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;']-' Cherry Bekaert™

LIEAS & AAVISOT

Report of Independent Auditor

The Board of Trustees
Hampton Regional Medical Center
Varnville, South Carolina

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Hampton Regional Medical Center and
Subsidiary (the “Hospital”) (a nonprofit organization), which comprise the consolidated balance sheets as of
September 30, 2017 and 2016, and the related consolidated statements of operations and changes in net deficit
and cash flows for the years then ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principles 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 misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’'s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Hampton Regional Medical Center and Subsidiary as of September 30, 2017 and 2016, and
the changes in its net deficit and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.



Other Matters

Other Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying information on pages 22 through 25 is presented for purposes of additional analysis
and is not a required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to
prepare the consolidated financial statements. The information has been subjected to the auditing procedures
applied in the audit of the consolidated financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or to the consolidated financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is fairly stated, in all material respects, in relation to the consolidated financial
statements as a whole.

067\0’%«4 LLP

Augusta, Georgia
January 16, 2018



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

SEPTEMBER 30, 2017 AND 2016

ASSETS
Current Assets:

Cash and cash equivalents

Patient accounts receivable (net of allowance for doubtful accounts
of approximately $1,871,000 in 2017 and $2,040,000 in 2016)

Certificates of deposit

Other receivables

Inventories

Prepaid expenses
Total Current Assets
Property and equipment, net

Investments

Assets limited as to use
Total Assets

LIABILITIES AND NET DEFICIT
Current Liabilities:
Accounts payable
Accrued payroll and payroll withholdings
Accrued paid time off
Accrued interest payable
Current portion of long-term debt
Current portion of capital lease obligations
Estimated third party payor settlements

Total Current Liabilities

Capital lease obligations, net of current portion
Long-term debt, net of current portion and debt issuance costs
Deferred compensation liability

Total Liabilities

Net Deficit:
Unrestricted

Permanently restricted
Total Net Deficit
Total Liabilities and Net Deficit

2017 2016
$ 3245063 $ 5,311,638
3,877,524 3,601,091
517,607 507,469
14,951 461
396,871 354,911
262,090 267,391
8,314,106 10,042,961
21,548,529 23,162,091
1,002,500 -
4,310,802 3,424,426

$ 35175937 $ 36,629,478
$ 1276912 $ 1,077,816
369,497 435,049
563,663 489,727
728,571 743,303
1,075,654 1,145,571
165,793 129,310
11,219 -
4,191,309 4,020,776
91,664 182,874
34,508,455 35,522,637
141,047 -
38,932,475 39,726,287
(3,766,776) (3,107,047)
10,238 10,238
(3,756,538) (3,096,809)

$ 35175937 $ 36,629,478

The accompanying notes to the consolidated financial statements are an integral part of these statements. 3



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET DEFICIT

YEARS ENDED SEPTEMBER 30, 2017 AND 2016

Unrestricted Revenues, Gains, and Other Support:
Net patient service revenue before provision for bad debts
Provision for bad debts

Net patient service revenue less provision for bad debts
Other operating revenue
Loss on disposal of fixed assets, net

Total Revenues, Gains, and Other Support

Expenses:
Professional care of patients
Dietary and cafeteria
General services
Administrative services
Depreciation and amortization of bond issue costs
Employee benefits
Interest

Total Expenses
Operating income (loss)

Other Income:
Interest income
Unrestricted nonoperating income

Total Other Income
Excess of revenues, gains, and other support over (under) expenses

Change in unrestricted net deficit
Net deficit at beginning of year

Net deficit at end of year

2017 2016
$ 26,879,767 $ 28,195375
(4,564,975) (4,380,034)
22,314,792 23,815,341
1,020,910 1,042,807
(5,801) (7,400)
23,329,901 24,850,748
12,545,838 12,310,786
399,510 376,257
709,385 670,441
4,597,249 4,770,572
1,838,954 1,992,082
2,172,128 1,970,384
1,910,379 1,945,029
24,173,443 24,035,551
(843,542) 815,197
70,977 15,900
112,836 102,651
183,813 118,551
(659,729) 933,748
(659,729) 933,748
(3,096,809) (4,030,557)

