loss b 120,314 § 216,230
$ 120,314 § 216,230
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Net periodic pension cost and other amounts recognized in net assets without doner resirictions
consist of the following:

Year Ended
September 30,
2621 2026
Met pericdic pension cost
Service cost with interest to year-cnd b 1236 % 0550
Interest cost on the projected benefit obligation 0,976 10,616
Expected return on plan asscts (21,157) (22,971}
Amortization of prior service cost - -
Amortization of nel actuarial loss 14,625 12,681
Settlement 15,914 -
Net periodic pension cost $ 22594 9,876
Other changes in net assets without donor resirichions
Net {(gain) loss h (€3,377) % 76,266
Amaortization of prior scrvice cost - -
Ameortization of net actnarial loss {14,625} {12,681)
Settlement (15,914) -
Total recognized in net assets without donor restnctions 3 (95916) § f3,585
Total recognized in net periodic pension cost
and net assets withonl donor Testrictions b (73,3221 § 73,461

The actuarial assumptions used for the plan as of Scptember 30, 2021 and 2020 are as follows:

September 36,
2621 2020
Discount rates 2.90% 2.70%
Rates of increase in future compensation levels varics by age varies by age
Expected long-term rale of relurn on plan assets 6.50% 7.50%
Rates of increase in maximum benefit and compensation
limits 3.00% 2.20%

The discount rate has a significant cffcet on the caleulation of the pension bencfit obligations.
Estimates used in the discount rate and other assumptions are subject to change in the fulure,
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The determination of the expected long-term rate of return on plan assets is based on assumptions
that are developed by the plan’s investment consultant for each investment category as to the rate
of return, risk, yield, and correlation with other categories that serve as components of the long-
term strategy. Based on these assumptions, eligible components are tested over the desired time
frame given the acceptable tolerance of risk determined by the System. The expected long-term
rate of return reflects assumptions as to continued execution of the current strategic asset
allocation, modern portfolio theory, and the plan’s investment policy.

The composition of plan assets at September 30, 2021 and 2020 is as follows:

Significant
Quoted Prices Other Significant
in Active Observable Unobservable
Markets Inputs Inputs
Carrying Value (Level 1) (Level 2) (Level 3)
September 30, 2021
Money market funds $ 4747 % 4747 $ - $ -
Corporate bonds 56,101 - 56,101 -
Mutual funds and equity securities 253,838 253,838 - -
Accrued income 591 591 - -
$ 315,277  $ 259,176  $ 56,101 $ -
September 30, 2020
Money market funds $ 35314 % 35314 % - % -
Corporate bonds 59,359 - 59,359 -
Mutual funds and equity securities 198,444 198,444 - -
Accrued income 600 600 - -
$ 293,717 $ 234,358 $ 59,359 $ -

The System’s investment policy requires the pension fund to reflect the requirements of ERISA
and to be managed within the following diversification parameters: large and mid-cap multi-
national equities of 25-40%; dividend-oriented equities representing a defensive equity strategy
with loss mitigation provided by covered call options of 25-40%; and investment grade fixed
income securities with an emphasis on intermediate maturities of 20-25%. Effective December 31,
2020, the System has frozen the pension plan for all participants. In addition, guaranteed annuities
were purchased for 747 retirees and beneficiaries as of September 2021. The System recognized a
settlement loss of $15,914. This is reflected as a settlement in the change in benefit obligation for
the year ended September 30, 2021. Management contributed $20,000 to the plan during fiscal
year 2021.

Estimated future benefit payments, which reflect expected future service, as appropriate, are
expected to be paid as follows:
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Year Ending September 30,
2022 5 9,340
2023 10,216
2024 11,092
20235 11,889
2026 12,654
2027-2031 71,863

MNOTE I--OTHER RETIREMENT PLANS

Dring 2006, the System created the Northeast Georgia Health System, Inc. 401(k) Retirement
Savings Plan for substantially all employees. The Plan provides for matching contributions by the
System which are 100% of each emplovee’s elective defemmals up to 1% of counpensation and 50%
ol each employee’s elective deferrals that exceed 1% of compensation but that do not exceed 6%.
During 2020, the employer match was suspended from the first pay period in June through the lasi
pay period in September due to the event discussed in Note O. Puring 2021, the cmployer match
was reinstated. Expense under the 401(k) Retirement Savinps Plan was 319,475 and $12,601 for
the years ended September 30, 2021 and 2020, respectively.

