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Management's Discussion and Analysis 

TULARE REGIONAL MEDICAL CENTER 

hme 30, 2018 

The management of the Tulare Local Health Care District (dba Tulare Regional Medical Center, e.g. the District) 
has prepared this am1ual discussion and analysis in order to provide an overview of the District's performance for 
the fiscal year ended June 30, 2018 in accordance with the Governmental Accounting Standards Board Statement 
No. 34, Basic Financials Statements,' Management's Discussion and Analysis for State and Local Governments. The 
intent of this document is to provide additional information on the District's historical financial perfomiance as a 
whole in addition to providing a prospective look at revenue growth, operating expenses, and capital development 
plans. This discussion should be reviewed in conjunction with the audited financial statements for the fiscal year 
ended June 30, 20 J 8 and accompanying notes to tbe financial statements to enhance one's understanding of the 
District's financial performance. 

Summary 

Tulare Regional Medical Center was closed for business on October 29, 2017. This followed the District's filing for 
Chapter 9 Bankruptcy protection on September 30, 2017. The Hospital was re-opened after a lengthy process of 
identifying a "partner'' who could provide fmancial support along with expertise and experience in operating acute 
care hospitals. That partner is Adventist Health, who was selected in July, 2018, and who successfully led the quest 
to reopen the Hospital on October 15, 2018. 

Background 

Tulare Regional Medical Center was managed and operated by Healthcare Conglomerate Associates, LLC (HCCA) 
starting in 2014, and ending November 22, 2017. During that time, there was a significant decrease in overall days 
of care provided to patients (as compared to previous years), and although U1e cost of care per adjusted patient day 
dropped in 2015, it continued on a significant upward trend, especially in the FYE's 2016 and 2017. Finally, by oiid-
20 l 7, the District came to the realization that the hospital's financial position was extremely precarious due to its 
inability to meet its financial obligations; and as such, it felt compelled to seek Chapter 9 Bankruptcy protection. 

Key L'isues 

Although the financial audit preparations were initiated in July and August of2017, the audit was never performed. 
After declaring bankruptcy, tbe District contTactecl with Wipfli/HFS Consu ltants to provide overall consultative 
services to address the District's needs and to work toward the goal of re-opening the Hospital. The Wipfli team 
started in October, 2017, and took possession of the Hospital on Monday, November 27, 2017. During the ensuing 
months, the following major actions were taken: 



Management's Discussion and Analysis (continued) 

TULARE REGlONAL MEDICAL CENTER 

1 - A skeleton crew of Hospital staff members were retained to address the work needs anticipated for re-opening 
the Hospital; 

2 - An operating budget and related cash budget needed to re-open the Hospital was developed and re-worked over 
the course of the next 6 months; 

3 -Numerous funding sources were pursued, including filing for numerous third- party receivables, follow-up billings 
on the outstanding patient accounts receivables, and pursuit of various Supplemental Functing sources that are 
available to District hospitals which provide services to a large population of Medi-Cal patients; 

4 - Interim loans were obtained from the Tulare Local Health Care Foundation along with a loan from another 
regional health system; 

5 - Several months of negotiations with a regional health system failed to conclude a workable go-forward solution 
for the District, and a "Request for Proposal" was developed shortly thereafter in June, 2017 to reach out to other 
interested operators; 

6 - The District received and accepted a proposal from Adventist Health to provide a $1 OMM re-opening Line of 
Credit, a Management Services Agreement to operate the Hospital along with absorbing the related revenues and 
costs from time of opening until a Change of (Business) Ownership (CHOW) is attained. ln order to obtain a CHOW, 
this first required a lease of the Hospital, and this lease to Adventist Health was approved by vi1tue of an 88.8% 
favorable vote of the Districes property owners in the November election; 

7 - A major effort to re-open the Hospital led by the Board, Adventist Health, Wipfli, and numerous community 
supporters was convened in July, 2017, re-licensing and certification was obtained from the State, and the Hospital 
successfully re-opened on Monday, October 15, 2018. All basic services nt:eded to support an acute care hospital 
were opened at that time, including Emergency Room services which immediately was visited by 60- 70 patients 
per day. 

Future Initiatives 

At the time the CHOW is completed, Adventist Health wiU take fuU responsibility of operating the Hospital as a new 
business entity entitled Adventist Health-Tulare. Also, over the course of the next few months, they plan to re-open 
the Obstetrical services, elective Surgical services, and various other services beneficial to the overall operation of 
the Hospital and the community. 

The Tulare Local Health Care District (District) will continue to serve as Landlord to Adventist Health-Tulare, and 
will oversee the Hospital lease between the two parties. The District will hire appropriate staff necessary to carry 
out i.ts ' basic business a11d accounting functions, which also includes oversight of the management contract of its 
Evolutions Health Club business along with leasing out other commercial space to various businesses located on the 
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first floor of the Evolutions building. The Distrlct also owns several i'cottage)' type business commercial propeJties 
loca.ted near to the Hospital and will oversee management and leasing of these income producing ventures. 

In February, 2019, the District obtained financing to assist in the recovery of its basic financial operations and will 
further be responsible to develop and implement a bm1kruptcy plan. The District will be responsible for certain 
cap.ital improvements to the Hospital property, including completion of the partiaUy completed Patient Services 
Tower. Finally, the District will be responsible to oversee re-payment of the outstanding General Obligation bonds 
which will be financed from property taxes, and Revenues bonds repayments which will come from additional 
property taxes along with income from the rentals and operations of other non-hospital prope1ties. Funding for the 
completion of the Patient Services Tower will be addressed at a later date. 
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1111 East Herndon, Suite 211, Fresno, California 93720 
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Report of /11depe11de11t Auditors 

The Board of Directors 
Tulare Regional Medical Center 
Tulare, California 

Report on the Financial Statements 

We have audited the accompanying financial statements of Tulare Local Health Care District; (dba Tulare Regional 
Medical Center, e.g. the District) which comprise the statements of financial position as ofJllJle 30, 2018 and 2017, 
and the related statements of revenues, expenses and changes in net position; and cash flows for the years then ended, 
and the related notes to the financial statements . 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Om responsibility is to express an opinion on these fmaucial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to :financial audits contained in Government Auditing issued by the Comptroller General of the 
United States. Those standards require that we plan and perform the audits to obtain reasonable assurance about 
whether the financial statements are free from material misstatement. 
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An audit involves performing procedures to obtain audit evidence about the a111ounts and disclosures in the financial 
statements. The procednres selected depend on the auditor's judgement, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. ln making those risk assessments, 
the auditor considers internal control relevant to the District's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the District's internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of signJficant accounting estimates made by management, as well as evaluating the overall presentation of the 
fmru1cial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our audit opinion. 

