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DIXON HUGHES GOODMAN:»

Certified Public Accountants and Advisors

Report of Independent Auditors

Board of Ditectots
Dimensions Health Cotporation and Subsidiaries

We have audited the accompanying financial statements of Dimensions Health Cotporation and
subsidiaties (the Corporation), which comptise the balance sheet as of June 30, 2014, and the related
consolidated statements of operations and changes in net assets and cash flows for the year then
ended and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting ptinciples generally accepted in the United States of
America. This includes the design, implementation and maintenance of internal control relevant to
the preparation and fair presentation of consolidated financial statements that are free from material

misstaternent, whether due to fraud ot error.

Auditors’ Responsibility

Out responsibility is to exptess an opinion on these consolidated financial statements based on our
audit. We conducted out audit in accotdance with auditing standards generally accepted in the
United States of Ametica. Those standards require that we plan and petform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free of matetial

misstatement.

An audit involves petforming procedutes to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedutes selected depend on the auditor’s
judgtment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or ertor. In making those risk assesstnents, the auditor
considers intetnal control televant to the entity’s prepatation and fair presentation of the
consolidated financial statements in ordet to design audit procedutes that are appropriate in the
citcumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
approptiateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
fot our audit opinion.
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Opinion

In our opinion based on out audit, the 2014 consolidated financial statements referred to above
present faitly, in all material respects, the consolidated financial position of Dimensions Health
Cotpotation and Subsidiaries as of June 30, 2014, and the consolidated results of its operations,
changes in net assets (deficit) and cash flows for the year then ended in accotdance with accounting
principles generally accepted in the United States of America.

Prior Period Financial Statements

The consolidated financial statements as of June 30, 2013, were audited by Cohen, Rutherford +
Knight, P.C., cettain of whose sharehaolders joined Dixon Hughes Goodman LLP as of June 1,
2014, and whose report dated October 2, 2013, expressed an unmodified opinion on those

statements.
Repott on Supplementary Information

Our audit was conducted for the putpose of forming an opinion on the 2014 consolidated financial
statetnents as 2 whole. The 2014 consolidating information on pages 45-48 is presented for purposes
of additional analysis of the consolidated financial statements rather than to present the financial
position, tesults of operations, and cash flows of the individual companies, and is not a required past
of the consolidated financial statements. Such information is the responsibility of management and
was detived from and relates ditectly to the undetlying accounting and other records used to prepare
the financial statements. The 2014 information has been subjected to the auditing procedures
applied in the audit of the 2014 consolidated financial statements and certain additional procedures,
including compating and teconciling such information directly to the undetlying accounting and
other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and othet additional procedures in accordance with auditing standards
genetally accepted in the United States of America. In out opinion, the 2014 information is faitly
stated in all matetial tespects in relation to the 2014 consolidated financial statements as a whole.
The 2013 consolidating information on page 48 was subjected to the auditing procedures applied in
the 2013 audit of the consolidated financial statements by Cohen, Rutherford + Knight, P.C., whose
repott on such infotmation stated that it was faitly stated in all material respects in relation to the
2013 consolidated financial statetnents as a whole.

Lien f@hﬁé Ceadnan [LP

Tysons, Virginia
October 17,2014




Consolidated Balance Sheets

Dimensions Health Corporation and Subsidiaries

(Dollats in thousands)

ASSETS

CURRENT ASSETS
" -Cash and cash equivalents

Patient accounts receivable, net of allowance fot uncollectible
accounts ($27,071 and §44,721 in 2014 and 2013, respectively)

Other receivables
Inventoties

Curtent pottion of assets limited to use-—-INoze C

Prepaid expenses and other assets

TOTAL CURRENT ASSETS

Assets limited as to use--Naote C
Restricted cash and cash equivalents--Nozz [
Shott term investments--Noze I

Held in trust under bond and note indentutes--Note B

Investments held for self insutance—-Note G
‘T'otal assets limited as to use

Propetty and equipment, net--INote D

Investments--INete K
Deferted financing costs, net
Other noncurtent assets

TOTAL ASSETS

(Continned)

June 30
2014 2013
$ 24,650 % 39,868
49,362 38,734
2,620 5,519
6,299 5,445
0 4,721
6,398 5,775
89,329 100,062
3,458 3,408
2,959 2,986
0 6,594
41,913 43,454
48,330 56,442
66,824 69,261
3,882 4,529
74 262
4,128 3,636
$ 212567 $ 234,192




Consolidated Balance Sheets - Continued
Dimensions Health Corporation and Subsidiaries
{Dollars in thousands)

TIABILITIES AND NET ASSETS (DEFICIT)

CURRENT LIABILITIES
Current portion of long-tetm debt--Noz B
Cuttent porton of accrued employee benefit liabilities--Noz H
Accounts payable and accrued expenses
Accrued compensation and related items

Advances from third-party payers
TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES
Long-term debt, net of curtent portion--No# I
Other liabilities:
Accrued professional liabilities—-Notas G and |
Accrued employee benefit liabilities, net of current portion--
Noe H
Total other liabilities

TOTAL LIABILITIES

NET ASSETS (DEFICIT)
Untestricted

Temporatily restricted
TOTAL NET ASSETS (DEFICIT)

TOTAL LIABILITIES AND NET ASSETS (DEFICIT)

See notes to the consolidated financial statements.

June 30
2014 2013

1424  § 5,016
10,539 10,099
36,451 52,473
14,385 14,031
13,926 12,386
76,725 94,005
4,440 54,893
26,870 27,289
52,848 65,907
79,718 93,196
160,883 242,094
47 544 (12,091)
4,140 4,189
51,684 (7,902)
212,567 234,192




Consolidated Statements of Operations
Dimensions Health Corporation and Subsidiaries
(Dollars in thousands)

UNRESTRICTED REVENUE AND OTHER SUPPORT
Patient service revenue (net of allowances and discounts)
Provision for bad debts

Net patient service revenue--Noze |

Other operating income--Noze B
TOTAL UNRESTRICTED REVENUE
AND OTHER SUPPORT

OPERATING EXPENSES--Noz F
Salaties and benefits—Note I
Supplies

Purchased services--INogz T
Physician fees

Utilities

Interest expense

Depreciation and amortization
TOTAL OPERATING EXPENSES

INCOME (LOSS) FROM OPERATIONS
BEFORE OTHER INCOME--No#z B

OTHER INCOME
Investment income--INote C
Gain on eatly extingunishment of debt—Ngzer B and 1

Othetr
TOTAL OTHER INCOME

EXCESS (DEFICIT) OF UNRESTRICTED REVENUE AND
OTHER SUPPORT OVER EXPENSES

See notes to the consolidated financial statements.

Year Ended June 30
2014 2013

$ 376,303  § 360,131

{34,442 (32,978)
341,801 327,153
40,549 38,789
382,410 365,942
219,001 216,313
50,594 51,757
65,823 57497
26,876 26,369
4,665 2,965
1,437 3,343
12,779 11,183
381,175 369,427
1,235 (3,485)
2,434 2,257
43,622 0
136 0
46,192 2,257

$ 47427  § {1,228)




Consolidated Statements of Changes in Net Assets (Deficit)
Dimensions Health Corporation and Subsidiaties
{Dollats in thousands)

Changes in unrestricted net assets (deficit):
Fixcess (deficit) of unrestricted tevenue and other support over

CXPCHSGS $

Appreciation of othet-than-trading investments

— Note C

Net assets released from tresttiction for capital acquisition
Change in employee benefit obligation—Naze I

INCREASE IN UNRESTRICTED
NET ASSETS (DEFICIT)

Changes in temporarily restticted net assets:
Contributions
Change in beneficial intetest in net assets of Foundations
--Notz K
Net assets released from testriction for operations
Net assets released from testriction for capital acquisition

INCREASE (DECREASE) IN TEMPORARILY
RESTRICTED NET ASSETS

CHANGE IN NET ASSETS (DEFICIT)

NET DEFICIT, BEGINNING OF YEAR

NET ASSETS (DEFICIT), END OF YEAR §

Yeat Ended June 30
2014 2013
47427 $ (1,228)
0 3
253 699
11,955 28,349
59,635 27,823
1,083 2,042
(99) 119
(780) (678)
(253) (699)
(49) 784
59,586 28,607
(7,902) (36,509)
51,684  § (7,902)

See notes to the consolidated financial statements.