The System also has other deforred compensation and benefit plans maintained for specilic
purposes. Assets and liabilities are included in the accompanying consolidated financial statements
where appropriate.

NOTE J--ESTIMATED LIABILITIES FOR SELF-INSURANCE

The System has established trust funds for the purpose of funding professional liability and self-
insured workers® compensation up to specified retention levels, generally $5,000 per occurrcnee
and $10,000 in the aggregate (annually) for professional liability and $400 per occurrence for
workers” compensalion with no annual aggregate, Losses excesding aggregate annual limits up to
maximum limits arc covered by insuranec purchased from conumercial carriers and management
intends to maintain such insurance coverage in the future. As of September 30, 2021, management
iz not aware of any claims that will nltimately settle above the specified retention levels and,
accardingly, has not recognized any Insurance recovery receivahles.

Funding for professional liability is on a claims-made basis, while workers’ compensation is
determined on an occurrcnce basis. Funding of the trusts is based upon estimates of potential
liability provided by annual independent actuarial valuations and includes provisions for elaims
reported and claims incurred but not reported in excess of msurance limits. The System is involved
in litigation relating to medical malpractice and workers® compensation and other claims arising
in the ordinary course of business, There are also known ingidents occurring through September
30, 2021 that may result in the assertion of additional elaims and other unreported clatms may be
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asserted ansing from services provided in the past. Lstimated sclf-insurance liabilitics in the
accompanying Consolidated Balance Sheets at September 30, 2021 and 2020 consist of amounts
accrncd by the System related (o these sell-insurance programs and have not been discounted.
Ainounts acerued by NGHS were $58,875 and 550,366 at September 30, 2021 and 20240. Operating
expenses I the vears ended September 30, 2021 and 2020 includc $11,088 and $17.902,
respectively, for professional hiability and workers’ compensation.

The System maintains a sclf-insurance program to provide medical and dental coverage for eligible
employees and their dependents. Reinsurance abowve 5225 anmually per individual wilth no
aggregate limit 15 maintained through & commmercial excess coverage policy. Operating cxpenses
[or the years ended September 30, 202] and 2020 include $69,085 and $57,469, respectively,
related to these benefits. 512,100, representing estimated incurred but unpaid medical and dental
claims, are included in accounats payable and aceried expenses al both Seplember 30, 2021 and
2020.

NOTE K--CONCENTRATIONS OF CREDIT RISK

Financial instruments that potentially subject the System to concentrations of credit nisk consist
prmanly of cash and cash equivalents, investments and assets limited as to usc (Notc D) and
palieni service revenue and accounts Teceivable.

The System placcs cash and cash equivalents with banking inslitutions thal are insured by the
Federal Deposit Insurance Corporation. At times, the System has deposits in excess of these
thsurance limits. The System is exposed to loss of the uninsvred amounts in the event of
nonperlformance by ihe banking institution; however, the System does not anticipate any such
losses.

The System grants credit without collateral to their patients, most of whom are focal residents and
are insured under thind-party payer agreements. The estimated mix of paticnt scrvice revenue from
patients and major third-party payers for the vears ended September 30, 2021 and 2020 is as
follows:

2021 2620
Governmental programs:
Medicare 50% 51%
Medicaid 11% 11%
Commereial insurance 27% 26%
Self-pay and other 12% 12%
100% 100%
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NOTL L--OPERATING EXPENSE BY FUNCTIONAL CLASSTIFICATION

The System provides healthearc scrvices to residents within its geographical location. Expenses
are allocated by function based on estimates of cmployecs” time incurred, usage ol resources, and
other methods, Expenses based on functional classification rclated to providing these services
during the years ended September 30, 2021 and 2020 are as follows:

Hegltheare Kuppart
Servies Services Fundraising Total
September 30, 2021

Salaries and benefits 5 D23.850 % 4,355 5 1,147 % Q00,552
Utilities 13430 1,058 - 14,5238
I"hysicians” feas 38,633 3,132 - 41,765
Supplies 200,733 21,040 18 31,7
Iazal, consuling and professional foes 5,980 60 - &, 749
Contmacted suside services G 0RO f, 234 126 T4,444
Inberest 34,279 2377 - 36,656
Inzurance 15,163 1,734 - 17,917
(ither 108, 3606 WAT3 Bl 118,119
Drepreciation and amortization BE,002 3,967 44 95,013

] 1,586,534 § 128,590 % 1415 % 1,716,330

Seprember 3, 2028

Salarics and benefits b T40238 66,628 ¥ Lot §13,014
Utilitics 12,684 1,114 l 14,001
Plysicians' fees 24 408 2,759 - 27,567
Hupplies 230,159 21812 121 252 %2
Eegal, consulung snd prolessional e 4,772 1403 a0 5453
Contraeied oulside sennocs 38125 G805 [Nk 65,047
Interest 31,108 2550 - 34,058
Insurance 1,554 3,261 - 21,817
Cther 05,811 11,046 153 107,120
Dapreciation and anmorti zation 88,571 Q9812 36 GE.419

5 1,313,940 % 127420 3 1,528 % 1,435 HEi

NOTE M--AVATLABILITY AND LIQUIDITY

The System manages 1ts cash and investments through a formalized investmient process which
includes evaluating cash necds for rontine and nonrowtine aclivities and adjusting the amount of
cash held and the maturity of investments, The System’s financial assets reduced by amounts not
availablc for general use are as follow at September 30, 2021:
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Years Ended September 38, 2021 gnd 2020

Financial asscts

Iess those unavailable for expenditures within one year, due to;

Amounts restricted by donors

Amounts restricled under insurance agreements, bond agreements,

board designation or other
Financial assets available to meel cash needs for general
expenditures within one year

NOTE N--NET ASSETS RESTRICTED BY DONORS

Net assets restricted by donors are available for the purposes as detailed below:

Cardiology funds

Community benefits funds

Oncology funds

Hospice funds

Children's initiatives fands

Education funds

Equipment funds

Grants

Indigent patieni [unds

Scholarship funds

Mephrolopy fund

Held in perpetuity:
Wilheit-Keys Peace Garden Maintenance
The Henry 8 Jennings Jr MU Visiting Lectureship
Nell's Prayer Garden Maintcnance
TDavid Pet Park Maintenance
Jack & Janicc Frost Water Garden Maintcnance
Brasclton Flag Plaza Maintenance
THospice fund
Nursing & Allicd Health Clontinuing Education fund
Mursing & Allied Health Scholarships fund
Chaplain fund
MCF endowment fund
Honorary (nft - Woody Stewart & Nancy Colston fund
Pope Family Garden Maintenance

§ 2,070,835
(25,223)
(407,017)
S 1,638,595
2021 2020
$ 533 % 453
10,174 9,164
1,010 929
1,629 1,359
1,123 1,209
552 640
2,150 2,959
713 609
68 8
981 728
50 50
155 155
424 100
55 55
80 80
100 100
30 30
51 51
589 578
246 224
456 206
2,869 2,869
480 480
100 100
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2021 2621
Evelyn Waugh scholarshap fund 53 33
Ocie Pope scholarship fund 26 26
Destitute paticnt fund 186 186
Anne Thomas scholarship fund 37 37
Tohn Ferguson scholarship fund 221 219
Ren Kutay scholarship fand 39 -
Don Freeman scholarship Tund 23 -

$ 25223 § 23,677

Net asseis restricted by donors released from donor restrictions when expenses were incurred to
satisfy the restricted purposes, by the passage of time or by occurrence of events as specilied by
donors, for the years cnded September 30, 2021 and 2020 arc as follows:

2021 2024
Restrictions accomplished:

Cardiology initiatives $ - % 4
Community bencfits 2,545 996
Children's initiatives 211 120
Education 5 G
Equipment 367 35
Grants 21 68
Indigent patients 22 17
Oncology mitiatives 15 3
lospice 23 32
Scholarships 49 3

Total net assets relcased from restrictions A 3258 % 292

Other operating revenue in the accompanying Consolidated Statements of Operations and Changes
in Net Assets includes $2,270 and $1,292 for the years ended September 30, 2021 and 2020,
respectively, representing net asscts with donor restrictions. During 2021, total assets released for
capital purposes was 5988, No assels were releascd from restrictions for capital purposcs during
2020.

NOTE C--NATIONAL PANDEMIC

In March 2020, the outbreak of COVID-19 was declared g public health emergency (PHE). The
COVID-15, PHE has scverely restricted economic activity and resulied in volatility in financial
markets. The healtheare industry has been impacted due to a general decrease in non-gnmergent
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¥Years Ended Sefrember 30, 2021 and 2020

paticnt volumes, cancellations and delays of elective medical proccdures, as well as COVID-19
relaled expenses.

(Govemment support, including the Coronavirus Aid, Relief, and Fconamic Security (CARES) Act
provided essential Tunding to eligible hospitals, physicians and other healthcare providers. During
the yecar ended September 30, 2020, the System recetved approximately $92,500 of CARES Act
Provider Relief Funds (PRIY). A portion of this amount totaling $42,491 was recognized as revenue
as o September 30, 2020 to offset estimaied lost revenuc and COVID-19 related expenscs incurred
based on the initial reporting guidelines published by the Departiment of Health and Human
Services (HHS). The remaiming amount was recorded as uneamed revennc in the accompanying
consolidated financial statements until expended for the intended purposcs or repaid. The System
received approximately $4,800 of PRF during the vear ended Scptember 30, 2021, The entirc
amount of this funding along with the amounts recorded as unaccrued revenue in the prior year
accompanying financial statemenis have been recopnized as revenue as of September 30, 2021,
based on the revised teporiing guidelines published by HHS on June 11, 2021. The Sysiem has
placed a 25% reserve against all PRF funds rcccived, as management belicves HHS, based on the
other significant changes occureing over the past two years in rules for recognizing revenue from
PRF funds issued by LIHS, could again change the current terms and conditions with which
management believes they can recognize all PRF funds. The reserve is netted against the PRF
revenue recognized and is recorded as unmeamed revenue in the accompanying consolidated
{inancial statcments until further clarification is received from IIIS.

Subsequent to September 30, 2021 the Sysiem received approximately $14,100 from the Amcrican
Rescue Plan {ARP) for scrvices provided to rural Medicaid and Medicare beneficiaries from
Tanuary 1, 2019 through September 30, 2020.

Additionally, the System received approximalely $98,900 of payments issued under the Medicarc
Acceleraied and Advance Payment (AAP) Program which were reporled as a current liability as
of September 30, 2020. Such amounts were intended to fund short-term cash flow needs and are
to be recouped by the Cenier for Medicare and Medicaid Services (CMS) through an offset to
future Medicare claims, Initially, the terms of the AAP Program provided for the recoupment to
begin 120 days after receipt. Subscquent to September 30, 2020, the Conlinuing Appropriations
Act, 2021 and Other Lixtensions Act revised the repayment terms delaying the recoupment stari
date until one year after the payments were issued and reducing the initial recoupment amount to
25% of claims approved for payment for a period of eleven months, which increases to 50% for
the following six months. As of September 30, 2021, recoupments of approximats]y $28,000 have
oceurred 10 reduce this current liahility to approximately $70,800 as of September 30. 2021.

The ultimate impact of the COVID-19 PHE on the financial position of the System is uncertain
and the status of future government funding is unknown at this time. The impact on operations and
the consolidated financial sialements cannot reasonably be predicted or estimated at this time.
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NOTE P--FATR VALUE OF FINANCIAL INSTRUMENTS

The follewing methods and agsumptions were used by the System in estimating the fair value ol
ihesr financial instruments:

Cash and Cash Eguivalenis: The carrying amounts reported in the Consclidaled Balance
Sheets for cash, cash equivalents and short-term invesiments approximate fair value.