Other Matters - Bankruptcy Uncertainties 

As more fully described in Note K, on September 30, 2017, the District filed a voluntary petition for relieftmder 
Chapter 9 of title 11 of the Un ited States Code (the Bankruptcy Code). The District has incurred negative cash flows 
from hospital operations and was unable to meet certain of its future obligations. These conditions raised substantial 
doubt about the District' s ability to continue hospitaJ operations in the future and as a result, hospital operations were 
closed. The District's actions in regard to these matters are more fully described in Note K. The financial statements 
do not include adj ustments to reflect the future effects on the recoverability and classification of assets or the amounts 
and classification of liabilities that resulted from the Distr.ict's closure of the hospital. 

Other Matters - Uncertainties Surrounding a District Attorney Investigation 

The Office of the District Attorney, County of Tulare, is in process of conducting an investigation into various 
matters regarding the District and its former 111rurngement team. As of the date of this repmt it is not possible to 
disclose what material outcome, if any, the results of this investigation might have on the financial position and 
presentation of the financial statements of ti.le District as of June 3 0, 2018 and 201 7. 

Other Matters - Uncertainties Regarding Property and Equipment 

As part of the transactions with Adventist Tulare, the District wi I I be sel Ung substantially all of its moveable 
equipment to Adventist HeaJth -Tulare sometime in the very near future. In preparation for this sale, a reconciliation 
of the equipment inventory is in process. This preliminary work has raised ce1tain issues regarding the District's 
equipment records. As a result, it is uncertain as to what financial impact the findings of this forthcoming inventory 
reconciliation will have upon the District's financial statements as of June 30, 2018 and 2017. 
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Other Matters - Uncertainties Involving Certain Liabilities 

The District has recorded various liabilities as of the date of the Bankruptcy September 30, 2017 and previous, along 
with those incul'red aftet September 30, 2017, both of which are reflected in the financial statements as of June 30, 
2018 and 2017. As a pait of the bankruptcy proceedings, District creditors have submitted their claims as to how 
much they believe to be owed by the District. These claims are in process of being analyzed and substantiated for 
the Bankruptcy Plan of Adjustment (the Plan), as well as other procedures to validate other claims by the District's 
creditors. As a result, it is too soon to detenniae the impact on the financial statements as of June 30, 2018 and 2017 
until these reconciling procedures can be completed. 

Other Matters - Uncertainties Related to Pending Litigation 

The District is CtuTently involved iJ1 several lawsuits related to hospital operations, contracts, agreements and other 
matters. As of the date of these financial statements, management believes that any potential future impact to the 
District, as a result of these actions, have been reflected in the District's financial statements, however, until the cases 
are settled, it isn't possible to determine the full impact these actions will have ou the financial statements as of Juue 
30, 2018 and 2017. 

Opinion 

In our opinion, except for the matters discussed above, the financial statements referred to above present fairly> in 
all material respects, the financial position of the District at June 30, 2018 and 2017, and the results of its operations 
and its cash flows for the years then ended, in conformity with accounting principles generally accepted in the United 
States of America. 

Supplementmy Information 

Management's discussion and analysis is not a required part of the financial statements but is supplementary 
information required by accounting principles generally accepted in the United States of America. We have applied 
limited procedures, which consisted principally of inquiries of management regarding the methods of measurement 
and presentation of the supplementary information. However, we did not audit the information and express no 
opinion on it. 

Fresno, California 
February 21, 2019 

6 



Statements of Financial Position 

TULARE REGIONAL MEDICAL CENTER 

Assets 
Current assets: 

Cash and cash equivalents 
Assets limited as to use available for current debt service 
Patient accounts receivable, net of allowances 
Estimated third party and other receivables 
Inventories 
Prepaid expenses and deposits 

Total current assets 
Assets limited as to use 
Capital assets, net of accumulated depreciation 

Total assets 
Defened outflows of resources 

Liabilities 
Current liabilities: 

Current maturities of debt borrowings 
Accounts payable and accrued expenses 
Accrued payroll and related liabilities 
Estimated third pruty and other liabilities 

Total current liabi lities 
Debt borrowings, net of current maturitios 

Total liabilities 
Net position 

Invested in capita.I assets, net of related debt 
Restricted, by bond indenture for debt service 
Unrestricted (deficit) 

Total net position 

See accompanying notes and auditor's report 
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June 30 
2018 2017 

$ 2,970,088 $ 2,087,760 
4,504,186 3,772,670 
l ,161,845 5,635,763 
4,117,520 1,852,042 

387,635 1,160,861 
568,828 

13,591,018 15,077,924 
7,449,346 7,521 ,748 

.156,059.564 161,997.074 
177,099,928 184,596;746 

315,823 433,274 
$177,415,751 

$ l ,979,000 $ 1,648,287 
45,965,195 32,211,909 

110,070 
34 319 

53,978,753 33,894,515 
25,J2Q,OOI 97,378,625 

149,298,754 131 ,273, 140 

58,760,563 62,970,J62 
11,953,532 10,614,359 

(42,597,028) (19,827,641) 
28,116,997 53,756,880 

$185.030.020 

Larry Brunn


Larry Brunn


Larry Brunn


Larry Brunn


Larry Brunn


Larry Brunn


Larry Brunn




Statements of Revenues, Expenses and Changes in Net Position 

TULARE REGIONAL MEDICAL CENTER 

Year Ended June 30 
2018 2Q1Z 

Operating revenues 
Net patient service revenue $ 12,158,299 $ 38,751,788 
Other operating revenue 2,09 l,433 2,504.372 

Total operating revenues 14,249,732 41,256,164 

Operating expenses 
Salaries and wages 1,532,445 
Employee benefits 376,663 
Professional fees 9,288,868 11 ,753Al7 
Supplies 3,019,596 8,834,964 
Purchased services 20,254,0J5 5 J ,407,901 
Repairs and maintenance 284,243 472,582 
Utilities and phone 1,259,004 1,560,939 
Building and equipment rent 501,662 637,746 
Insurance 1,046,816 1,270,0lO 
Depreciation and amortization 3,381,815 3,567,312 
Other operating expenses 1.513,907 2,588,775 