$ (3,756,538) $ (3,096,809)

The accompanying notes to the consolidated financial statements are an integral part of these statements. 4



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED SEPTEMBER 30, 2017 AND 2016

2017 2016

Cash flows from operating activities:
Change in net deficit $ (659,729) $ 933,748
Adjustments to reconcile change in net deficit to
net cash from operating activities:

Depreciation and amortization of bond issue costs 1,838,954 1,992,082
Provision for bad debts 4,564,975 4,380,034
Amortization of bond discount included in interest expense 41,145 18,109
Loss on disposal of property and equipment 5,801 7,400
Interest income, reinvested (25,138) (7,469)
Deferred compensation expense 141,047 -
Changes in net operating assets and liabilities:
Patient receivables (4,841,408) (4,605,970)
Other receivables (14,490) (212)
Inventories (41,960) (49,081)
Prepaid expenses 5,301 23,072
Estimated third party settlements 11,219 (164,613)
Accounts payable 199,096 104,467
Accrued expenses (6,348) 3,956
Net cash from operating activities 1,218,465 2,635,523
Cash flows from investing activities:
Purchases of property and equipment (123,328) (211,786)
Purchase of certificate of deposit - (500,000)
Purchase of investments (987,500) -
Net cash from investing activities (1,110,828) (711,786)
Cash flows from financing activities:
Transfers (to) from escrow accounts (886,376) 829,217
Payments on capital leases (144,227) (84,208)
Repayments of long-term debt (1,143,609) (1,278,179)
Net cash from financing activities (2,174,212) (533,170)
Increase (decrease) in cash and cash equivalents (2,066,575) 1,390,567
Cash and cash equivalents at beginning of year 5,311,638 3,921,071
Cash and cash equivalents at end of year $ 3,245,063 $ 5,311,638

Supplemental disclosure of cash flow information:
Cash paid for interest for the years ended September 30, 2017 and 2016 was $1,925,111 and
$1,959,408, respectively.

Supplemental schedule of noncash financing activities:
During the years ended September 30, 2017 and 2016, the Hospital financed purchases of fixed
assets, including vehicles, buildings, and software through notes payable and capital leases payable
totaling $114,000 and $326,002, respectively.

The accompanying notes to the consolidated financial statements are an integral part of these statements. 5



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 1—Nature of operations and summary of significant accounting policies

Nature of Operations and Reporting Entity - Hampton Regional Medical Center is a not-for-profit corporation
organized under the laws of South Carolina. Hampton Regional Medical Center operates an acute care facility
in Varnville, South Carolina. The consolidated financial statements of Hampton Regional Medical Center and
Subsidiary (the “Hospital”) include the accounts of Hampton Regional Medical Center and Coastal Plains
Physician Associates, an entity for which Hampton Regional Medical Center is the sole corporate member and
has a controlling financial interest. Coastal Plains Physicians Associates is a not-for-profit corporation organized
under the laws of South Carolina. Coastal Plains Physicians Associates operates physician offices in Varnville,
South Carolina. The Hospital is organized under the control of a single Board of Trustees. The Board of
Trustees makes decisions and sets policy for the Hospital. The mission of the Hospital is to provide
compassion, quality, and service excellence to all people within the communities the Hospital serves. All
intercompany accounts have been eliminated in consolidation.

Cash and Cash Equivalents - Cash and cash equivalents include certain investments in highly liquid debt
instruments with original maturities of three months or less. Restricted and designated cash and cash
equivalents included in assets limited as to use are not classified as cash and cash equivalents.

Certificates of Deposit - Certificates of deposit consist of certificates of deposit with original maturity dates of
greater than three months.