Consolidated Statements of Cash Flows
Dimensions Iealth Corporation and Subsidiaries

(Dollars in thousands)
Year Ended June 30
2014 2013
OPERATING ACTIVITIES
Change in net assets ' § 59,586 L) 28,607
Adjustments to reconcile change in net assets to net cash
and cash equivalents provided by (used in} operating activities:
Provision for bad debts 34,442 32,978
Restricted contributions (1,083) (2,042)
Depreciation and amortization - 12,779 11,183
Net unrealized gain on marketable investments {51) {629)
Gain on eatly extinguishment of debt (43,622) 0
Decrease in employee benefit obligation (11,955) (28,349}
Changes in operating assets and liahilities:
Decrease (increase) in assets
Accounts recetvable, net (45,070) (24,946)
Inventories (854) (382)
Prepaid expenses and other assets 2,276 (2,718)
Investments-trading : 27 (598)
Othet noncuttent assets . (492) 217
Increase (decrease) in liabilities
Accounts payable and accrued expenses {16,022) 13,403
Accrued annual leave 354 1,360
Accrued employee benefit liabilities (664) (1,015)
Accrued professional Habilittes (419) 585

NET CASH AND CASH EQUIVALENTS
PROVIDED BY (USED IN) OPERATING ACTIVITIES §  (10,768) § 27,654

(Continned)




- Consolidated Statements of Cash Flows - Continued
Dimensions Health Corporation and Subsidiaties
(Dollars in thousands)

INVESTING ACTIVITIES
Net putchase of propetty and equipment

Net sale of investments-othert than trading

NET CASH AND CASH EQUIVALENTS
USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES
Payments of long-term debt and capital lease obligations
Net change in advances from third-party payers

Restricted conttibutions
NET CASH AND CASH EQUIVALENTS
USED IN FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR

SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION:
Tnterest paid

SUPPLEMENTAL DISCLOSURES OF

NONCASH TRANSACTIONS:
Equipment acquited under capital lease

See notes to the consolidated financial statements

Yeat Ended June 30

2014 2013
$  (10342) $  (23,500)
6,888 2,460

(3,454) (21,040)
(3,569) (4,718)

1,540 678

1,083 2,042

(946) {1,998)
(15,168) 4,616
43,276 38,660

$ 28108 § 43,276
$ 2,857 $ 3,427
$ 0 $ 2,632




Notes to the Consolidated Financial Statements
Dimensions Health Corporation and Subsidiaties
{(Dollars in thousands)

Note A - Organization and Summary of Significant Accounting Policies
Organizution

Dimensions FHealth Corporation (the Cotporation) is a not-for-profit, non-stock corporation,
incotporated in Maryland fot chatitable and scientific purposes. The Cotporation is opetating under
the name Dimensions Healthcare System. The ptincipal mission of the Corporation is the provision
of health care through various delivery sites and the provision of setvices supporting health care.
The Cotporation's principal facilities, subsidiaries, and affiliates are as follows:

Acute and Ambulatory Care Pacilities:
e DPrince George's Hospital Center (PGFC)
» Laurel Regional Hospital {LRH)

® Bowie Health Center (BHC)

Long-term Care Facilities:
»  Gladys Spellman Specialty Care Unit (GSS, a division of LRH}

e Madison Manor, Inc. (MM), a wholly owned subsidiary, which holds a 25% interest in
the Larkin Chase Nursing and Restorative Center

Health Care Supporting Subsidiaries and Affiliates:

o Dimensions Healthcate Associates, Inc. (DHA), a wholly owned, not-for-profit
cotporation established to provide physician services to the Cotporation’s acute and

ambulatory care facilities

e Affiliated Enterprises, Inc. (AEI), a wholly owned, for-profit corporation, which owns
and operates Mullikin Medical Center, a medical office building, on the Bowie campus

¢ Dimensions Assurance, Ltd. (DAL), a wholly owned, fof—proﬂt captive insurance
company located in the Cayman Tslands




Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands}

Note A - Organization and Summaty of Significant Accounting Policies - Continued

Baszs of Presentation

The consolidated financial statements ate prepated on the accrual basis of accounting in accordance
with accounting principles genetally accepted in the United States of America.

The consolidated financial statements include the accounts of the Cotpotation and its subsidiaries.
Investments in affiliates for which the Cotporation has the ability to significantly influence
operations, but does not comirol, are accounted for under the equity method. Significant
intercompany accounts and transactions have been eliminated in consolidation.

Ulse of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requites management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, and disclosute of contingent assets and liabilites at the
date of the financial statements and the reported amount of revenue and expenses. Actual amounts

could differ from those estimates.

Riésk Factors

The Cotpotation’s ability to maintain and/or increase future revenues could be adversely affected
by: (1) the growth of managed cate organizations promoting alternative methods for health care
delivery and payment of setvices such as discounted fee for service networks and capitated fee
arrangements (the rate setting process in the State of Maryland prohibits hospitals from enteting into
discounted fee arrangements, however managed care contracts may provide for exclusive setvice
attangements); (2) proposed and/ot futute changes in the laws, rules, tegulations, and policies
telating to the definition, activities, and/ot taxation of not-for-profit tax-exempt entities; (3) the
enactment into law of all or any part of the current budget resolutions under consideration by
Congtess related to Medicare and Medicaid reimbursement methodology and/or further reductions
in payments to hospitals and other health care providers; (4) the ultimate impact of the federal
Patient Protection and Affordable Care Act and the Health Care Education Affordability
Reconciliation Act of 2010; and (5) the futute of Maryland’s Certificate of Need (CON) program,
whete future deregulation could result in the entrance of new competitors, or future additional
regnlation may eliminate the Cotpotation’s ability to expand new setvices.

The Joint Commission (JC), 2 non-governmental privately owned entity, provides accteditation
status to hospitals and other health care organizations in the United States. Such accreditation is
based upon the healthcare otganization demonstrating compliance with approximately three
hundted standards designed to ensure quality and patient safety. JC conducts unannounced triennial
and for cause surveys. Certain managed care payets require hospitals to have approptiate JC
accreditation in order to participate in those programs.
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note A - Organization and Summary of Significant Accounting Policies - Continued

Rirk Factors - Continued

In addition, the Center for Medicare and Medicaid Services (CMS), the agency with oversight of the
Medicare and Medicaid programs, ptovides “deemed status” for facilities having JC accreditation.
By being accredited, facilities ate “deemed” to be in compliance with the Medicare and Medicaid
conditions of patticipation. Termination as a Medicare or Medicaid provider ot exclusion from any
ot all of these programs/payets would have a materially negative impact on the future financial
position, operating results and cash flows of the Cosporation. The health care facilities of the
Cotpotation have maintained full JC accreditation for 2014 and 2013.

Cash, Cash Eguivalents and Short-Term Investments

Cash and cash equivalents include cash and certain investments in highly liquid debt instruments and
certificates of deposit, both with original maturities of three months ot less when purchased. The
Cotpotation routinely invests its sutplus operating funds in overnight repurchase agreements. These
funds generally invest in highly liquid TU.S. government and agency obligations. Short-term
investmerits are highly liquid assets that have an ofiginal maturity between three months and one
year. Short term investments tepresents amounts held by commercial banks under custody
agreements as collateral for outstanding lettets of credit. Cash holdings in commetcial banks
routinely exceed the aggregate maximum insured ($250) by the Federal Deposit lnsurance

Cotporation.
Marketable Investrents and Investrent Incore

Marketable investments ate cattied at fair value as of the balance sheet date based on quoted matket
prices. Investments included in assets limited as to use are restricted under debt and bank
agreements and self-insurance atrangements, and are not available for the general opetations of the
Cotporation. Assets limited as to use, which will be utilized to mect related current liabilities, have
been classified in the accompanying consolidated balance sheets as cutrent assets. 'The cost of
secutities sold is based on the specific-identification method. Investment income fot all investments

is included in consolidated non-operating income.

Management classifies the Cotporation’s investment portfolio restricted for self-insurance
arrangements as a trading portfolio. Accordingly, realized and untealized gains and losses on these
investments ate included in non-opetating gains (losses) in the accompanying consolidated
statements of changes in net assets {deficit). Management classifies the investments restricted under
debt and bank agreements as an othesr-than-trading portfolio, and these investments consist
ptimarily of money market funds. Accordingly, untealized pains and losses are recorded as changes
in unrestricted net assets (deficit), which is excluded from the excess of revenues and gains over
cxpenses and losses within the consolidated statements of changes in net assets (deficit).

11




Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note A - Organization and Summary of Significant Accounting Policies - Continued

Marketable Investrwents and Investment Income - Continued

The Cotporation’s investments are subject to credit, market and interest rate risks that cannot be
predicted at this time. However, management has attempted to mitigate these risks by maintaining a
diversified pottfolio.

Aeconnts Recervable and Contractual Allowances

The Cotporation provides setvices to patients in Prince George's County and surrounding
jutisdictions, the majotity of whom are covered by third-party health insurance programs. The
Cotpotation bills the insurers/programs directly for the services provided. Insurance and credit
informaton is obtained from patients at time of setvice or upon admission when available. No
collateral is obtained for patient accounts receivable.

The Cotpotation's policy is to write off all patient accounts that have been identified as
uncollectible. Accounts receivable ate reduced by an allowance for doubtful accounts. An allowance
for doubtful accounts is recorded fotr accounts not yet written off that ate anticipated to become
uncollectible in future petiods. In evalvating the collectibility of accounts receivable, the
Cotporation analyzes its past history and identifies trends for each of its major payers of revenue to
estitate the approptiate allowance for doubtful accounts and provision for bad debts. Management
regulatly reviews data about these major payers of revenue in evaluating the sufficiency of the
allowance for doubtful accounts. Fot accounts receivable associated with services provided to
patients who have thitd-patty coverage, the Corporation analyzes contractually due amounts and
ptovides an allowance for doubtful accounts and a provision for bad debts, if necessary (for
example, for expected uncollectible deductibles and copayments on accounts for which the third-
patty payet has not yet paid, ot for payers who are known to be having financial difficulties that
make the realization of amounts due unlikely). For accounts receivable associated with self-pay
patients (which includes both patients without insutance and patients with deductible and
copayment balances due for which third-party coverage exists for part of the bill), the Cotpotation
records a significant provision for bad debts in the period of service on the basis of its past
expetience, which indicates that many patients are unable ot unwilling to pay the portion of theit bill
for which they are financially responsible, The difference between the standard rates (or the
discounted rates if negotiated) and the amounts actually collected after all reasonable collection
cfforts have been exhausted is charged off against the allowance for doubtful accounts.