Total operating expenses 42.459.034 82.093.646 

Operating loss (28,209,302) (40,837,482) 

Nonoperating revenues (expenses) 
District tax. revenues 9,270,758 7,669,915 
Investment gains and (losses), net 80,127 122,769 
Interest expense (6,781,466) (6,863,174) 
Grants and contributions 1,292,285 

Total nonoperating net revenues 2,569.419 2,227A95 

Increase (decrease) in net position (25,639,883) (38,609,987) 

Net position at begi1rning of the year 53.756.880 

Net position at end of the year $ 28,116,997 $ 53.756,880 

See accompanying notes and audito,. 's report 
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Statements of Cash Flows 

TULARE REGIONAL ivfEDICAL CENTER 

Cash flows from operating activities: 
Cash received from patients and on behalf of patients 
Cash received from operations, other than patient services 
Cash payments to suppliers and contractors 
Cash payments to employees and benefit programs 

Net cash (used in) operating activities 

Cash flows from noncapital financing activities: 
District tax revenues 
Grants and contributions 

Net cash provided by noncapital financing activities 

Cash flows fl·om capital and relatecl financing activities: 
Net changes in capital and other changes 
District tax revenues for debt service 
Proceeds from debt borrowings 
Principal payments on debt borrowings 
Tnterest payments on debt borrowings 

Net cash (used in) capital financing activities 

Cash flows from investing activities: 
Net (purchase) or sale of investments 
Investment gains and (losses) 

Net cash provided by investing activities 
Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

See accompanying notes and auditor 's report 
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Year Ended June 30 
2018 2017 

$ 20,260,863 $ 57,952,072 
2,087,478 10,451,143 

(22,522,515) (70,856,381) 
(1,799,038) (2,756,903) 
(1,973,212) (5,210,069) 

1,889,588 l ,815,304 
1,297,985 

1,889,588 3,113,289 

2,673,146 (5,228,736) 
7,381 , l 70 5,854,611 

800,000 
(1,727,911) (2,) 53,525) 
(6,78!A22) (§,B6J,J 74) 
1,544,939 (7,590,824) 

(659, l l4) 248,176 
8Q. 127 122,769 

(518,987) 370,945 
882,328 (9,316,659) 

11.404,419 
2,970,088 $ 2,087,760 



Statements of Cash Flows (continued) 

TULARE REGlONAL MEDICAL CENTER 

Reconciliation of operating income to net cash provided 
by opel'ating activities: 

Operating loss 
Adjustments to reconcile operating income to 

net cash provided by operating activities: 
Depreciation and amortization 
Provision for uncollectible accouuts 
Changes in operating assets and liabilities: 

Patient accounts receivables 
Other receivables 
Inventories 
Prepaid expenses and deposits 
Accounts payable and accrued expenses 
Accrued payroll and .rel.ated liabilities 
Estimated third party payor settlements 

Net cash (used in) operating activities 

See accompanying notes and auditor's report 
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Year Ended June 30 
2018 2017 

$ (28,209,302) 

3,381 ,815 
3,952,670 

521,248 
(3,955) 

773,226 
119,084 

13,753,286 
L 10,070 

3.628,646 
i (1 .973.212) 

$ (40,837,482) 

3,567,312 
18,749)016 

(13,290,322) 
7,946,767 

45,731 
221,018 

7,403,204 
(2,756,903) 
13.741,590 

$ (5.2 LQ.069) 



Notes to Financi.al Statements 

TULARE REGIONAL MEDICAL CENTER 

June 30, 2018 

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 

Reporting E11tity: Tulare Local Health Care District (dba Tulare Regional Medical Center, e.g. the District) is a 
public entity organized under LocaJ Hospital District Law as set forth in the Health and Safety Code of the State of 
California. The District is a political subdivision of the State of California and is generally not subject to federal or 
state income taxes. The District is governed by a five-member Board of Directors, elected from within the District's 
geographical political divisions to specified terms of office. The District is located in Tulare, Cal ifornia and owns 
a general acute care hospital facility, a home health agency, several rural health care clinics and ol.bcr patient service 
programs. The District provides health care primarily to individuals who reside in the local geographic area. 

In January, 2014 the District retained the services of Health Care Conglomerates Associates (HCCA) to manage and 
operate the healthcare services of the District. This agreement was replaced in May, 2014 by a long-term agreement 
with HCCA which would have allowed HCCA to manage the healthcare services of the District for a l 54 year period. 
On November 9, 2014, all District employees transitioned to HCCA employment which were then leased to the 
District forthe healthcare operations. All contract1Jal agreements with HCCA were terminated by the District in2017. 

Basis of Preparation: The accounting policies and frnancial statements of the District generally conform with the 
recommendations of the audit and accounting guide, Health Care Organizations, published by the American Institute 
of Certified Public Accountants. The financial statements are presented in accordance with the pronouncements of 
the Governmental Accounting Standards Board (GASB). For purposes of presentation, transactions deemed by 
management to be ongoing, major or central to the provision of health care services are reported as operational 
revenues and expenses. 

The District uses enterprise fund accounting. Revenues and expenses are recognized on the accrual basis using the 
eco110111ic resources measurement focus. Based on GASB Statement Number 20, Accounting and Financial 
Reporting for Proprieta1y Funds and Other Governmental Entities That Use Proprietary Fund Accounting, as 
amended, the District has elected to app ly the provisions of al I relevant pronouncements as the Financia 1 Accounting 
Standards Board (FASB); including those issued after November 30, 1989, that do not conflict with or contradict 
GASB pronouncements. 

Mrmagemem's Discussion mu/ Analysis: Statement 34 requires that financial statements be accompanied by a 
narrative introduction and analytical overview of the District's financial activities in the form of "management's 
discussion and analysis" (MD&A). This analysis is similar to the analysis provided in the annual repo1is of 
organizations in the private sector. 