Patient Accounts Receivable - Patient accounts receivable consist of amounts due from patients and third party
payors and are stated at gross charges less an allowance for doubtful accounts and contractual adjustments.
Credit is extended to patients after an evaluation of the patient’s financial condition and collateral is not required.
In determining the allowance for doubtful accounts, the Hospital analyzes its past history and identifies trends
for each of its major payor sources of revenue to estimate the appropriate allowance for doubtful accounts and
provision for bad debts. Management regularly reviews data about these major payor sources of revenue in
evaluating the sufficiency of the allowance for doubtful accounts. For receivables associated with services
provided to patients who have third party coverage, the Hospital reviews contractually due amounts and
provides an allowance for doubtful accounts and a provision for bad debts, if necessary. For receivables
associated with self-pay patients (which includes both patients without insurance and patients with deductible
and copayment balances due for which third party coverage exists for part of the bill), the Hospital records a
significant provision for bad debts in the period of service on the basis of its past experience, which indicates
that many patients are unable or unwilling to pay the portion of their 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 efforts have been exhausted is charged off against the
allowance for doubtful accounts.

Inventories - Inventories are stated at the lower of cost (first-in, first-out method) or market value. The Hospital’s
inventories consist mainly of office supplies and medical supplies, including drugs.

Assets Limited as to Use - Assets limited as to use primarily include assets held by a trustee under indenture
agreements, cash which is internally designated for repairs and maintenance of facilities, and a certificate of
deposit. The certificate of deposit is permanently restricted by the donor. The interest income earned on the
certificate is unrestricted.

Assets limited as to use consists of cash and cash equivalents including repurchase agreements, money market
funds, certificates of deposit, and U.S. Treasury obligations which are carried at cost. Investment income on
proceeds of borrowings that are held by a trustee, to the extent not capitalized, is reported as other revenue. All
other investment income is reported as interest income.



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 1—Nature of operations and summary of significant accounting policies (continued)

Investments - Investments in marketable securities with readily determinable fair values are measured at fair
value in the consolidated balance sheets. Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date. Fair value
was determined based on quoted market prices. Unrealized gains and losses are included as investment
income on the consolidated statements of operations and changes in net deficit.

Property and Equipment - Property and equipment are recorded at cost, except donated assets, which are
recorded at fair value at the date of receipt. The Hospital capitalizes all assets over $1,000. All capital assets
other than land are depreciated using the straight-line method of depreciation using these asset lives:

Land improvements 5 to 40 years
Buildings and building improvements 3 to 40 years
Equipment 3 to 25 years

Costs of Borrowing - Interest costs incurred on borrowed funds during the period of construction of capital
assets are capitalized as a component of the cost of acquiring those assets. None of the Hospital's interest
costs were capitalized in 2017 or 2016.

Bond Discounts and Issuance Costs - Bond discounts and issuance costs are deferred and amortized over
the life of the bonds on a straight-line basis, which does not differ materially from the use of the effective
interest method. Bond discounts and issuance costs are presented as a reduction of the face amount of
bonds payable.

Net Patient Service Revenue - The Hospital has agreements with third party payors that provide for payments
for medical services rendered at amounts different from its established rates. Payment arrangements include
prospectively determined rates per discharge, reimbursed costs, discounted charges, and per diem
payments. Net patient service revenue is reported at the estimated net realizable amounts from patients,
third party payors, and others for services rendered, including estimated retroactive adjustments under
reimbursement agreements with third party payors. Retroactive adjustments are accrued on an estimated
basis in the period the related services are rendered and adjusted in future periods as final settlements are
determined. These amounts are subject to audit by the governmental agencies. Adjustments, if any, are
included in contractual revenue adjustments in the year of determination. For uninsured patients that do not
qualify for charity care, the Hospital recognizes revenue on the basis of its discounted rates as provided by
policy. On the basis of historical experience, a significant portion of the Hospital’s uninsured patients will be
unable or unwilling to pay for the services provided. Thus, the Hospital records a significant provision for bad
debts related to uninsured patients in the period the services are provided.