12




Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollarts in thousands)

Note A - Otganization and Summary of Significant Accounting Policies — Continued
Accountr Recetvable and Contractnal Allowances- Continned

Discounts ranging from 2% to 6% of hospital chatges are given to Medicare, Medicaid and certain
approved commetcial health insurance and health maintenance organizations. Also, these payers
routinely review patient billings and deny payment for certain procedures that they deem medically
unnecessaty ot petformed without approptiate pre-authotization. Discounts and denials ate
recorded as reductions of net patient tevenue. Accounts receivable from these third-party payers
have been adjusted to reflect the difference between charges and the estimated reimbutsable

amounts.

At June 30, 2014 and 2013, gross patient accounts teceivable, by payer class, consisted of the
following;

2014 2013

Medicate 15% . 15%
Medicaid 20% 17%
Medicaid MCO 18% 12%
Medicaid pending 5% 8%
Commercial 5% 6%
Self pay and others 37% 42%

100.0% 100%

Tnventories

Inventories, consisting principally of drugs and supplies, ate cartied at the lower of cost or market,
using the average-cost method.

Meaningful Use Incentives

Under certain provisions of the American Recovery and Reinvestment Act of 2009 (ARRA), fedetal
incentive payments are available to hospitals, physicians and certain other professionals when they
adopt, implement ot upgrade certified electtonic health record (EHR) technology or become
“meaningful usets,” as defined under ARRA, of EHR technology 'in ways that demonstrate
improved quality, safety and effectiveness of cate. Incentive payments will be paid out over vatying
ttansitional schedules depending on the type of incentive (Medicare and Medicaid) and tecipient
(hospital or eligible provider). Eligible hospitals can attest for both Medicare and Medicaid
incentives, while physicians must select to attest for either Medicare or Medicaid incentives. For
Medicare incentives, eligible hospitals receive payments over four years while eligible physicians
receive payments ovet five yeats. For Medicaid incentives, eligible hospitals receive payments based
on the relevant State adopted payment structure and physicians receive payments over six years.

13




Notes to the Consolidated Financial Statements- Confinued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note A - Organization and Summary of Significant Accounting Policies — Continued

Meaningful Use Incentives - Continned

The Cotpotation recognizes EHR incentives when it is reasonably assured that the Corporation will
successfully demonsttate compliance with the meaningful use ctitetia. During the year ended
June 30, 2014 and 2013, cettain hospitals and physicians of the Corporation satisfied the meaningfal
use critetia. As a result, the Corporation tecognized $4,257 and $2,276 of EHR incentives duting
fiscal year 2014 and 2013, respectively, in other operating revenue.

Property and Eguipment

Property and equipment is cartied at cost ot, if donated, at fair market value at the date of the gift.
Depteciation is provided over the estimated useful life of each class of depteciable asset, ranging
from two to thirty yeats. Amortization of assets under capital lease obligations is computed using
the straight-line method over the estimated useful life of the equipment and is included in
depreciation and amortization in the consolidated financial statements. Maintenance and repaits are

charged to expense as incurred.

The cost of softwate is capitalized provided the cost of the project is at least $0.75 (seven hundred
fifty dollars) and the expected life is at least two years. Costs include payment to vendors for the
purchase and assistance in its installation, payroll costs of employees directly involved in the
software installation, and interest costs of the software project if financed by debt. Pteliminary costs
to document system requitements, vendor selection, and any costs before softwate purchase are
expensed, Capitalization of costs will generally end when the project 1s completed and the softwate
is ready to be used. Whete implementation of the project is in phases, only those costs incurred
which further the development of the project will be capitalized. Costs incutred to maintain the

system are expensed.

Deferred Financing Costs

Financing costs incutred in issuing the Prince George's County, Maryland Prdject and Refunding
Revenue Bonds (Dimensions Health Cotpotation Issue), Series 1994, had been capitalized and
amortized over the life of the issues using the bonds-outstanding method. Duting 2014, these

bonds were extinguished, see Nofe E.

The following table summatizes deferred financing costs:

June 30
2014 2013
Series 1994 revenue bonds £ 0 $ 891
Other ' 131 158
131 1,029
Tess: accumulated amortization 57 767
¥ 74 3 262

14




Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaties
(Dollars in thousands)

Note A ~ Organization and Summary of Significant Accounting Policies - Continued

Tmpairment of Long-Lived Assets

The Cotporation evaluates its long-lived assets and certain identifiable intangible assets fot
impairment whenever events ot changes in circumstances indicate that the carrying amount of such
assets may not be tecovetable. Recoverability of assets to be held and used is measured by a
compatison of the catrying amount of any asset to future net undiscounted cash flows expected to
be genetated by the asset. If such assets are considered to be impaired, the impairment to be
recognized is measured by the future discounted cash flows compared to the carrying amount of the

asset.
Temporarily Restricted Net Assets

Resoutces restricted by donots for specific purposes are reported as temporarily restricted net assets
until expended, at which time they are reported as net assets released from restriction,

In accordance with accounting ptinciples generally accepted in the United States of America, assets
that are restricted for capital acquisitions (or that will not be available to the Corporation within the
next opetating cycle) are classified as noncutrent assets in the accompanying consolidated balance
sheets. Assets that are temporatily restticted for supporting Corporation programs are classified as
current assets if they are cutrently available for use by the Corporation. Temporarily restricted net
assets are available for the following purposes at June 30

2014 2013
Capital purchases (state funded) $ 0 % 653
Healthcare 2,028 1,798
Health education 2,112 1,738
5 4140 § 4,189

Net Patient Service Revene

Net patient setvice revenue, by payer class, consisted of the following for the years ended June 30:

2014 2013
Medicare 28.4% 29.5%
Medicaid 33.4% 291%
Commercial 21.0% 30.3%
Other 10.6% 11.1%
100.0% 100.0%

15




Notes to the Consolidated Financial Statements- Continued
Dimensions Health Cotporation and Subsidiaties
(Dollats in thousands)

Note A - Organization and Summary of Significant Accounting Policies - Continued
Net Patient Service Revenne - Continned

Revenue from the State of Matyland Medicaid prograrn is primarily detived from independent
managed cate otganizations that have contracted with the State of Maryland to cover eligible

beneficiaries.

'The Cotporation recognizes patient sctvice tevenue associated with setvices provided to patients
who have third-patty payet coverage on the basis of contractual rates for the services rendered. For
uninsured patients that do not qualify for chatity care, the Cotporation recognizes revenue on the
hasis of its standard rates for setvices provided (or on the basis of discounted rates, if negotiated or
provided by policy). On the basis of histotical experience, a significant portion of the Corporation’s
uninsuted patents will be unable or unwilling to pay for the services provided. Thus, the
Cotporation records a significant provision for bad debts related to uninsured patients in the period
the services ate provided. Patient setvice tevenue, net of contractual allowances and discounts
recognized in the petiod from these major payer soutces, is as follows:

2014 2013

Gross patient setvice revenue $ 459445 & 443,325
Revenue deductions:

Charity cate 21,381 28,787

Medicate and medicaid allowances 15,223 14,809

Othet discounts and allowances 46,538 39,598

376,303 360,131

Less: provision for bad debts {34,442) (32,978)
Net patient service revenue $ 341,861  § 327,153

Laws and tegulations govetning the Medicare and Medicaid programs are complex and subject to
intetpretation. The Corporation believes that it is in compliance with all applicable laws and
tregulations, and is not aware of any pending or threatened investigations involving allegations of
potential wrongdoing that would have a matetial effect on the financial statements, While no such
regulatoty inquities have been made, compliance with such laws and regulations can be subject to
future government review and interpretation as well as significant regulatory action, including fines,
penalties, and exclusion from the Medicare and Medicaid programs.
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Note A - Organization and Summary of Significant Accounting Policies - Continued

Charity Care

TIn support of its mission, the Cotporation provides charity cate to patients who lack financial
tresources and are deemed to be medically indigent. Policies have been established that define charity
cate and provide guidelines for assessing a patient’s ability to pay. Evaluation procedures for chatity
cate qualification have been established for those situations when previously unknown financial
citcumstances are revealed ot when incurred charges are significant when compated to the individual
patient’s income and/or net assets. Because the Cotporation does not pursue collection of amounts
determined to qualify as chatity care, such amounts ate not reported as net patient service revenue.

In addition, the Cotpotation provides services to other medically indigent patients undet vatious
state Medicaid programs that pay providers amounts less than the costs incurred for the setvices

provided to the recipients.