11 



Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIBS (continued) 

Use of Estimates: The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estjmates and assumptions that affect the 
repo1ted amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the repo1ted amount of revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 

Cash am/ Caslt Equivalents: The District considers cash and cash equivalents to include certain investments in 
highly liquid debt instruments, when present, with an original maturity ofa sho1t-terrn nature or subjectto withdrawal 
upon request. Exceptions are for those investments which are intended to be continuously invested. Investments in 
debt securities are reported at market value. lJlterest, dividends and both unrealized an.d realized gains and losses on 
investments are i_ncluded as investment income in nonoperating revenues when earned. 

Patient Accoums Receivable: Patient accounts receivable consist of amounts owed by various governmental 
agencies, insw·ance companjes and private patients. The District manages its receivables by regularly reviewing the 
accounts, inquiring with respective payors as to co llectibili ty and providing for allowances on their accounting 
records for estimated contractual adjustments and uncollectible accounts. Significant concentrations of patient 
accounts receivable are discussed further in the footnotes. 

lnvelllOries: Inventories are consistently reported from year to year at cost determined by average c-0sts and 
replacement values which are not in excess of market. The District does not maintain levels ofinventory values such 
as those under a first-in, first out or first out method. 

Assets Limited as to Use: Assets limited as to use include contributor restricted funds, amounts designated by the 
Board of Directors for replacement or purchases of capital assets, and other specific purposes, and amounts held by 
trustees under specified agreements. Assets I imited as to use consist primarily of deposits on hand with local banking 
and investment institutions, and bond trustees. 

Capital Assets: Capital assets consist of property and equipment and are reported on the basis of cost, or in the case 
of donated items, on the basis of fair market value at the elate of donation. Routine maintenance and repairs are 
charged to expense as incurred. Expenditures which increase values, change capacities, or extend useful lives are 
capitalized. Depreciation of property and equipment and amortization of property w1der capital leases are computed 
by the method for both financial reporting and cost reimbursement purposes over the estimated useful 
lives of the assets, which range from l 0 to 40 years for buildings and improvements, and 3 to 10 years for equipment. 
The District periodically reviews its capital assets for value impairment. As of June 30, 2018 and 2017, it is 
undete1mi11ed if any capital assets have been significantly impaired. (See Note K). 
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Notes to Financial Statements (continued) 

TULARE REGIONAL ME.DlCAL CENTER 

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued) 

Deferrer/ Outflows of Resources: Deferred outflows ofresources include deferred financing cost of the issuance of 
bonds. Amortization of these issuance costs is computed by the straight-line method over the life of the repayment 
agreements. For current and advance refundings which result in defeasance of debt, the difference between the 
reacquisition price and the net carrying amount of the old debt, together with any unamortized deferred financing 
costs, is deferred and a:m.ortized over the remaining life of the old debt or the life of the new debt, whichever is 
shorter, in accordance with GASB 23. Amortization expense was $117,451 and $151,906 for the years ended June 
30, 2018 and 2017, respectively. 

Risk Management: The District is exposed to various risks of loss from to11s; theft of, damage to, and destruction 
of assets; business interruption; errors and omissions; employee injuries and illnesses; natural disasters; and medical 
malpractice. Commercial insurance coverage is purchased for c laims arising from such matters. 

Net Position: Net positions are presented in three categories. The first category is net position "invested in capital 
assets, net ofrelated debt" . This category of net position consists ofcapital assets (both restricted and unrestricted), 
net of accumulated depreciation and reduced by the outstanding principal balances of any debt borrowings that were 
attributable to the acquisition, construction, or improvement of those capital assets. 

The second category is "restricted" net position. Thjs category consists of externally designated constraints placed 
on those assets by creditors (such as through debt covenants), grantors, contributors, law or regulations of other 
govenunents or government agencies, or law or constitutional provisions or enabling legislation. 

The third category is " unrestricted" net pos ition. This category consists ofnet position that do not meet the definition 
or criteria of the previous two categories 

Net Patient Service Re11e1tues: Net patient servi.ce revenues are reported in the peri od at the estimated net realized 
amounts from patients, third-party payors and others including estimated retToactive adjustments under 
reimbursement agreements with third-party programs. Normal estimation differences between final reimbursement 
and amounts accnted in previous years are reported as adj ustments of current year's net patient service revenues. 

Cltarity Care: The District accepts all patients regardless of the ir ability to pay. A patient is classified as a charity 
patient by reference to certajn established policies of the Distrjct. Essentially, these policies define charity services 
as those services for which no payment is anticipated. Because the District does not pursue collection of amounts 
determined to qualify as charity care, they are not reported as net patient service revenues. Services provided are 
recorded as gross patient service revenues and then written off entirely as an adjustment to net patient service 
revenues. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL "MEDlCAL CENTER 

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued) 

District Tax Revenues: The District receives financial support from property taxes. These funds are used to support 
operations and meet required debt service agreements. They are classified as non-operating revenue as the revenue 
is not directly linked to patient care. Property taxes are levied by the County on the District's behalf during the year, 
and are intended to help finance the District's activities during the same year. Amounts are levied on the basis of 
the most current property values on record with the C0tmty. The County has established certain dates to levy, lien, 
mail bills, and receive payments from property owners during the year. Property taxes are considered delinquent on 
the day following each payment due date. 

Grants mu/ Contributions: From time to time, the District receives grants from various governmental agencies and 
private organizations. The District also receives contributions from related foundation and auxiliary organizations, 
as well as from individuals and other private organizations. Revenues from grants and contributions are recognized 
when all eligibility requirements, including time requirements are met. Grants and contributions may be restricted 
for either specific operating purposes or capital acquisitions. These amounts, when recognized upon meeting all 
requirements, are reported as components of the statement ofrevenues, expenses and changes in net position. 

Operating Revenues and Expenses: The District's statement of revenues, expenses and changes in net position 
distinguishes between operating and nonoperating revenues and expenses. Operating revenues result from exchange 
transactions associated with providing health care services, which is the District' s principal activity. Operating 
expenses are all expenses incurred to provide health care services, other than financing costs. Nonopcrating revenues 
and expenses are those transactions not considered directly linked to providing health care services. 

Reclassijleatio11s; Certain financial statement amounts as presented in the prior year financial statements have been 
reclassified in these, the current year financial statements, in order to conform to the current year financial statement 
presentation. 