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 1—Nature of operations and summary of significant accounting policies (continued)

Medicare and Medicaid Electronic Health Records (“EHR”) Incentives - EHR incentive reimbursements are
payments received under the Health Information Technology for Economic and Clinical Health Act (the
“HITECH Act”) which was enacted into law on February 17, 2009 as part of the American Recovery and
Reinvestment Act of 2009 (“ARRA”). The HITECH Act includes provisions designed to increase the use of
EHR by both physicians and hospitals. Beginning with federal fiscal year 2011 (federal fiscal year is
October 1 through September 30) and extending through federal fiscal year 2017, eligible hospitals
participating in the Medicare and Medicaid programs are eligible for reimbursement incentives based on
successfully demonstrating meaningful use of their certified EHR technology. Conversely, those hospitals that
do not successfully demonstrate meaningful use of EHR technology are subject to payment penalties or
downward adjustments to their Medicare payments beginning in federal fiscal year 2015.

The Hospital recognized $395,479 and $600,152 of revenues related to the Medicare and Medicaid incentive
programs for the years ended September 30, 2017 and 2016, respectively. These revenues are reflected in
other operating revenues on the accompanying consolidated statements of operations and changes in net
deficit. Future incentive payments could vary due to certain factors such as availability of federal funding for
both Medicare and Medicaid incentive payments and the Hospital's ability to implement and demonstrate
meaningful use of certified EHR technology. The Hospital has and will continue to incur both capital costs and
operating expenses in order to implement its certified EHR technology and meet meaningful use requirements
in the future. These expenses are ongoing and are projected to continue over all stages of implementation of
meaningful use. The timing of recognizing the expenses may not correlate with the receipt of the incentive
payments and the recognition of revenues. There can be no assurance that the Hospital will be able to
continue to demonstrate meaningful use of certified EHR technology in the future, and the failure to do so
could have a material, adverse effect on the results of operations. As a part of operating this program, there
is a possibility that government authorities may make adjustments to amounts previously recorded by the
Hospital. The Hospital's attestation of demonstrating meaningful use is also subject to review by the
appropriate government authorities.

Net Assets - Unrestricted net assets represent resources derived from operating and nonoperating income,
including patient service revenue. These resources are used for transactions relating to fulfilling the purpose
of the Hospital, including providing healthcare services to patients. Temporarily restricted net assets are those
for which use by the Hospital has been limited by donors to a specific time period or purpose. Revenues from
grants are presented as unrestricted support when the restrictions are met in the same reporting period.
Permanently restricted net assets have been restricted by donors to be maintained by the Hospital in
perpetuity.

Donor Restricted Gifts - Unconditional promises to give cash and other assets to the Hospital are reported at
fair value at the date the promise is received. Conditional promises to give and indications of intentions to
give are reported at fair value at the date the gift is received. The gifts are reported as either temporarily or
permanently restricted support if they are received with donor stipulations that limit the use of the donated
assets. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction
is accomplished, temporarily restricted net assets are reclassified as unrestricted net assets and reported in
the consolidated statements of operations and changes in net deficit as net assets released from restrictions.
Donor-restricted contributions whose restrictions are met within the same year as received are reported as
unrestricted contributions in the accompanying consolidated financial statements.

Charity Care - The Hospital provides care to patients who meet certain criteria under its charity care policy
without charge or at amounts less than its established rates. Because the Hospital does not pursue collection
of amounts determined to qualify as charity care, they are not reported as revenue.



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 1—Nature of operations and summary of significant accounting policies (continued)

Income Taxes - The Hospital and Coastal Plains Physician Associates are not-for-profit corporations and
have been recognized as tax-exempt pursuant to Section 501(c)(3) of the Internal Revenue Code. In
accordance with U.S. Generally Accepted Accounting Principles for Uncertainty in Income Taxes,
management has evaluated all tax positions that could have a significant effect on the consolidated financial
statements and determined the Hospital had no uncertain income tax positions at September 30, 2017 and
2016.

Risk Management - The Hospital is exposed to various risks of loss from torts; theft of, damage to, and
destruction of assets; business interruptions; errors and omissions; employee injuries and iliness; and natural
disasters. Commercial insurance coverage is purchased for claims arising from such matters.