Under current accounting standards, the Corporation is required to report the cost of providing
charity care. The cost of chatity cate provided by the Cotporation totaled $15,789 and §19,811 for
the years ended June 30, 2014 and 2013, tespectively. Rates charged by the Cotporation for
regulated services ate detetmined based on an assessment of direct and indirect cost calculated
pursuant to the methodology established by the Maryland Health Services Cost Review Commission
("the Commission" - see Noe . For any charity services rendered by the Cotporation othet than
from the Hospitals, the cost of chatity cate is calculated by applying the estimated total cost-to-
charge ratio for the non-Hospital setvices to the total amount of chatges for services provided to
patients benefitting from the chatity cate policies of the Corporation’s non-Hospital affiliates.

The Cotporation receives a payment from the Commission with respect to an Uncompensated Cate
Fund ("UCC") established for rate-regulated hospitals in Maryland. The UCC is intended to provide
Maryland hospitals with funds to suppott the provision of uncompensated care (including both
chatity and bad debts) at those hospitals. The Corporation received $23,785 for 2014 and $21,978
for 2013 in UCC payments. The cost of chatity cate disclosed in the prior paragraph is not repotted
net of the uncompensated care fund receipts.

Other Operating Income

Other income is primatily composed of private and government restricted and non-restricted
donations and grant income. Restricted donations and grants are held as restricted assets and
tecorded as revenue once the restrictions are satisfied. Other operating income is also composed of
miscellaneous hospital revenue such as rental income, patking garage and vending machine income.
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Note A - Organization and Summary of Significant Accounting Policies - Continued
Estimated Profossional Liability Costs

The provision for estimated professional liability claims includes estimates of the ultimate costs for
both repotted claims and claims incutred but not reported. The Corporation utilizes outside
actuarial services in determining the aggregate professional liability reserve. The accrued
professional liabilities amounts included in the accompanying consolidated balance sheets have not

been discounted (see No# G).
Excess of Unrestricted Revenne and Other Support over Excpenses

The consolidated statements of operations report excess of unrestricted revenue and other support
ovet expenses. Changes in unrestricted net assets (deficit) that are excluded from this performance
indicator, consistent with industry practice, include unrealized gains and losses on investments other
than trading secutities, permanent transfers of assets to and from affiliates for other than goods and
services, contributions of (and assets released from donor restrictions related to) long-lived assets,
and the recognition of (and subsequent adjustment to) certain changes in the employee post-
retirement benefit liability reported by the Corporation.

Tncorme Tax

The Corporation is exempt from federal income tax uader section 501(c)(3) of the Internal Revenue
Code as a public charity. Fedetal tax law requires that the Corporation be operated in a manner
consistent with its initial exemption application in otdet to maintain its exempt status. Management
has analyzed the operations of the Cotporation and concluded that it remains in compliance with the
requitements for exemption. The state in which the Corporation operates also recognizes this
exemption for state income tax purposes.

Otpanizations otherwise exempt from federal and state income taxation are nonctheless subject to
taxation at corporate tax rates at both the federal and state levels on theit unrelated business income.
Exemption from other state taxes, such as real and personal property tax, is separately determined.
For 2014 and 2013, management has determined that it did not have any income tax liability.

Although exempt from federal and state income taxes, the Corporation is required to file an annual
fedetal infotmation return on Form 990. In addition, to the extent that the Corporation has gross
income from business activities unrelated to its exempt putpose in excess of $1,000 for any tax year,
it must also file a Form 990-T tax return. Generally, federal and state taxing authorities must
ptopose any taxable adjustments within three years from the due date of the 990-T or the actual
filing date, whichever is later, unless unrelated business gross income is under reported by 25% or
mote, in which case the relevant time period is six years. No statute of limitations applies for years
for which no 990-T has been filed. The Cotpotation is not currently under audit by any taxing
authotity and has not been notified of any impending audit.
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Note A - Otganization and Summary of Significant Accounting Policies - Continued

Tncome Tax — Continned

Current accounting standatds define the threshold for recognizing uncertain income tax fetutn
positions in the financial statements as “more likely than not” that the position is sustainable, based
on its technical merits, and also provide guidance on the measurement, classification and disclosure
of tax return positions in the financial statements. Management believes there is no impact on the
Cotporation’s accompanying consolidated financial statements related to uncertain income tax

positions.
Fair Value of Financial Instruments

The carrying amounts repotted in the accompanying consolidated balance sheets for cash and cash
equivalents, accounts receivable, accounts payable, accrued expenses, advances from third-party
payets, and accrued annual leave approximates their fair value. The fair values of assets limited as to
use and investments are based on quoted market ptices of the individual securities or investments.
The fair value of the Cotpotation's fixed-rate debt is based on current traded values. The fair value
of the variable-rate debt is discussed in Noz F. The fair values of investments are discussed in

Noze C.

Note B - Management's Update on Plans for UMMS Affiliation and the New Regional
Medical Center

The Cotporation has expetienced substantial capital needs, significant unfunded pension obligations
and limited cash resources. 'The Cotporation continues to be reliant upon government and other

grant funding to finance continuing operations.

The following one-time operating grants wete tecotded in other income in the accompanying
consolidated statements of operations and changes in net assets as of June 30, 2014 and 2013:

2014 2013
Prince Geoige's County Government % 15000 § 15,000
State of Maryland 15,000 15,000
Magruder Memotial Hospital Trust 1,042 1,042
$ 31042 § 31,042

Should the government and ptivate grant funding, most of which was reported as income in the
financial records of PGHC, TRH and GSSHNC, not have been teceived by the Corporation, the
consolidated income from operations of the Corporation for the years ended June 30, 2014 and
2013 would have resulted in deficits of $29,356 and $34,527, respectively. The Corporation’s cash
flow continues to be stressed due primatily to the need to fund pre-existing obligations such as the
Corpotation's pension and othet posttetitement employee benefits (over $10,045 and §13,698
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Note B - Management's Update on Plans for UMMS Affiliation and the new Regional
Medical Center - Continued

conttibuted duting the years ended June 30, 2014 and 2013, respectively), as well as funding for new
property and equipment (over $9,756 and $23,500 for the yeats ended June 30, 2014 and 2013,
tespectively). Consolidated days unrestricted cash available to fund operations was approximately
twenty-four days as of June 30, 2014 and forty-one days as of June 30, 2013.

Management and the Board of Ditectors are addressing these issues to ensure the Cotporation's
continued financial stability as desctibed below.

On July 21, 2011, the Prince George’s County of Maryland (the County), the University of Matyland
Medical System (UMMS), the University System of Matyland (USM), the State of Matyland (the
State) and the Corporation signed a Memotandum of Undetstanding (MOU) to fotge a long term
solution to the historical challenges related to the Prince George's County health care system
facilities and assets currently leased to the Corporation (the System) by developing and
implementing a strategy to transform the System into an efficient, effective and financially viable
healthcate delivery system with a new regional medical center, located in Prince George’s County,
supported by a comprehensive ambulatory care netwotk, which will improve the health of residents
of the County and Southern Maryland region by providing community-based access to high quality,

cost-effective medical care.

UMMS has completed an initial study of the System and the health cate needs of the County. The
sttategy includes the potential development of a University of Maryland Baltimore health sciences
presence to accompany the regional medical center and the ambulatory cate netwotrk in the mission
to enhance the provision of quality health care services to the residents of the County and Southern
Maryland. The initial study estimates the overall costs necessary to implement the vision and strategy
to be in the range of $600 million, excluding the cost of implementing the comptehensive
ambulatoty system. Further, the study identified the additional need to resolve approximately $200
million of the Corporation’s unfunded pension liabilities; outstanding debt and unfunded retiree
health benefit costs. The costs for the project will be shared by the key stakeholders.

Plans for the project, as outlined in the MOTU, are on track. The University of Maryland College
Patk School of Public Health completed a study and assessment of the public health impact on the
population to be served. The findings wete ptesented to the key stakeholdets and wete also made

public.

External consultants have assisted management and the stakeholders with refining financial analyses
to determine the approptiate cost and size of the new Regional Medical Center (RMC). State and
County funding is already in place and the Largo Town Center was selected as the site for the new
hospital. On October 4, 2013, a CON application was filed with the State for new RMC.
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Note B - Management's Update on Plans for UMMS Affiliation and the new Region
Medical Center - Continued

If the other plans that are outlined in the MOU are executed as envisioned, a new hospital in the
County, along with a new USM health sciences campus and a primaty care outpatient network, could
be operational in the next four to seven years. A copy of the MOU can be found on the County’s

website.

As part of the MOU, on October 20, 2011, Governor Martin O’Malley on behalf of the State, and
County Executive Rushern L. Baket, III on behalf of the County, signed a letter of intent to
demonstrate theit cotnmitment to provide the System with thirty million dollars ($30,000) in
funding ($15,000 each) for fiscal year 2012, This funding was used both to support the System’s
operations and also for the continued discharging of its legacy liabilities. During fiscal year 2014 and
2013, the State and County also each provided $15,000 to the Cotpotation. The State has committed
to continue providing additional amounts of §15,000 cach for fiscal years 2015 through 2017. For
fiscal year 2015, the County has committed to providing additional amounts of $9,800. From fiscal
year 2016 and 2017, the County’s contribution will be approximately $10,000 per year. These
amounts ate to cover any continued operating losses and liabilities and are subject to State and
County’s tespective apptoptiations processes. As of September 9, 2014, the Cortporation had -
received the scheduled County funding of the initial installments for the operations of the
Cotpotation’s first fiscal quarter totaling $2.5 million.