NOTE B - COMPONENT UNITS 

The Tulare Hospital Foundation (the Foundation), has been establjshed as a nonprofit public benefit corporation 
under the Internal Revenue Code Section 501( c)(3) to solicit contributions on behalf of the District. Substantially 
all funds raised except for funds required for operation of the Foundati.on, are distributed to the District or held for 
the benefit of the District. The Foundation's funds, which represent the Foundation's wll'estricted 1·esources, are 
distributed to the District in an10unts and in period determined by the Foundation's Board of Trustees, who may also 
restrict the use of funds for District property and equipment replacement or expansion or other specific purposes. 
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Notes lo Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE B - COMPONENT UNITS (continued) 

Tile Foundation, as specified i.n their 111-issjon statement, contributes annually, both in service and in funding, towards 
the healthcare of the residents of the Tulare healthcare service area, including the District. 

The Tulare District Hospital Auxiliary (the Auxiliary) is a similar non-profit organization established to help solicit 
contributions for the Dishict and also donates funds towards the healthcare effort of the Tulare area, including the 
District. 

Bolh of these entities are considered component units of the District. Management believes that any financial impact 
these t\¥0 entities would have upon the District's financial results would not be material and has therefore chosen 
not to include them in the financial statements of the District. 

NOTE C - CASH AND CASH EQUIVALENTS 

As of June 3 0, 20 l 8 and 20 J 7, the District had deposits invested in various financial i nstin1tjons in the form of 
operating cash and cash equivalents amounted to $2,967,488 and $2,766,068. All of these fonds were held in 
deposits, which are collateraJized in accordance with the California Government Code (CGC), except for $250,000 
per account that is federally insured. 

Under the provisions of the CGC. Ca lifornia banks and savings and loan associations are required to secure the 
Dish·ict's deposits by pledging government securities as collateral. The market value of pledged securities must equal 
at least 110% of the District's deposits. California law also allows financial institutions to secure District deposits 
by pledging first trust deed mo1tgage notes having a value of 150% of the District's total deposits. The pledged 
securities are held by the pledging financial institution's trust department in the name of the District. 

Tnvestments consist of U.S. Government securities and state and local agency funds invested .in U. S. Government 
securities and are stated at quoted market values. Changes in market value between yea1·s are reflected as a 
component of investment income in the accompanying statement of revenues, expenses and changes in net assets. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTED -NET PATIENT SERVICE REVENUES 

The Dish·ict has agreements with third-party payors tbat provide for payments to the District at amounts different 
from its established rates. A summary of the payment arrangements with major third-party pa,yors follows: 

Medicare: Payments for inpatient acute care services rendered to Medicare program beneficiaries are based on 
prospectively determined rates, which vary accordingly to the patient diagnostic classification system. Outpatient 
services are generally paid under an outpatient classification system subject to certain limitations. The District 
is subject to cost reimblU'sement methodologies for the rural health clinics. Other reimbursement matters are also 
subject to final settlement detennined after submission of annual cost reports and audits thereof by the Medicare 
fiscal i.ntem1ediruy. At June 30, 2018, cost reports through June 30, 2016 have been final settled. 

Medi-Cal: Payments for inpatient services rendered to Medi-Cal patients are made based on reasonable costs 
through December 31, 2013. Effective January 1, 2014, the State of California's Medi-Cal program changed 
inpatient reimbursement to Diagnosis-Related Groups (DRG), similar to the Medicare inpatient payment 
methodology. Outpatient payments continue to be paid on pre-determined charge screens. Medi-Cal managed 
care services are paid on a pre-determined rate and are not subject to cost reimbursement. At J1ine 30, 2018, cost 
reports through Jw1e 30, 20 16, have been fmal settled 

Other: Payments for services rendered to other than Medicare and Med i-Cal patients are based on established 
rates or on agreements with certain commercial insurance companies, health maintenance organizations and 
preferred provider organizations which provide for various discounts from established rates. 

Net patient service revenues summarized by payor are as follows: 

Daily hospital services 
Inpatient ancillary services 
Outpatient services 

Gross patient service revenues 
Less deductions from revenue 

Net patient service revenues 

2018 

$ 7,934,934 
33,159,967 
J 9.868.3J 9 
60,963,220 

(48,804,921) 
$ 12,15 8,299 

2017 

$ 36,765,249 
126,282,648 
92.442.929 

255,490,826 
(216.739,038) 
$ 38,751..788 

Medicare and Medi-Cal revenue accounts for approximately 70% of the District's gross patient revenues. Laws and 
regulations governing the Medicare and Medi-Cal programs are extremely complex aud subject to interpretation. 
As a result, there is at least a reasonable possibility that recorded estimates may change by material amounts in the 
near term as final settlements are determined. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE E - PATillNT ACCOUNTS RECEIVAllLE AND CONCENTRATION OF CREDIT RISK 

The District grants credit without collateral to its patients and third-party payors. Patient accounts receivable from 
government agencies represent the only concentrated group of credit risk for the District and tnanagement does not 
believe that there are any credit risks associated with these governmental agencies. Contracted and other patient 
accounts receivable consist of various payors including individuals involved in diverse activities, subject to differing 
economic conditions and do not represent any concentrated credjt risks to the District. Concentration of patient 
accounts receivable at June 30, 2018 and 2017 were as follows: 

Medicare and Medicare advantage 
Medi-Cal and Medi-Cal managed care 
Other lhir<l party payors 
Self pay and other 

Gross patient accounts receivable 
Less allowances for deductions from revenue 

Net patient accounts receivable 

NOTE F - ASSETS LTh:IITED AS TO USE 

20 18 
$ 4,583, 138 

9, 130,855 
3,782,300 
6,225,975 

23,722,268 
(22,560.423) 

Assets limited as to use as of June 30, 2018 and 2017 were comprised of the following: 

Cash and cash equivalents held by the County of Tulare tmder general 
obligation bond agreements for specific requirements 

Cash and cash equivalents held in trust by a financia l institution under 
revenue bond agreements for specific requirements 

Less restricted trust funds available for current debt service 

17 

2018 

$ 10,481 ,3 13 

1,472.219 
11 ,953,532 
( 4.504. 186) 

$ 7,449,346 

2017 
$ 11 ,940,732 

23,789,179 
9,854,259 

16,220.917 
61,805,087 

(56.169.324) 
$ 5,635,763 

2017 

2,3 85,367 
11,294,418 
(3.772.670) 