Concentrations of Credit Risk - Financial instruments that potentially expose the Hospital to concentrations of
credit risk consist primarily of cash and cash equivalents, patient accounts receivable, and investments.

Credit risk associated with patient receivables is generally diversified due to the large number of patients
comprising the patient base, although the geographic concentration in the southeast results in the Hospital
being susceptible to economic conditions in the region.

As discussed in Note 11, at times, cash balances at financial institutions are in excess of the Federal Deposit
Insurance Corporation (“FDIC”) insurance coverage. The cash balances are maintained at financial
institutions with high credit-quality ratings and the Hospital believes no significant risk of loss exists with
respect to those balances.

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

Excess of Revenues, Gains, and Other Support over Expenses - The consolidated statements of operations
and changes in net deficit include excess of revenues, gains, and other support over expenses. Changes in
unrestricted net deficit which are excluded from excess of revenues, gains, and other support over expenses,
consistent with industry practice, include contributions which by donor restriction were to be used for the
purpose of acquiring long-lived assets.

Functional Expenses - The costs of providing the Hospital’'s programs and other activities have been reported
on a functional basis in the consolidated statements of operations and changes in net deficit. Directly
identifiable costs have been allocated to the program or supporting service benefited. Indirect costs have
been allocated based on management’s estimate of resources used on behalf of the program or supporting
service.

Recent Accounting Pronouncements - During the year ended September 30, 2017, the Hospital implemented
FASB Accounting Standards Update (“ASU”) No. 2015-03, Interest-Imputation of Interest (Subtopic 835-30):
Simplifying the Presentation of Debt issuance Costs. FASB ASU No. 2015-03 requires that debt issuance
costs related to a recognized debt liability be presented in the consolidated balance sheets as a direct
deduction from the carrying amount of that debt liability. The implementation of FASB ASU No. 2015-03 did
not result in a change to beginning net assets. See Discussion at Note 7.



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 1—Nature of operations and summary of significant accounting policies (continued)

Future Accounting Pronouncements — In August of 2016, the Financial Accounting Standards Board (“FASB”)
issued ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit
Entities. This standard changes presentation and disclosure requirements of not-for-profit entities. The primary
changes are decrease in the number of net asset classes from three to two, reporting of the underwater
amounts of donor-restricted endowment funds in net assets with donor restrictions, continues to allow preparers
to choose between the direct method and indirect method for presenting operating cash flows, requires
disclosures of qualitative information on how the not-for-profit entity manages its liquid available resources and
liquidity risks and requires reporting of expenses by function and nature, as well as an analysis of expenses by
both function and nature. This standard is effective for the Hospital in fiscal 2019. The Hospital is currently
evaluating the effect of the implementation of this new standard.

In May of 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers. ASU 2014-09
clarifies the principles for recognizing revenue and develops a common revenue standard under GAAP under
which an entity should recognize revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods
or services. ASU 2014-09 is effective for the Hospital in fiscal 2020. The Hospital is currently evaluating the
effect of the implementation of this new standard.

In February of 2016, the FASB issued ASU 2016-02, Leases. The standard requires all leases with lease terms
over 12 months to be capitalized as a right of use asset and lease liability on the balance sheet at the date of
lease commencement. Leases will be classified as either finance or operating. This distinction will be relevant
for the pattern of expense recognition in the income statement. This standard will be effective for the fiscal year
ending September 30, 2020. The Hospital is currently in the process of evaluating the impact of adoption of this
ASU on the consolidated financial statements

10



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 2—Net patient service revenue and patient accounts receivable

The Hospital has agreements with third party payors that provide for payments to the Hospital at amounts
different from its established rates. The primary programs are Medicare and Medicaid. Patient revenue is
reported net of contractual adjustments arising from these third party arrangements.