The MOU also tequites full discharge of the Corporations legacy liabilities, namely its unfunded
pension balance and its 1994 bond debt, prior to an affiliation with UMMS. Towards this end, the
County assumed the Cotporation’s outstanding Series 1994 Bond debt (see No#z F). The County
reissued new debt in the form of certificates of patticipation from which the proceeds was used to
advance refund the Corporation’s Series 1994 Bond debt. Beginning fiscal year 2015, the County will
offset an amount equal to required debt setvice on the new certificates of participation from its

annual grant to the Corpotation.

The successful completion of these strategic initiatives is contingent upon the continued support
and cooperation of the County, the State, and UMMS.
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Note C - Investments

Matketable investments are included in the consolidated balance sheets as assets limited as to use at
June 30, 2014 and 2013, respectively.

The fair values of marketable investments at June 30 are as follows:

2014 2013

Money market funds $ 8,375 $ 11,133
Certificate of deposits 2,941 2,986
Government and agency 20,031 . 26,662
Cotporate bonds 4,774 6,439
Cominon stock 8,178 9,028
Asset-backed securities 573 906
Other 0 601
Total marketable investments 44 872 57,755
Less amount needed for cuttent debt service 0 4,721
Long-term investments  § 44,872 $ . 53,034

Investment income and gains for assets limited as to use, cashi equivalents, and other investments ate
comptised of the following for the years ended June 30:

2014 2013
Interest, dividends and realized gains $ 2,383 $ 2,241
Untealized gains on trading portfolio 51 16
2,434 2,257
Unrealized gains on other-than-
trading porifolio 0 3
§ 2434 § 2,260

Cutrent accounting standards define fair value as the price that would be received to sell an asset ot
paid to transfer a lability in an orderly transaction between market participants at the measutetnent
date, and establish a three-level hierarchy for fair value measurements based upon the transparency
of inputs to the valuation of an asset or liability as of the measurement date. The three levels of

inputs that may be used to measute fair value are:

Level 1: Quoted prices in active matkets for identical assets or liabilities. Level 1 assets and
liabilities include debt and equity secutities that are traded in an active exchange market, as
well as U.S. Treasury secutities.
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Note C — Investmentis — Contihued

Level 2: Obsetvable input other than Level 1 prices such as quoted prices for similar assets
or liabilities, quoted prices in markets that are not active, or other inputs that ate observable
or can be cotroborated by observable market data for substantially the full term of the assets
or liabilities. Level 2 assets and liabilities include debt securities with quoted matket prices
that are traded less frequently than exchange-traded instruments. This category generally
includes certain U.S. government and agency motrtgage-backed debt securities, cotporate-
debt securities, and alternative investments.

Level 3: Unobservable inputs that ate suppotted by little or no market activity and that are
significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include
financial instruments whose value is determined using pricing models, discounted cash flow
methodologies, ot similar techniques, as well as instruments for which the determination of
fair value requires significant management judgment ot estimation. This categoty generally
includes certain private debt and equity instruments and alternative investments.

'The following discussion describes the valuation methodologies used for financial assets measured at
fair value. The techniques utilized in estimating the fair values are affected by the assumptions used,
inchuding discount rates, and estimates of the amount and timing of future cash flows. Care should
be exetcised in detiving conclusions about the Corporation’s business, its value, or financial position
based on the fair value information of financial assets presented below.

Fair value estimates are made at a specific point in tite, based on available market infortnation and
judgments about the financial asset, including estimates of the timing, amount of expected future
cash flows, and the credit standing of the issuer. In some cases, the fair value estimmates cannot be
substantiated by comparison to independent markets. In addition, the disclosed fair value may not
be realized in the immediate settlement of the financial asset. Furthermore, the disclosed fair values
do not reflect any premivun or discount that could result from offering for sale at one time an entire
holding of a particular financial asset. Potential taxes and other expenses that would be incurred in
an actual sale ot settlement ate not reflected in the amounts disclosed.

Fair values of government and agency securities, cotporate bonds, common stock and asset-backed
securities have been determined by the Corporation from observable market quotations, when
available. Money matket funds comprise shott-term fixed maturity secutities, and cattying amounts
approximate fait values, which have been determined from public quotations when available.
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Note C — Investments - Continued

The following table presents the Cotporation’s fait value hierarchy for financial instruments
measutred at fait value on a recurting basis as of June 30, 2014,

Levell Level 2 Total
Money matket funds % 0 3 8,375 ¥ 8,375
Cettificate of deposits 0 2,941 2,941
' Govetnment and agency
Treasuty notes 18,305 0 18,305
Mottgage asset 0 115 115
Federal home agency asset 0 1,726 1,726
Nonconvettible cotporate bonds 0 4,774 4,774
Common stock
Basic matetials 923 0 923
Conglomerates 177 0 177
Consumer goods 205 0 205
Financial 1,091 0 1,09
Healthcare 1,579 0 1,579
Industtial goods 639 0 639
Services 1,496 0 1,496
Technology 1,719 0 1,719
Utilities 349 0 349
Mottgage asset-backed securities 0 458 458
Total § 26,483 % 18,389 $ 44,872
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Note C — Investments - Continued

The following table presents the Corporation’s fair value hietarchy for financial instruments

measured at fair value on a recurring basis as of June 30, 2013.

Level 1 Level 2 ‘Total
Money marlet funds $ 0 § 11,133 § 11,133
Cettificate of deposits 0 2,986 2,986
Government and agency
Treasury notes 24,101 0 24,101
Motigage asset 0 165 165
Federal home agency asset 0 2,396 2,396
Other - private placement 0 601 601
Nonconvertible corporate bonds 0 6,439 6,439
Common stock
Basic matetials 1,214 0 1,214
Conglomerates 109 0 109
Consumer goods 378 0 378
Financial . 1,289 0 1,289
Healthcare 1,630 0 1,630
Industrial goods 987 0 987
Services 1,764 0 1,764
Technology 1,439 0 1,439
Utilities 218 0 218
Mottgage asset-backed securities 0 206 906
Total $ 33,129 § 24,626 $ 57,755

No significant transfers were made between financial instruments classified at different levels during

2014 and 2013.
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Note D - Property and Equipment

A summary of propetty and equipment at June 30, 2014 and 2013 1s as follows:

2014 2013
Land ' $ 743§ 743
Land improvements 532 532
Buildings and improvements 71,57 70,634
Leasehold improvements 36,400 36,370
Equiptment 160,137 153,108
Equipment undet capital lease obligation 9,224 9,718

278,607 271,105
Consttuction in progress 3,450 619

282,057 271,724
Less: accumulated depreciation and amortization 215,233 202,463

$ 66,824 % 69,261

Accumulated amortization for equipment undet capital leases was $6,820 and $5,264 at June 30,
2014 and 2013, respectively. The Cotpotation recognized amottization expense for assets under
capital lease obligations of $1,484 and $1,432 for the periods ended June 30, 2014 and 2013,
tespectively. These amounts ate included in depreciation and amortization expense within the
accompanying consolidated statements of operations and changes in net assets (deficit).
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Note E - Long-Termy Debt

Long-tetm debt and capital lease obligations at June 30, 2014 and 2013 are sumtmarized as follows:

2014 2013
Seties 1994 Bonds: _
5.38%-T'erm bonds with petiodic sinking fund payments due July 1, 2014 $ 0o % 6,775
5.30%-Term bonds with periodic sinking fund payments due July 1, 2024 0 46,710
Magruder Trust Mortgage - lability held for sale, three-year adjustable
rate (3.25% at both June 30, 2013 and 2012), repayable in
periodic installments through 2025 2,800 3,004
Capital lease obligations, payable in monthly installments collateralized,
with interest ranging from 1.99% to 5.98% by leased equipment 3,058 4,270
5,864 60,759
Less: original issue discount of 1994 Bonds 0 850
5,864 59,909
Less: cutrent portion of long-term debt and capital lease obligations 1,424 5,016
Non-current portion § 4440 § 5489

Tnterest costs on long-term debt and notes payable incurted and paid for the yeats ended June 30,
2014 and 2013 was $1,437 and $3,343, respectively.