$ 7.521.748 



Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE G - CAPITAL ASSETS 

Capital assets as ofJune 30, 2018 and 201 7 were comprised of the following: 

Balance at Additions & Reclasses & Balance at 
June JQ, 2Ql 7 Deletions Retirements June JQ, 2018 

Land and land improvements $ 3,301 ,871 $ 3,301,871 
Buildings and improvements 46,242,080 46,242,080 
Equipment 40,759,576 40,759,576 

138,042,717 (2,690.823) 135,351,894 
Totals at historical cost 228,346,244 (2,690,823) 225,655,421 

Less accumulated depreciation for: 
Land and land improvements (929,691) (30,963) (960,654) 
Buildings and improvements (32,357,425) (1,762,236) (34,119,661) 
Equipment (33,062,Q54) (1,453 ,488) (34,51 

Total accumulated depreciation (66,349, 170) (312461681) (69,595.857) 
Capital assets, uet ;22z,oz4 $ (5,937.510) $ 156.052,524 

Balance at Additions & Reclasses & Balance at 
June 30. 2016 Deletions Retirements June 30, 2017 

Land and land improvements $ 3,30 J ,871 $ 3,301,871 
Buildings and improvements 45,456,675 $ 785,405 46,242,080 
Equipment 35,893,908 4,865,668 40,759,576 

138, 188,220 (146,203) 138,046.111 
Totals at historical cost 222,841,374 5,504,870 228,346,244 

Less accumulated depreciation for: 
Land and land improvements (893,568) (36,123) (929,691) 
Buildings and improvements (30,642,912) (1 ,714,513) (32,357,425) 
Equipment (31.385,631) (1.676A23) (33 ,062,054) 

Total accumulated depreciation (62,922,111) (3,427 .059) ( 66.349, 170) 
Capital assets, net $159.919,263 $ 243,373 $ $161,2.2Z,0Z4 
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Notes to Financial Statements (continued) 

TULARE REGIONAL l\tfEDICAL CENTER 

NOTEH-DEBTBORROWINGS 

As ofJune 30, 2018 and 2017, debt borrowings were as follows: 

General obligation bonds, election of 2005, series A (2007); interest at 
4.00% to 4.65% due semiannually; principal due in annual amounts 
ranging from$ L25,000 on August l, 201 8 to $2,000,000 due on August 
l, 2037; collateralized by tax revenues: 

Series 2007 reftmding revenue bonds; interest at 3.75% to 5.20% due 
semiannually; principal due in annual amounts ranging from $1,185,000 
due on November 1, 2018 to $1,210,000 due on November 1, 2032; 
col!ateralized by District revenues: 

General obligation bonds, election of 2005, series B (2009); interest at 
6.45% to 8.00% due semiannually; principal due in annual amounts 
ranging from $575,000 on August 1, 2018 to $7,240,000 due on August 
1, 2039; collateralized by tax revenues: 

Other various debt borrowings 

Less current maturities of debt borrowings 

2018 

$ 14,655,000 

13,650,000 

68,900,000 

94,001 
97,299,001 
( 1,979 ,000) 

$ 95.320,001 

2017 

$ 14,760,000 

13,650,000 

69,350,000 

],266,912 
99,026,912 
( l,648,287) 

$ 97.378,625 

Future principal maturities for debt borrowings for the next succeeding years are: $1,979,000 in 2019; $1,500,000 
in 2020; $1,700,000 in 2021; $1,920,000 in 2022 and $2,135,000 in 2023. 

The Series 2007 refunding revenue bonds require that the District maintain a long-term debt service coverage ratio 
of not less than 1.25 times. For the :fiscal year ended June 30, 2018 and 20 J 7, the District did not comply with this 
requirement. At this time, it is too soon to tell what consequences this non-compliance may have on the operations 
and debt structure of the District. 

The interest payments for the general obligation bonds issued in 2009 are subsidized over the life of the issue by a 
U. S. Government stimulus fonds by approximately 32%, leaving the tax revenues to cover approximately 68%. The 
prior management of the District received payment from the U.S. Government towards this program and used the 
funds for operations of the hospital instead of subsidizing payments for the general obligatioil bonds. At th.is time, 
it is unknown what co11sequences this action of the prior management may have on the District. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDfCAL CENTER 

NOTE I - COMMITMENTS AND CONTINGENCIES 

Health Insura1tce Portability and Accountability Act: The Health Insurance Portability and Accountability Act 
(HIPAA) was enacted August 21 , 1996, to ensure health insurance portability, reduce health care fraud and abuse, 
guarantee security and privacy of health information, and enforce standards for health infonnation. Organizations 
are subject to significant fines and penalties if found not to be compliant with the pl'Ovisions outlined in the 
regulations. Management believes the District is in compliance with HIP AA as ofJune 30, 2018 and 2017. 

Health Care Reform: The health care industry is subject to munerous laws and regulations offederal, state and local 
governments. These laws and regulations include, but are not necessarily limited to, matters such as licensure, 
accreditation, govermnent health care program participation requirements, reimbursement for patient services, and 
Medicare and Medi-Cal fraud and abuse. Government activity has increased with respect to investigations and 
allegations concerning possible violations of fraud and abuse statues and regulations by health ca.re providers. 
Violations of these Jaws and regulations could result in expulsion from government health care programs together 
with the imposition of significant fines and penalties, as well as significant repayments for patient services previously 
billed. Management believes that the District i.s in compliance with fraud and abuse as well as other applicable 
government laws and regula6ons. While 110 material regulatory inquiries have been made, compliance with such laws 
and regulations can be subject to fuh1re government review and interpretation as well as regulatory actions unknown 
or uuasserted at this time. 

Construction Delays: Several years ago the District began construction on the "Tower Project" which was funded 
through bond measures. Funding from the bond measures has since been exhausted and the project remains 
uncompleted. The District plans to seek additional funding in the future i.n order to complete the project. As of the 
date of these financial statements, it is unknown as to when that funding will be secm·ed and constrnction will 
continue towards completion. As a result of the delays in construction, no .iJ1terest has been capitalized into the 
project during the fiscal years ended June 30, 2018 and 201 7. Capitalization ofinterest will resume once construction 
011 the project begins again. 