Imvestments: Fair value of issnes traded on public exchanges are based on the market price
in such exchanges at year end. The fair value of other issues is also based on quoted market
prices.

Assets Limited as o Use: Fair value of issues traded on public exchanges are based on the
market price in such exchanpes at vear end. The fair value of other issues is also based on
quoted market prices and other observable inputs.

Estimated Self-Insurance and Other Long-Term Liabifities: TLis not practical to cstimate the
fair market valuc of cstimated self-insurance liabilitics due to ihe uncertainty of when these
amounts may be paid. Deferred compensation labilities are based on the related investments
which are reported at fair value.

The carrying valuc of certain other financial instruments approximates fair value due to the
nature and short-term matirities of these investments.

NOTE Q--FAIR VALUE MEASUREMENTS

Generally aceepted accounting principles esiablish a three-level valuation hierarchy for disclosure
of fair valuc measurements. The valuation hicrarchy is based upon the transparency of inputs to
the valuation of an asset or liability as of the mcasurement daie. The three levels are defined as
fullows:

= Level I: Inputs to the valuation methodolopy are quoted prices {unadjusted) for identical
assets or liabilities in active markets.

*  Level 2: Inputs to the valuation methodology include quoted prices for similar asseis and
liabilities in active markets, and inputs thai are observable for the asset or liakility, either
directty or indirectly, for substantially the full term of the assct or liability,

*  Level 3: Inputs to the valuation methodology arc unohservable and significant to the lair
valuc measurement,
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Years Ended September 30, 2021 and 2020

In instances where the deiermination of the fair value hierarchy measurement is based on inputs
from different levels of the fair valuc hierarchy, the level in the fair value hierarchy within which
the entire fair value measurement falls is based on the lowest level input that is significant to the
fair vatue measurement in its entirety, The System’s asscssment of the significance of a particular
input to the fair value presentation in ifs entirety requires judgment and considers {actors specific
to the asset or liability.

The following table presents asscts and liabilities reported ai fair value and their respective
classification under the valuation hierarchy:

Significant
Duoved Prices hizer Slrificant
in dctive Dbrervable Lnoebservable
Murkets Trprite fupriis
Carrping Value fLevel 1) fLeve! 2} (Lavel 3}
Seprember 34, 2021
Aszscts easured at fair valoe
oL o recunng basis:
Cash and money market funds 5 470006 % 47006 5 - 8
Mutual finds 81,578 B2 6078 - -
Corpurate bonds 3i3 43z - 323432 -
Houity secunitios 024 528 924,528 - -
Orher 6,268 6,264 - -
Avcrued income 2,614 2ol4 - -

Total assets ¥ 1819426 3§ 1,495,999 % 323,432 % -

Sepiember 30, 2020
Avnscts measured at fair value
o 4 recurning basis:

Crsh ged rooney market funds 5 120384 & 126,384 § - 5 -
Mutual fiunds 34,781 34,7481 - -
Government bands 355,127 3155027 -
Corporale bonds 277,385 - 277,385 -
Equity secueities 480,602 480,602 - -
Oither 5,779 2770 - -
Avctusd income 2. 3H) 2,300 -
Total assats ¥ 1,282,258 % 1873 5 277385 %

NOTE R--COMMITMENTS AND CONTINGENCTES

Construction in progress at September 30, 2021 relates primarily to ongoing projects, routine
capital improvements al existing facilitics, and scheduled projects related to a System
Development Plan to be completed over the next scveral years. The estimated costs to complete
current construction in progress at September 30, 2021 is approximately $632,419 over that time
frame, primarily related to the construction of a new tower expansion project at NGMC. Costs to
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complete construction in progress under signed contracts al September 30, 2021 is approximately
$89,863.