The assets held in trust under the Series 1994 Bonds as of June 30, 2014 and 2013 are as follows:

June 30
2014 2013
Debt-setvice resetve fund $ 0§ 6,594
Debt-service fund 0 4,721
§ 0 § 11,315

In Octobet 2013, the County assumed the Corporation’s outstanding Series 1994 Bonds. The
County treissued new debt in the form of certificates of participation from which the proceeds was
used to advance refund the Cotporation’s Series 1994 Bonds. 'The Cotpotation recognized a pain
from extingnishment of this debt of $43,622.
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Note E - Long-Term Debt - Continued

Scheduled principal tepayments on long-term debt are as follows as of June 30, 2014:

Year ending: ‘
2015 $ 239
2016 211
2017 218
2018 226
2019 233
2020 and thereafter 1,720

$ 2,847

Futute minimum lease payments under capital leases, together with the present value of the net
minitmum lease payments, are as follows as of June 30, 2014:

Year ending:

2015 $ 1,312
2016 1,097
2017 665
2018 166
2019 0
2020 and thereafter 0

Total minimum lease payments 3,240

Less amounts representing interest (223)
Present value of net minimum

lease payments  § 3,017

The fait value of the Cotporation's Seties 1994 Bond indentures, based on the quoted market prices
at June 30, 2014 and 2013, was $0 and $49,936, respectively. The fair value of all other outstanding

debt approximates its carrying value.
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Note F - Functional Expenses

The Cotporation considers health care services and management and general to be its ptimaty
functional categoties for purposes of expense classification. The Corpotation's opetating expenses
by functional classification for the years ended June 30, 2014 and 2013 are as follows:

2014 2013
Health cate services $ 348,759 § 338,010
Management and general 32416 31,417
$ 381,175 $ 369427

Note G - Insurance Programs

The Corporation maintains a wholly owned captive insurance company to provide professional and
other liability insurance to its institutions and employees. As of June 30, 2014 and 2013, the limits
were $5,000 per occurrence for professional liability and $3,000 per occurtence for general liability.
Physicians employed by the Cotpotation are insured for professional liability with coverage limits of
$1,000 and $3,000 in the annual aggregate. The Corporation also tuns sevetal lines of casualty
insurance. Some of the lines of insurance are commercially teinsured. In calendar years 2014 and
2013, the captive insurance company provided reimbutsement coverage to the Cotporaton for
liability exposures. Amounts above retention for professional, general and casualty lines are 100%
reinsured through other commercial insurance companies. The Cotporation incutred professional
liability expenses of approximately $15,097 and $13,607 for the yeats ended June 30, 2014 and 2013,

respectively.

The Corporation provides claims-management services to the captive insurance company. Tosses
from claims, both asserted and unassetted such as potentially compensable events identified under
the Corporation's incident repotting system, are acctued based on actuatial estimates that
incorporate the Corporation's past experience, as well as other considerations. These include the
nature of each claim or incident and various relevant trend factors. An additional amount is accrued
for potential incutred but not reported claims. The estimates for these losses are reported as accrued
professional liabilities on the consolidated balance sheets.

In management’s opinion, the assets of the captive insurance company are sufficient to meet its
obligations as of June 30, 2014. If the financial condition of the captive insurance company wete to
materially deteriorate in the future, and if it was unable to pay its claim obligations, the responsibility
to pay those claims would revert to the Corporation.
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Note H - Pension and Postretitement Benefits

The Cotporation has a nonconttibutory defined benefit pension plan (the Plan) covering
substantially all employees. For employees not covered undet collective-bargaining agreements and
employees who are teptesented by the 1199 SEIU Health Care Workers East - Health Care Workers
union (formetly District 1199E-DC, SEIU union and formerly Local No. 63 union), the Plan
opefates as a cash balance plan. The annual contribution by the Corporation is allocated to
individual employee accounts based on years of service and the individual's retitement account. For
employees reptesented by the 1199 SEIU Health Care Workers East — Registered Nurses Chapter
union (fotrmetly Professional Staff Nurses Association union), benefits are based on years of service
and avetage final compensation. On December 31, 2007, the Cotporation elected to freeze the
Pension Plan. No further benefit accruals will be made to the Plan. The Plan freeze substantially

reduces annual funding obligations beginning with Plan year 2008.

The Corporation's funding policy is to conttibute such actuatially determined amounts as necessary
to ptovide assets sufficient to meet the benefits to be paid to the Plan participants and to meet the
funding requirements of the Employees Retitement Income Security Act of 1974 (ERISA).

Postretirement Benefit Plans

The Cotpotation also sponsots two defined postretitement benefit plans that cover both salaried
and non-salaried employees. One plan provides health care (medical, dental and vision) benefits and
the other provides life insurance benefits. The posttetirement health care plan is provided to
employees who have tetired and certain othet employees who were eligible to retite prior to July 1,
1995. The plan is contributory for those who retired prior to July 1, 1995, with retiree conttibutions
adjusted annually. Employees who tetited on July 1, 1995 and later ate eligible to participate in the
plan by paying 100% of the premiums without corporate contributions. The Corporation’s policy
has been to fund this plan on an as needed basis.

The second defined postretirement plan is a life insutance plan covering both salaried and non-
salaried employees. ‘The plan was non-contributoty for all eligible retitees prior to July 1, 2001. For
employees represented by the 1199 SEIU Health Care Wotkers East — Registered Nurses Chapter
union, the plan was no longer offered to new retitees as of July 1, 1999. Effective July 1, 2001, the
plan was modified to become conttibutory for the non-union employees and employees represented
by the 1199 SEIU Health Care Workers East - Health Care Workers union who retired prior to July
1, 2001 and fot the employees represented by the 1199 SEIU Health Care Workets East—
Registeted Nutses Chaptet union who retired prior to July 1, 1999. The Corporation's policy has
been to fund its share of these benefits as they are incurred.
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Note H - Pension and Postretitement Benefits - Continued

Defined Contribution 403 (b} Plan

On January 1, 2008 a defined contribution 403(b) plan, the Dimensions Health Corporation
Retitement Savings Plan, was adopted as a replacement plan for the frozen pension plan. Previously
the employer had a non-contributory deferred savings program offered to employees through
multiple third party administrators.

'The 403(b) plan provides a 2% employer contribution on gross wages. Eligible employees who defer
wages into the program receive matching conttibutions from the Corporation equal to 50% of their
conttibution, up to 4% of their gross pay (thereby receiving an employer maximum match of 2%).
Employees who are budgeted to work 40 hours pet pay petiod receive their contribution and match
on a biweekly basis. Employees who ate budgeted less than 40 hours per pay period but who
actually work 1,000 ot more hours in the plan year receive their contribution and match in one
payment eatly in the following year. The 403(b) plan has a three year “cliff” vesting schedule.
Employet contributions undet this plan totaled approximately $4,919 and $4,952 for the years ended

June 30, 2014 and 2013, tespectively.

In accordance with the collective batgaining agreement with 1199 SEIU Health Care Workers Hast —
Registered Nurses Chapter, teptresented employees with fifteen years of service will receive a
matching $25 for each pay period in which they defer $25 or more. This matching contribution is

paid quarterly.

As the 403(b) plan results in a decrease in retirement benefits for older employees, “grandfathering”
provisions wete put In place. Non-represented employees, who, as of January 1, 2008, are both
fifty-five yeats or older and who have at least one year of vesting service, receive an additional 3%
conttibution from the Corporation. Employees represented by 1199 SEIU Health Care Wotkets
East — Registered Nutses Chapter and who, as of January 1, 2008 are both fifty-five years or older
and who have fifteen years of vesting setvice receive an additional 6.5% contribution from the
Corporation. To be eligible for the supplemental grandfatheting contributions, employees must
continue to wotk in positions budgeted for at least fotty houts per pay petiod.

On Aptil 8, 2008 the Corporation filed a “de minimis” determination ruling request, exempting the
Cotporation from Section 412(f) of the IRS Code and 304(b) of ERISA on Aptil 8, 2008, due to the
establishment of the defined conttibution 403(b) plan. As of the date of this repott, the Cotporation
has not teceived disposition on the request.
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Cotporation and Subsidiaries
(Dollars in thousands)

Note H - Pension and Postretirement Benefits - Continued

Recorded 1 iability

The Cotporation has recorded a pension liability in the accompanying consolidated balance sheets in
the amount of $59,018 and $70,922, representing the amount of projected benefit obligation
exceeding the fair value of the Plan’s assets as of June 30, 2014 and 2013, respectively. The
accumulated benefit obligation was $249,762 and $235,335 as of June 30, 2014 and 2013,

respectively.

The Cotporation has also tecorded a post retitement benefit liability in the accompanying
consolidated balance sheet in the amount of $4,369 and $5,084 as of June 30, 2014 and 2013,
respectively, representing the underfunded status of the other postretitement benefit plans.
Other
Postretitement Benefits

Pension Benefits

2014 2013 2014 2013

Change in benefit obligation

Benefit obligation at beginning of year $ 235335 § 242269 § 5084 § 5322
Interest cost 11,068 10,238 203 219
Actuarial (gain) loss 11,520 (9,956) (413) 186
Benefits paid (8,161) (7,216) {505) {643)
Benefit obligation at end of yeat § 249762 § 235335 § 4369 § 5084
Change in plan assets

Fair value of plan assets at beginning of year $ 164413 $ 142,221 § 0 3 0
Actual return on plan assets 24,952 16,353 0 0
Employer contribution 9,540 13,055 505 643
Benefits paid (8,161} (7,216) (505) (643)
Fair value of plan assets at end of year $§ 190744 % 164,413 $ 0 3 0
Funded status/accrued pension and other

posttetitement benefit cost § (59018 § (70922) § (4369) § {5084

32




Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollars in thousands)

Note H - Pension and Postretitement Benefits — Continued

Recorded Liability - Continned

Significant assumptions used in the accounting for the benefit plans on the measurement dates are
as follows. For measurement putposcs, certain rate assumptions ate adjusted based upon periodic

changes in market indicators.