A summary of the payment arrangements with major third party payors follows:

e Medicare - Inpatient acute care services rendered to Medicare program beneficiaries are paid at
prospectively determined rates per discharge. Outpatient services are paid at prospectively determined
rates per procedure. These rates vary according to a patient classification system that is based on
clinical, diagnostic and other factors. Inpatient nonacute services related to Medicare beneficiaries are
paid based on a cost reimbursement methodology. The Hospital is reimbursed for cost reimbursable
items at a tentative rate with final settlement determined after submission of annual cost reports by the
Hospital and audits thereof by the Medicare fiscal intermediary. The Hospital’'s classification of patients
under the Medicare program and the appropriateness of their admissions are subject to an independent
review by a peer review organization under contract with the Hospital. Final settlement has been
reached for Medicare cost reports through September 30, 2013. Tentative settlements have been
reached with Medicare for the years ended September 30, 2014, 2015, and 2016 but such settlements
are subject to audit.

e Medicaid - Inpatient services rendered to Medicaid program beneficiaries are paid at prospectively
determined rates per discharge. These rates vary according to a patient classification system that is
based on clinical, diagnostic, and other factors. Outpatient services are paid at prospectively
determinable rates per procedures. Final settlement has been reached for Medicaid cost reports
through September 30, 2013. Tentative settlements have been reached with Medicaid for the years
ended September 30, 2014, 2015, and 2016 but such settlements are subject to audit.

Revenue from the Medicare and Medicaid programs accounted for approximately 29 percent and 10 percent,
respectively, of the Hospital's net patient revenue for the year ended September 30, 2017 and 27 percent and
8 percent, respectively, of the Hospital’s net patient revenue for the year ended September 30, 2016.

Laws and regulations governing the Medicare and Medicaid programs are extremely complex and subject to
interpretation. As a result, there is at least a reasonable possibility that recorded estimates will change by a
material amount in the near term. The filed cost reports are subject to audits, reviews, and investigations.

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

For uninsured patients that do not qualify for charity care, the Hospital recognizes revenue on the basis of its
discounted rates as provided by its policy. On the basis of historical experience, a significant portion of the
Hospital's uninsured patients will be unable or unwilling to pay for the services provided. Thus, the Hospital
records a significant provision for bad debts related to uninsured patients in the period the services are
provided.

11



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 2—Net patient service revenue and patient accounts receivable (continued)

The Hospital's revenues before provision for bad debts were as follows for the years ended September 30, 2017
and 2016:

2017 2016
Gross patient charges at established rates from third party payors $ 57,991,436 $ 58,333,846
Gross patient charges at discounted rates from self-pay patients 4,759,110 5,413,238
Gross patient revenue 62,750,546 63,747,084
Deductions:

Medicare and Medicaid contractual adjustments (26,635,105) (27,192,882)
Other adjustments (9,235,674) (8,358,827)
(35,870,779) (35,551,709)

Net patient service revenue before provision for bad debts 26,879,767 28,195,375
Provision for bad debts (4,564,975) (4,380,034)
Net patient service revenue less provision for bad debts $ 22,314,792 $ 23,815,341

The Hospital qualified for disproportionate share payments from the South Carolina Medicaid Program through
September 30, 2017. The Hospital received quarterly lump-sum payments totaling approximately $2,396,000
and $2,818,000 in the years ended September 30, 2017 and 2016, respectively. These amounts are reflected
as a reduction of contractual adjustments.

The following is a summary of the activity in the allowance for doubtful accounts for the fiscal years ended
September 30, 2017 and 2016:

2017 2016
Allowance for doubtful accounts, beginning of year $ 2,040,368 $ 1,719,640
Additions recognized as a reduction to revenues 4,564,975 4,380,034
Accounts written off, net of recoveries (4,734,230) (4,059,306)
Allowance for doubtful accounts, end of year $ 1,871,113  § 2,040,368

Note 3—Charity care

The amount of charges foregone for services and supplies furnished under the Hospital's indigent and charity
care policies aggregated approximately $2,281,000 and $2,159,000 for the years ended September 30, 2017
and 2016, respectively.

The Hospital calculates the cost of providing charity care to patients using a cost-to-charge ratio method. Using

this method, the costs of providing charity care services under the Hospital’s indigent and charity care policies
were approximately $784,000 and $756,000 for the years ended September 30, 2017 and 2016, respectively.