Healihcare Industry: The healthcare industry is subjecl to nwmerous laws and regulations of
federal, statc and local governments. These laws and regulations include, but are not necessarily
linrited to, matters such as licensure, accreditation, povernmenl healthcare program participation
requitements, reimbursement for patient services, Medicare fraud and abuse and under provisions
of the Health Insurance Portability and Accountability Act of 1996, patient records privacy and
seccurity. Government activity has increascd wilh respect to investipations and allegations
concerning possible violatons of fraud and abusc statutes and regulations by healthcare providers.
Violations of these laws and regulations could result in cxpulsion from government healthcare
programs together with the imposition of significant fines and penalties, as well as significant
repayments for patient services previously billed.

NOTE S--OPTION TG PURCHASE AND ASSLET PURCHASE AGREEMENTS

On Novemnber 21, 2019, NGHS disbursed the first mstallment payment of $3,000 related to Option
to Purchase and Asset Purchase Aprcements (the Agreements). The Agreemenis granit NGHS the
option te purchase the assets of the [labersham County Hospilal Authority (AHCHA) for a sum of
515,000 in the form of annual installment payments of 33,000 1o be distributed over a five-year
period. The Agreements specify a restriction to the use of funds distributed for capital purposes
only. As of Septermber 30, 2021, two payments totaling $6,000 have been made related to the
Agrecment.

The Agreements require HCHA to establish a debt scrvice fund, which IICIIA is required to
deposit all funds in cxcess of (wenty days cash on hand. The Option to Purchase Agreement
includes three triggering events in which NGHS would be required to exercise its option to
purchasc. ' NGHS fuils to exercise onc of its acquisition options by the final payment date,
payments previously made are forfeited, and NGHS has no further obligation. The Opiion to
Purchase Agrcement also provides for early purchasc if the parties mutually agree.

NOTE T--SUBSEQUENT EVENTS

Subscquent events have been evaluated through the date of the Independent Auditor™s Report,
which is the date the financial statements were available to be issued. During this period,
management did not note any malerial recognizable subscquent events that required recognition
or disclosure in the September 30, 2021 consolidated financial statemenis, except as discussed in
Note O,
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NORTHEAST GEORGIA HEALTH SYSTEM, INC. AND AFFILIATES

Consolidating Balance Sheets

{Dallars in Thousands)

Neptember 30, 2621
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See Independent Auditor's Report.
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See Independent Auditor 's Report.
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TIFTAL OPERATING UKFENSES L2h5% 115508 Lpm nz55 25014 5,082 L 4BET I3, 1,0m Ty frillE )] 1716,518
CIFLBAT M {L083) HCIME RFFCRE
PEDYIDER REIEF FIMWT ATYEHLD 1 236,525 SEa 14U% [1,RETY P32 T4 [17A7A/) I+ - ] [ARR S 1RE,542
T'rovider Tecef tund reswermie - Mot 41 - 1%1R1 a0 Znlz, 5,762 - - A5 - - - | Mn52
CIDOME G58] FROM CTERATICNS 1 I 4,008 417 [27,00) [ hGHE 0 R 141 B 5% 13072 217,060
Hopapemmiieg, [Lacezn’ pliio:
Tenetfim lmpm aFilinles - 15ET - - - - [ ) - - - -
Tows] prin Jom wyvesimams. ne [ ] 135,709 n - - ERIT - kN - - 126,571
Lt 00, EsHnpulEhme  ul hing-kerm ik by - IR - - - R - R - R R RSl
(L) wpis un et o property end aouipme=ce. nzt Lo 131 - - 02 - - - - - - s
Chango @ ealimated beneAr obligokon due i willommi (13,9132 - - - - - - - - - - - L5.314]
Trliscelleoeaus, nec ____Him=3 [1.R5a) AL - 1211 3 L j] - - - (30,1008 L2280
MET MR FRATTG [LUSSZ5) TIkE L1171 114,815 Frl - Ly - 151 El [L78) - MR D22
|DEFIZIRERICY] FXOTFRE OF BEWESLIC AN
GATHE PVFI FATENSES A0 LERKLES 5 s 5 R ] 120 & 407 3 SLAY:] S ENIEFA L1 (24,1325 1 1) & EO T = I 1 7% A5ENT