Other
Pension Benefits Postretitement Benefits

2014 2013 2014 2013
Weighted-average assumptions
Discount rate 4.35% 4.80% 4.35% 4.80%
Expected retutn on plan assets 7.5% 7.5% N/A N/A
Health cate trend rate N/A N/A 7.9% 8.2%
Compounents of net periodic benefit cost
Service cost L 0 $ 0 $ 0 $ 0
Interest cost : 11,068 10,238 203 219
Expected tetutn on plan assets (12,506) (11,540) 0 0
Amorttization of prior service cost 150 150 (135) (135}
Amorttization of net actuatial loss 10,297 13,782 54 97
Amortizatdon of transition obligation 0 0 250 252
Net petiodic benefit cost § 9,009 $ 12630 §% 372§ 433

The overall rate of expected return on assets assumption was based on historical returns, with
adjustments made to reflect expectations of future returns. © The extent to which the future
expectations were recognized included the target rates of return for the future which has historically

not changed.
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note H - Pension and Postretirement Benefits — Continued

Recorded Liability - Continned

For measurement purposes related to postretitement benefits as of June 30, 2014 and 2013, a 4.5%
annual rate of increase in the per capita cost of covered health cate benefits was assumed. The
health care trend rate assumption has a significant effect on the amounts reported. For example,
changing the assumed health care cost trend rates by one percentage point will have the following
effects:

One Percentage- Omne Percentage-
Point Increase Point Decrease

Effect on service and interest cost component $ 10 % &)
Effect on postretirement benefit obligation 236 (211)
Pension Plan Assels
The Plan’s asset allocations at June 30, 2014 and 2013, by asset category, ate as follows:
2014 2013
Asset Category
Equity secutities 52% 52%
Fixed matutity securities 26% 27%
Other 22% 21%
100% 100%

'The Plan assets may be invested in publicly traded equity mutual funds, including equity index funds
and unit investment trusts mirtoring a majot market equity index, and publicly traded bond mutual
funds, including bond index funds, with allowable ranges of 50% to 80% of the total asset value for
equities and 20% to 50% of the total asset value for fixed maturity investments. In addition, fixed
maturity investments that ate not publicly traded may be used with specific approval by the Plan
trustees. Investment results ate evaluated against applicable major market indexes.
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note H - Pension and Postretirement Benefits — Continued

Penszon Plan Assets - Continued

The custodian of the Plan’s assets uses an independent pricing setvice, Interactive Data Pricing and
Refetence Data, Inc., to provide pticing services and valuatdon methodology. The following is a
description of the valuation methodologies used for assets measured at fair value.

Common stock securities are priced at the closing price teported on the active market on which
individual secutities are traded.

Corporate bond secutities ate priced by independent pricing services using inputs such as
benchmark yields, reported trades, broket/dealer quotes, and issuer spreads, and priced using non-
binding broker/dealer quotes. Prices are reviewed by the custodian to ensute reasonableness, and
can be challenged with the independent party and/ot overridden if the custodian believes the

custodian’s price would be imore reflective of fair value.

U.S. povernment securities ate pticed using inputs such as benchmatk yields, reported trades,
broker/dealer quotes, and issuet spreads, pticed using non-binding broker/dealer quotes. Prices ate
teviewed by the custodian to ensute reasonableness, and can be challenged with the independent
party and/or overridden if the custodian believes the custodian’s price would be more reflective of

fair value.

The valuation of asset-hacked securities {(including partnerships) is based on valuation by the general
manager ot partner of such asset determined in good faith using criteria set forth in the asset

agreements.
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaties
' (Dollats in thousands)

Note H - Pension and Postretirement Benefits — Continued

Pension Plan Assets - Continued

The fair values of the Plan assets as of June 30, 2014 by asset categoty ate as follows:

Asscts Level 1 Level 2 Level 3 Total
Cash and cash equivalents
Cash and money market funds § 8548 § 0 % 0 % 8548
Fixed Maturity
TS government agency bonds/notes 4,749 ¢ ¢ 4,749
US government bonds/notes 13,218 0 0 13,218
Mumicipal bonds 0 745 0 745
Corpotate bonds 0 10,421 0 10,421
Asset backed securities ] 708 0 708
Equity
Mutnal funds
Latge cap growth 23,627 0 0 23,627
Mid cap growth 9,552 0 0 9,552
Mid cap value 9,843 0 0 9,843
Foreign large value 18,543 0 ¢ 18,543
Foreign large prowth 16,705 0 0 16,705
Inflation-protected bond 3,844 0 0 3,84
Alternative strategies 13,599 0 0 13,599
Cogranon stocks
Enerpy : 4,937 ] 0 4937
Materials 3,197 0 0 3,197
Industeials 3,475 0 0 3,475
Consumer discretionary 3,635 0 0 3,635
Consumer siaples 2,639 0 0 2,639
Healthcare 2,576 0 0 2,576
Financials 6,187 0 0 6,187
Information technology 6,062 0 0 6,062
Telecom services 161 0 ] 161
Utilities an ] 0 373
Foreign 0 1,689 0 1,689
Other 0 196 0 19
Alternatives
Multi-stratepy hedpe fund of funds 0 0 21515 21,515
Tatal assets fairvalue  § 155470 § 13759 § 21515 § 190,744
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note H - Pension and Postretirement Benefits — Continued

Pension Plan Assets - Continned

The fair values of the Plan assets as of June 30, 2013 by asset category ate as follows:

Assets Level 1 Level 2 Level 3 Total
Cash and cash equivalents
Cash and money matket funds ) 0,763 % 0o % 0 § 9,763
Fixed Maturity :
US goverament agency bonds/notes 11,599 0 0 11,599
US government bonds/notes 0 3,819 0 3819
Municipal bonds 0 KUY 0 i
Cotporaie bonds 0 7,248 0 7,248
Asset backed securities 0 478 0 478
Equity
Mutnal fands
Large cap growth 9,601 0 0 9,601
Mid cap value 8,001 0 0 8,051
Foreigh latge value 15,500 0 0 15,500
Foreign large growth 14,950 0 ] 14,950
Inflation-protected bond 2,489 0 0 2,489
Altemative strategies 9,965 ] 0 9,965
Conmmon storks
Energy 5,112 0 0 5,112
Materials 3421 0 0 342
Industtials 4,561 0 ¢ 4,561
Consumer discretionary 5,840 0 0 5,840
Consumer staples 5,531 ] 0 5,531
Healthcare 5,654 ¢ 0 5634
Financials : 5,980 0 0 5,980
Information technology 8,566 0 0 8,566
Telecom setvices 942 0 0 942
Utilities 138 0 ¢ 138
Foreipn 0 4,045 0 4,045
Preferred stock ¢ 123 0 123
Alternatives
Multi-strategy hedge fund of funds 0 0 20,696 20,696
’ Total assets fair value  § 127,663 $ 16,054 § 20696 $ 164,413
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries

(Dollats in thousands)
Note H - Pension and Postretitement Benefits - Continued
Pension Plan Assety - Continned

The following table is a rollforward of the fait value amounts fot financial insttuments classified by .
the Plan within level 3 of the valuation hierarchy above:

Fair value June 30, 2012 $ 19,249
Sales (893)
Putchases 45
Realized gains 28
Untealized gains _ 2,267
Fait value June 30, 2013 $ 20,696
Sales {1,630)
Putchases 465
Realized gains 4
Untealized gains 1,980
Fair value June 30, 2014 . $ 21,515

During fiscal yeats 2014 and 2013, no significant transfers were made between financial instruments
classified at different levels.

The Plan holds alternative investments that are not ttaded on national exchanges or over-the-
countet matkets. The Plan is provided information on a net asset value per share basis for these
investments that have been calculated by the funds of funds’ managers based on information
provided by the managers of undetlying funds. Included in alternative investments are two classes of
hedge funds of funds with fair values of $19,115 {Grosvenor funds) and $2,400 (Silver Creek funds}
as of June 30, 2014 and $17,362 (Grosvenor funds) and $3,334 (Silvet Creek funds} as of June 30,

2013.
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note H - Pension and Postretirement Benefits — Continued
Pension Plan Assets - Continsed

The following table displays information by major alternative investment categoty as of June 30,
2014 and 2013:

Redemption Redemption
Description Frequency Notice Petiod Receipt of Proceeds
Hedge Funds (1) In liquidation status (1) (1)
Hedge Punds Quarterly 70 days 2

1. The Silver Creek funds are cutrently in liquidation status and closing. There are no liquidity
provisions. According to the estitnated liquidation schedule, payouts are serniannual.

2. The liquidity for the Grosvenor funds is quarterly with 70 days notice, and redemptions ate
effective as of the last day of the month. In the case of a withdrawal of all or substantially all
(as determined by Gtosvenot) of the balance of a Limited Partner’s Capital Account, the
Master Series generally will pay at least 90% of the estimated Capital Account balance
withdrawn within 60 days following the effective date of the withdrawal, with the remainder
to be paid as promptly as possible after the completion of the Master Seties’ audit for the
fiscal year in which the withdtawal occurred. Generally the audit reserve is paid between 90-
120 days as of the initial payment date, but the fund does resetve the right to pay out the
audit reserve upon the completion of the audit for the fiscal year in which the redemption

took place.