12



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 4—Property and equipment

A summary of property and equipment at September 30, 2017 and 2016 follows:

2017 2016
Land and land improvements $ 3,062,699 $ 3,062,699
Buildings and building improvements 27,740,074 27,743,684
Equipment 12,793,018 12,609,716
43,595,791 43,416,099
Less accumulated depreciation (22,047,262) (20,254,008)
Property and equipment, net $ 21,548,529 $ 23,162,091

Depreciation expense for the years ended September 30, 2017 and 2016 amounted to $1,813,307 and
$1,966,435, respectively.

Note 5—Fair value measurements

The Hospital has adopted the provision of the FASB Accounting Standards Codification 820 “Fair Value
Measurements and Disclosures,” which requires fair value measurement be classified and disclosed in one of the
following three categories (“Fair Value Hierarchy”):

Level 1: Quoted prices are available in active markets for identical investments as of the reporting date. The
types of investments which would generally be included in Level 1 include listed equity securities, mutual funds,
and money market funds. As required by GAAP, the Hospital, to the extent that it holds such investments, does
not adjust the quoted price for these investments, even in situations where the Hospital holds a large position
and a sale could reasonably impact the quoted price.

Level 2: Pricing inputs are observable for the investments, either directly or indirectly, as of the reporting date,
but are not the same as those used in Level 1; inputs include comparable market transactions, pricing of similar
instruments, values reported by the administrator, and pricing expectations based on internal modeling. Fair
value is determined through the use of models or other valuation methodologies. The types of investments
which would generally be included in this category include publicly traded securities with restrictions on
disposition, corporate obligations, and U.S. Government and Agency Treasury Inflation Indices.

Level 3: Pricing inputs are unobservable for the investment and include situations where there is little, if any,
market activity for the investments. The types of investments which would generally be included in this category
include debt and equity securities issued by private entities and partnerships. The inputs into the determination
of fair value require significant judgment or estimation. Inputs include recent transactions, earnings forecasts,
market multiples, and future cash flows.
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 5—Fair value measurements (continued)

The table below summarizes the valuation of the Hospital’s financial assets and liabilities measured at fair value on
a recurring basis as of September 30, 2017, based on the level of input utilized to measure fair value:

Fair Value Measurements at September 30, 2017

Level 1 Level 2 Level 3 Total
Investments
Fixed income:
Corporate bonds - financial services $ - $1,002500 $ - $1,002,500
Total fixed income - 1,002,500 - 1,002,500
Total investments - recurring basis $ - $1,002,500 $ - $1,002,500

All asset have been valued using a market approach. The Hospital did not hold any investments as of
September 30, 2016.

Note 6—Assets limited as to use

The composition of assets limited as to use at September 30, 2017 and 2016 is set forth in the following table.

2017 2016
Under indenture agreements held by trustees:
Debt service fund $ 4,300,564 $ 3,414,188
Donor restricted:
Certificate of deposit 10,238 10,238

$ 4,310,802 $ 3,424,426
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 7—Long-term debt

A summary of long-term debt at September 30, 2017 and 2016 follows:

$39,080,000 series 2006 refunding and improvement revenue bonds,
due in annual installments ranging from $1,800,000 to $2,700,000, with
interest only semi-annual payments (on 5/1 and 11/1) at an interest rate
ranging from 4.6 percent to 5.25 percent from May 1, 2007 through
November 1, 2036, collateralized by Hospital revenues and gains.

$1,300,000 United States Department of Agriculture (“USDA”) Rural
Development real estate mortgage loan due in monthly installments of
$5,642, including principal and interest at an interest rate of
4.25 percent from October 28, 2008 through September 28, 2048,
collateralized by real estate owned by the Hospital.

$300,000 real estate mortgage loan through South Carolina Office of
Rural Health due in monthly installments of $2,219, including principal
and interest, at a rate of 4.00 percent from February 7, 2013 through
February 25, 2028, collateralized by real estate owned by the Hospital.