Litigation: The District is involved in various types of litigation matters wl1ich generally arise in the normal course 
of doing business and in cases such as this involving banlcruptcy. Litigation is further described in Note K -
"Uncertainties''. After consultation with legal counsel, management is unable to determine the financial impact to 
the District at this time and resolution may have a material adverse effect on the District' s future financial position 
and results from operations or cash flows. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE J - FAfil VALUE OF ASSETS AND LIABILITIES 

The District adopted Statement of Financial Accounting standards No. 157, Fait Value Measurements (FAS 157). 
FAS 157 fair value establishes a framework for rneasw-ing fair value and expands disclosures about fair value 
measurements. FAS defines fa ir value as the price that would be received to sell ao asset in an orderly transaction 
between market participants at the measurement date. FAS 157 establishes a fair value hierarchy which requires an 
entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair 
value. The standard describes three levels of inputs that may be used to measure fair valt1e: 

Level 1: Quoted prices in active markets for identical assets or liabilities; 

Level 2: Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted 
prices in markets tllat are not active; or other iuputs that are observable or can be corroborated by observable 
market data for substantially the full term of the assets or liabi lities; 

Level 3: Unobservable inputs for the assets or liabilities that are supported by I ittle or no market activity and that 
a.re significant to the fair value of the underlying assets or liabilities. 

The following is a description of the valuation methodologies used for assets measured at fair value on a recurring 
basis and recognized in the District's statements of frnancial position, as well as the classification pursuant to the 
valuation hierarchy. 

Financial ln.5tr11111euts: Where quoted market prices are available in an active market, investments aJ'e classified 
within Level 1 of the valuation hierarchy. Level I instruments incl ude a variety of fi nancial instruments as listed 
below. There are no Level 2 or Level 3 types within the balance sheet of the District. The following table summarizes 
the financial instruments measured atfoir value on a recurriug basis in accordance with FAS 157 as of June 30, 2018: 

Short term investments 
U.S. Government securities 

Totals of fi nancial instruments 

fair Value 
$ 2,957,038 

1.406,007 
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Quoted Prices 
in Active 

Markets for 
Identical Assets 

(Level 1) 

$ 2,957,038 
1 )4061Q07 

$ 4,363,045 

Significant Significant 
Other Other 

Observable Unobservable 
Inputs Inputs 

(Level 2) (Level 3) 



Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE J - FAIR VALUE OF ASSETS AND LIABILITIES (continued) 

The following table summarizes the financial instruments measured at fair value on a recurring basis in accordance 
with FAS 157 as of June 30, 2017: 

Corporate securities 
U.S. Government securities 

Totals of financial instruments 

NOTE K- UNCERTAINTms 

Fair Value 
$ 2,287,536 

1,411,728 
$ 3,699.264 

Quoted Prices 
in Active 

Markets for 
Identical Assets 

(Level 1) 
$ 2,287,536 

1,411,728 
$ J.229.224 

Significant Significant 
Other Other 

Observable Unobservable 
Inputs Inputs 

(Level 2) (Level 3) 

Bankrnptcy: On September 30, 2017 the District filed a Chapter 9 proceeding and, as of the date of these financial 
statements, that proceeding is pending in the United States Bankruptcy Comt for the Eastern District of California. 
Subsequent to year end, the District was successful in working out a long term arrangement with Adventist Health 
whereby healthcare services were re-sta1ted and the hospital was re-opened in October, 2018. Adventist Health has 
applied for its own acute hospital license and when this is issued Adventist Health will fonnaJly become the Jessee 
of the District's hospital faci.l ity. The change in ownership is expected to occur in the early part of 2019. 

As to the Chapter 9 proceedings; the District has obtained a claims bar date and has done a great deal of the 
preliminary work needed to be done to propose a Disclosure Statement and Plan. It is expected that the Disclosure 
Statement and Plan will be circulated for review and comment toward the end of the first quarter of 2019 and that 
the finalized versions wilJ be filed during the second quarter of2019. It is anticipated that the Chapter 9 Plan would 
then be confirmed by the· Court late in the second quarter or during the early part of the third quarter of 20 I 9. The 
financial statements do not include adjustments to reflect future effects on the recoverability and classification of 
assets or the amounts and classification of liabilities that resulted from the District' s hospital closure. 

District A ttomey Juvestigatiou: The Office of the District Attorney, County of Tulare, is in process of conducting 
an investigation into various matters regarding the District and its former management team. As of the date of this 
repo1t it is not possible to disclose what material outcome, if any, the results of this investigation might have on the 
financial position and presentation of the financial statements of the District as of June 30, 2018 and 2017. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE K- UNCERTAINTIES (continued) 

Property am/ Equipment: As part of the transactions with Adventist Health -Tulare, the District will be selling 
substantially aJl of its moveable equipment to Adventist Health - Tulare sometime in the very near future. In 
preparation for this sale, a reconciliatjou of the equipment inventory is in process. This preliminary work has raised 
certain issues regarding the District's equipment records. As a result, it is uncertain as to what financial impact the 
findings of this f01thcoming inventory reconciliation will have upon the District' s financial statements as of June 30, 
2018 and 2017. It is anticipated that the sale of these assets to Adventist Health -Tulare is planned to take pl.ace in 
the Spring of 2019. 

Liabilities: The District has recorded va.ri.ous liabilities as of the date of the Bankruptcy September 30, 2017 and 
previous, along with those incurred after September 30, 2017, both of which a.re reflected in the financial statements 
as of Jtme 30, 2018 and 201 7. As a part of the bankruptcy proceedings, Distlict creditors have submitted their claims 
as to how much they believe to be owed by the District. These claims are in process of being analyzed and 
substantiated for the Ban!G-uptcy Plan of Adjustment (the Plan), as well as other procedures to validate other claims 
by the District's creditors. As a result, it is too soon to determine the impact on the financial statements as of June 
30, 2018 and 2017 until these reconciling procedures can be completed. It has not been determined how much 
funding wiH be available to pay towards those claims. Management believes, however, that the District's estimates, 
in these financial statements, of what is owed to creditors as of June 30, 2018 are fairly consjstent with the amount 
of claims that have been filed by those creditors. 

Pending Litigation: The District is currently involved in several lawsuits related to hospital operations, contracts, 
agreements and other matters. As of the date of these financial statements, management believes that any potential 
future impact to the District, as a result of these actions, have been reflected in the District's financial statements, 
however, until the cases are settled, it isn,t possible to determil1e what impact these actions will have on the financial 
statements as ofJune 30, 2018 a:nd 2017. 