Cash Flows

The Cotpotation expects to make the following conttibution for fiscal year 2015:

Pension Plan $10,128
Postretirement Plan $411
403(b) Plan $4,984
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Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note H - Pension and Postretirement Benefits - Continned

Estimated Future Benefit Payments

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

Pension Benefits  Other Benefits

2015 $ 9400 § 411
2016 10,008 410
2017 10,754 407
2018 11,498 390
2019 . 12,250 387
2019 and thereafter 70,970 1,720

Note I - Commitments and Contingencies

Operating Leases

The Corporation leases land and buildings used primatily by PGHC, LRH and BHC from Prince
George's County under a lease agreement. In connection with the refunded Series 1992 Bond Issue,
the lease was restated and amended to provide for the use of the related facilities through June 30,
2042, for a one-titne, lntnp-sum payment of §$13,352 and future annual rental payments of §1 for the
remaining term of the lease. The lump-sutn payment, made on June 17, 1992, was allocated to the
related buildings ($8,958) and to reduce the deferred rent liability recorded by the Cotporation at the
time of the restatement and amendment (§4,394). 'The amount allocated to the buildings is being
amottized over the lesser of the useful life of the assets or the remaining lease tetm.

Upon termination of the lease, the Cotporation is obligated to deliver to the County all of the assets
attributable to the opetations, as defined, including all fixed and moveable equipment. All such
assets will be transferred and conveyed in “as is” condition without warrant as to condition or

serviceability.

The Corporation also leases vatious equipment and computer services under long-term operating
lease agteements. 'Total rental expense for operating leases approximated $2,244 and $2,247 for the

years ended June 30, 2014 and 2013, respectively.
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Notes to the Consolidated Financial Statements- Continued

Dimensions Health Corporation and Subsidiaties
(Dollars in thousands)

Note I - Commitments and Contingencies - Continued

Operating eases - Continned

The following is a schedule of future minimum lease payments under operating leases as of June 30,
2014 that have initial or remaining lease terms in excess of one year.

Amount
Year ending June 30:
2015 $ 132
2016 132
2017 120

The Cotporation entered into an agreement with an outside vendor to outsoutce the management
information services function and maintenance and provision of software services thtough
Decembetr 31, 2014. The temaining payments are expected to be $538.

Professional Liability and I stigation

The Corportation is involved in litigation arising in the ordinary course of business. Claims alleging
malpractice have been assetted against the Cotporation. For such claims, management has accrued a
resetve for potential liability in the amount of $26,870 and $27,289 as of June 30, 2014 and 2013,
tespectively (see No#e G). There is at least a reasonable possibility that some of these cases will be
settled against the Corporation, resulting in vatying degrees of monetary damages in excess of the
recorded resetve. After consultation with legal counsel, management estimates that these mattets
will be tesolved without material adverse effect on the Cotporation's future financial position or

results of operations.

Collective Bargaining Agreements

At June 30, 2014 and 2013, the Corporation has approximately half of its employees working under
a collective batgaining agreement. The agreement with 1199 SEIU Health Care Workers Fast
expited Aptil 20, 2013, which was extended through March 31, 2014. Negotiations on a new
agreement are ongoing, The term and financial impact of 2 new agreement ate not determinable at

this dine.
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Dimensions Health Corporation and Subsidiaries
(Dollars in thousands)

Note I - Commitments and Contingencies - Continuned

Other

As of June 30, 2014, lettets of ctedit in the amounts of $1,500 (expiring September 4, 2015), $1,250
(expiting September 30, 2015), and §200 (expiring September 4, 2015) ate maintained in support of
vatious insutance atrangements and require the payment of annual commitment fees of 0.50%. As
of June 30, 2014 and 2013, the Corporation pledged $2,959 and $2,986, respectively, as collateral for
these lettets of credit. 'The assets pledged are classified as short term investments in the
accompanying consolidated balance sheets. The restricted cash and cash equivalents reported in the
accompanying consolidated balance sheets represent cash received from donots restricted for

specific purposes.

The Corporation was self-insured against workers' compensation claims up to $300 pet claim with
no annual aggregate limit priot to July 1, 2004. The Corporation maintains a commescial insurance
policy for claims liabilities exceeding these limits. A liability of $216 and $68, as of June 30, 2014
and 2013, respectively, has been established for known claims and an estimate for claims incurred
but not tepotted and accrued in the Cotporation’s accounts payable. Effective July 1, 2004, the
Cotporation's self-insured limit was raised to $400 per claim with no annual aggregate. Effective
Octobet 1, 2004, the Corpotation's self-insurance privileges were revoked and the Corporation
purchased 2 commetcial policy to cover all prospective workets' compensation claims. ‘This policy
provides coverage for claims up to $500 per claim with no annual aggregate limit.

Note J - Matyland Health Setvices Cost Review Commission

Certain of the Corporation's chatges to patients are subject to review and approval by the Maryland
Health Services Cost Commission. Management has filed the trequired forms with the Commission

and believes the Corporation to be in compliance with Commission requirements.

The current tate of reimbursement for all hospital based charges undet the Medicare and Medicaid
programs is based on an agreement between the Center for Medicare and Medication Innovation
and the Commission. The new agreement, which became effective January 1, 2014, is based on the
population of the hospital’s setvice area as opposed to case volumes. Thus, a hospital’s annual
approved revenues are fixed each year based on its service area demographics and not volumes.
‘There is a strong incentive to constrain unnecessary hospital visits and admissions.

The agreement is for five years and grants to the State of Maryland a waivet from prevailing
Medicare and Medicaid prospective payment system teimbutsement principles as long as the various
goals in the agreement are attained. Among the goals to be attained over the life of the agreement
ate: Savings to the Medicare program of $300 million, Matyland readmission rates improve to equal
the national rate, Maryland provide immediate savings to the Medicare program (shared savings) to
equal Medicare’s prospective savings from reduced payments to readmission abusers nationally,
Maryland Hospital Acquited Condition fates improve to the national average and other quality

telated benchmatks.
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(Dollars in thousands) <

Note J - Maryland Health Services Cost Review Commission - Continued

All patient chatges in the Maryland system remain equal for all payers except that Medicare and
Medicaid continue to teceive discounts to yield lower net charges to those payers.

Effective Aptil 1999, the Commission adopted a charge per case system in which a hospital’s actual
average charge per Inpatient case had to equal an approved target average inpatient charge per case.
The population based system described above has replaced the charge per case system with the
global based revenue (GBR) system. GBR requires that all hospital charges equal a single annual
approved amount (the GBR) representing the new population based approach. Actual charges less
than GBR will be added to the subsequent yeat’s GBR. for recapture. Actual charges greater than
GBR will be subtracted from the subsequent yeat’s GBR for payback. Charge variances in either
ditection will incur penalties if they exceed 0.5% of GBR.

Although the new waiver was effective on January 1, 2014, the Commission used the GBR
methodology for all of fiscal year 2014. For this first year, all of the Cotpotation’s facilitics were
combined into one latge GBR for compliance purposes. The Corpotation’s chatges for fiscal year
2014 exceeded GBR by 0.7%. Therefore, the GBR for fiscal year 2015 will be reduced. All penalties

incutred were waived by the Comrmission.

Additionally, the GBR methodology maintains Commission issued approved tates in each rate
center effective for the fiscal yeat. The actual average unit chatge for each center is compared to the
approved rate on a monthly basis. Penalties can be incurred if the variance greater than 5% in either
ditection. No penalties were incurred in fiscal year 2014.

The rate variances, plus penalties where applicable, are applied to decrease (in the case of
overcharges) ot increase (in the case of undetchatges) future approved rates on an annual basis. The
tming of the Commission’s rate adjustments for the Corporation could result in an increase or
reduction due to the variances and penalties described above in a year subsequent to the year in
which such items occur. The Corporation’s policy is to accrue revenue based on actual charges for
setvices to patients in the year in which the services are perfonmed and billed,

43




Notes to the Consolidated Financial Statements- Continued
Dimensions Health Corporation and Subsidiaries
(Dollats in thousands)

Note K - Related Party Transactions

~ The Prince George’s Hospital Centet Foundation, Inc., the Laurel Regional Hospital Foundation,
Inc., and the Lautel Regional Hospital Auxiliaty wete established to salicit contributions from the
general public solely for the funding of capital acquisitions and operations of the associated
hospitals. The associated hospitals have recorded their interest in the net assets of the foundations
as a non-cutrent asset in the accompanying consolidated balance sheets.

The Cotpotation's wholly owned subsidiary, Madison Manor, Inc., holds a 25% partnership interest
in BCLP and accounts for it undet the equity method. The cartying value of the Corporation’s
investment in BCLP was $3,200 and $3,749 at June 30, 2014 and 2013, respectively.

Note L — Subsequent Events

Management evaluated all events and transactions that occurred after June 30, 2014 and through
October 17, 2014, the date the consolidated financial statements were available to be issued. The
Corporation did not have any matetial recognizable subsequent events duting the period.
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