See Independernt Awditor's Report.
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NORTHEAST GEORGIA HEALTH SYSTEM, INC. AND AFFILIATES

Consolidating Stutements of Operations - Continned
(Dollars in Thousands)

Year Ended September 36, 2020

Warthersr Marthean
orifremct it [reveple The Medival ineargir
firargln MOMT SCME Plepalrimng Hraith Cemiar Hegrt
_ Carporare Mevlival Camier Merrr Lol Drurp Pertuers Faurdamion Frrsiiimie Erd ETiaafamii Melarted
Czhanped Ie il nascls withuwt Junor memidions:
Patient servdee revene b1 - % L1Mpar & znn %0 f TEENM 8 - 8 - % 2350 E -k 1567561
Dither uperdiog revenss 1R, HSrs 136 - KRR P 637 1.I%7 | 438 [14.7THT) 30,635
TOTAL OFERATING REN ERLES L 18,520 I L& 582 A5G 12,730 19, 1R LN 1,387 25,318 (145, 7H) Land.ain
Tkpenses:
Yalaricy and nages 45,271 A, it L4 W52 &7 174,180 1,675 1,00 RN - akn, 127
Fmpdaye= beceficg <Lty 22 ETT 14l TRE 23903 185 152 4,604 - 2T
Thysicians' fees 407 48,147 173 LERE 450 - - k] [27.97R) IT567
Ucllinga E3L L6100 L1k] 213 1134 T M 2h% - 12,00
Supplies RA% 233457 =260 1,542 It & 137 1 - vy i)
Lepul, coosulting and professicmaol fe=a 4,764 Aid - [74) a5 L7 EL 2 - 3,653
Conrracled crulsilu scrvice LEATR 44 Rk 15k 472 0.9 KED) 111 and (B, &) A5 NI4T
Insumonce 1500 ] 7 k] 23] - - 102 4,43 11817
Entermil H 4053 - - - - - - - 34,154
Marapaires] Fas - 1105405 AR - - - - 6% CI16,d9E -
DCHepreciatior and emertizacion AR5 EAEREE] 214 117 3,641 11 41 T9E - RELIE
Uikt upcraling expenses 11,222 TAATH it 420 24 14,331 ue 174 g i) £, 0 17,120
TOTAL OTPERATIMG EXPENAER 1152325 L 13MTES 41,00 14,48 244,070 A5 L334 41,741 [LEE,JEE [FEEETEN
TIFERATIMG (1 [¥A8) M COME BEFORD
TRCVIDER RELIFF FAMSTS REN ENILE 1,735 33,740 [B,L321 [30LE [CERRE] {7 {247 [*3,401) L1 132.472]
Preovider relicf find movenue - Ms & - 8,359 kI - - - - 3313 42 441
IRCTRAE (11155} FROM OTERATIONS 1,755 T3 .7 RRIED (44 B {L7TR] ) (14,0507 1o £E10
Mongxalug (hesic) pains:
Danoticms fmm &1 linkes. - 1,406 - - - [L#3) - - -
{Lazsa) pain From investments, et [5,3441 {23,145 4 - - - (LA - - (.20
Loas con valinpruishroesd of Lamg-term. dat - (5,27 - - - - - - - (5,287)
(Lrss) poin an gale of poopory acd squipment, net a 126 - - - - - - - £
Chunge io eslimoted foirmlwes nnd Inga on
exEnmighivesil ol aileresl mie swaps - 1GLRTT) - . - - - - - AT
Miscellaname, net WA [488] 300 1 |, 1065 - 113 1 (9,503, [GEEN]
WET MOMOPERATMG {1 U RESR) AN 1507 (47431 123 1] 1,05 . {2524} i LU En {56,058y
{DETICTICCY) EXCRRS OF REVENLUE AND
TAMNS OVER EMIMENSES AT TOARHEA 8 1,02 8 125 7291 B [3,908) £ {25821% § 1,778 % Pt RN ] RN 191§ (49,235}
See Independent Auditor s Report, 4