Some of these cases were subsequently settled after June 30, 2018. In November, 2018, the District's Board of 
Directors entered into a settlement agreement HCCA as more fully described in Note L. This settlement removed 
and satjsfied all claims 111ade by and between the District and HCCA The D.istrict also entered into other various 
settlements subsequent to year end as described in Note L. Management feels that the financial statements as of June 
30, 2018 and 2017 have fairly accounted for the financial impact of these settlements, as well as others. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE L - SlJBSEQUENT EVENTS 

At the June 27, 2018 District board meeting, the District's Board of Directors heard presentations from two healthcare 
systems interested in entering into a long-term relationship with the District with the goal that the chosen applicant 
would operate and eventually lense the District's hospital facilities. The District's Board selected Adventist Health 
System West (Adventist) as its partner to accomplish these goals. Starting in July, 2018, the Adventist team 
commenced working with the District's Board, the District's interim management consultants - Wipfli LLP 
Consultants, the District's general legal counsel, the Districf s bankruptcy counsel, District staff, and community 
members living in the District in order to re-open the hospital and once again begin health care services for the 
community. 

At a special District board meeting held on August 1, 2018, the Board of Directors unanimously adopted the 
following transactions through Board resolutions: 

Lease Agl'eement lease agreement between the District and Adventist whereby an Adventist affiliate would lease 
the real property commonly known as the Tulare Regional Medical Center (.Hospital), and other properties operated 
under the license associated with the Hospital, and operate the Hospital as a general acute care healthcare facility for 
a period of five years with a "Guarantee and Memorandum of Lease". These agreements were subsequently signed 
on February 12, 2019. 

Asset Purchase Agreemellt - An "Agreement for the Purchase and Sale of Assets" by and among the District and 
the Adventist affiliate whereby the District would sell and the Adventist affiliate would purchase assets associated 
with and affixed l:o the Hospital, and other properties operated under the Hospital license. 

Credit Agreement - A "Debtor-in-Possession Credit Agreement" by and between the District and an Adventist 
affiliate whereby the DJstrict would borrow and Adventist would lend up to $10 million for the District to use to re-
open the Hospital by October 28, 2018. 

Security Agreement - A "Security Agreement and Chattel Mortgage" by and between the Distt:ict and an Adventist 
affiliate whereby the District would pledge collateral in the form of title to the assets which are subject to the 
Agreement for the Purchase and Sa.le of Assets between the District and the Adventist which are recorded on the 
records of the District. 

Rellt Assig11me1tts A "Short Form Dee<l of Trust and Assignment of Rents,, by and between the District and an 
Adventist Health affiliate whereby the District would provide Adventist witb a secured interest ill specified real 
property and assign the rents of such property to Adventist. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDICAL CENTER 

NOTE L - SUBSEQUENT EVENTS (continued) 

Management Agreement - An •crnterim Management Services Agreement" by and between the District and an 
Adventist affiliate whereby Adventist would provide the District management services related to the HospHal from 
the date that the District reinstates the Hospital license to operate through the aforementioned lease and other related 
agreements. 

Other significant events which occurred subsequent to year end are as follows: 

Hospital Re-opening - The Hospital's license was reinstated in early October, 2018, and the Hospital was re-opened 
for healthcare services effective October 15, 2018. Adventist then assumed operational management, along with the 
financial risk, of the operations of the Hospital at that time, and will continue to do so until a long-term lease 
agreement is executed. 

Long-Term Lease - On November 6, 2018, District voters approved, by almost an 89% margin, for the District to 
enter il1to a Jong-term lease agreement with Adventist. Terms of the lease are for 5.5 years, with renewal options 
available to Adventist that could eventually extend to an overall combined term of 30 years. 

Change of Ownership - Adventist will be filing an application for a ''Change of Operational Ownership (CHOW) 
with the CalifomiaDepartment of Public Health (CDPH) in either February, 2019, or early March, 2019 to change 
the business ownership to a new corporation - Adventist Health a Tulare. It is anticipated that this CHOW will be 
approved by the CDPH in the early Spring of2019, at which tjme Adventist will assume full operational confrol and 
responsibility of the Hospital's activities, and that the Di.strict will serve as the landlord of the Hospital properties. 
The District will continue to operate various non-Hospital related operations. 

Settlements - In November, 2018, the District's Board ofDirectors entered into a settlement agreement and general 
release of claims with Healthcare Conglomerate Associates LLC, Medflow PC, Tulare Asset Management LLC, Vi 
Healthcare Finance, foe . and Yorai 1'Beuny" Benzeevi, M.D. (collectively HCCA). This settlement removed and 
satisfied all claims made by and between the District and HCCA. The District also entered into other various 
settlements subsequent to year end with the Celtic Leasing Corporation, Dr. Kumar, the TRMC Medical Executive 
Conunittee, Maxim and Specialty Lab, along with several taxpayer lawsuits. These settlements were necessary in 
order for the District to move forward with its future operational activities. Management feels that these financial 
statements have recorded sufficient amounts whlch will fairly account for these settlements. 
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Notes to Financial Statements (continued) 

TULARE REGIONAL MEDlCAL CENTER 

NOTE L - SUBSEQUENT EVENTS (continued) 

legislative Audit - On October 9, 2018, the California State Auditor Office (Auditor) issued its findings of an audit 
conducted by theiJ' office over previous months, in which the Auditor reviewed the activities of the District and its 
oversight of the Hospital and of HCCA. The findings and recommendations of this report are included in a publicly 
available report on the Auditor's website. The results of the audit did not financ ially affect the financial statements 
of the District as of June 30, 2018. 

Future F1111dillg - Future funding of the operations of the District requires the District to seek additional financing 
from outside lenders in order to facilitate payments of administrative claims incurred related to the management of 
the District, the bankruptcy proceedings, to make certain settlement payments entered into by the District, and to 
provide operating capital for the ongoing operations of the District as wel I as completion of certain projects. In early 
February, 2019, the District obtained a $9 1uillion line of credit from the City of Tulare for some of these 
aforementioned purposes. 

Management evaluated the effects of other subsequent events on the financial statements through February 21, 20 I 9, 
the date the financial statements are issued, and determined that there are no other material subsequent events that 
have not been disclosed. 
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