$300,000 note payable through BB&T for equipment and software due
in three principal installments of $100,000 beginning December 15,
2014 and ending December 15, 2016. Interest is due monthly at a rate
of 3.50 percent from August 15, 2012 through December 15, 2016.

$2,325,000 United States Department of Agriculture Rural Development
real estate mortgage loan due in monthly installments of $9,021,
including principal and interest at an interest rate of 3.50 percent from
December 20, 2012 through December 20, 2052, collateralized by real
estate owned by the Hospital.

$69,286 note payable for software due in monthly installments of
$2,450, including principal and interest at an interest rate of
7.02 percent from October 1, 2014 through April 1, 2017.

$187,000 note payable through the South Carolina Office of Rural
Health due in monthly installments of $2,556, including principle and
interest, at a rate of 4.0 percent from January 25, 2015 through
December 25, 2021, collateralized by equipment owned by the Hospital.

$40,000 note payable for a vehicle due in monthly installments of $849,
including principal and interest at an interest rate of
0.90 percent from October 7, 2016 through September 7, 2020,
collateralized by the vehicle. This vehicle was traded in during fiscal
2017.

$

2017 2016
32,685,000 $ 33,615,000
1,164,400 1,182,147
225,100 242,349
- 99,971
2,166,523 2,197,463
- 14,405
117,541 142,958
- 39,181
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 7—Long-term debt (continued)

2017 2016
$24,500 note payable for a vehicle due in monthly installments of
$543, including principal and interest at an interest rate of 3.0
percent from September 4, 2017 to August 4, 2021, collateralized
by the vehicle. $ 24,020 $ -
36,382,584 37,533,474
Less bond issue discounts (315,461) (356,606)
Less unamortized debt issuance costs (483,014) (508,660)
35,584,109 36,668,208
Less current portion (1,075,654) (1,145,571)
Total long-term debt $ 34,508,455 $ 35,522,637
Maturities of long-term debt at September 30, 2017 are as follows:
Years Ending September 30,
2018 $ 1,075,654
2019 1,124,999
2020 1,179,090
2021 1,237,776
2022 1,272,828
Thereafter 30,492,237
$ 36,382,584

During the year ended September 30, 2007, the Hospital obtained $39,080,000 in Series 2006 revenue bonds.
The bond proceeds were used to pay off the existing 2003 Series revenue bonds and to finance the construction
of the new hospital replacement facility. The bonds are term and serial bonds due in increasing principal
payments beginning in November 2009 with final maturity due in November 2036. Under the terms of the
Series 2006 revenue bond indentures, the Hospital is required to maintain certain deposits with a trustee. Such
deposits are included with assets limited as to use. The revenue note indenture also requires maintenance of
certain financial covenants. Management is not aware of any violations of the covenants at September 30, 2017.

During the year ended September 30, 2009, the Hospital obtained a real estate loan from the United States
Department of Agriculture Rural Development in the amount of $1,300,000. This loan was incurred in
connection with the construction of the Coastal Plains Physician Building. The loan is due in monthly
installments beginning in October 2008 with the final installment to be paid in September 2048.

During the year ended September 30, 2013, the Hospital obtained a real estate mortgage loan through the
South Carolina Office of Rural Health in the amount of $300,000. The loan was incurred in connection with the
construction of a medical building. The loan is due in monthly installments beginning in February 2013 with the
final installment to be paid in February 2028.
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 7—Long-term debt (continued)

During the year ended September 30, 2013, the Hospital obtained a note payable in the amount of $300,000.
The loan was incurred to purchase equipment and software. The note is due in annual installments beginning in
December 2014 with the final installment paid in December 2016.

During the year ended September 30, 2013, the Hospital obtained approval for financing of a real estate loan
from the United States Department of Agriculture Rural Development in the amount of $2,325,000, of which
$2,281,446 was received during the year ended September 30, 2013. The remaining $43,554 was received
during the year ended September 30, 2014. This loan was incurred in connection with the construction of the
Coastal Plains Primary Care Building. The loan is due in monthly installments beginning in December 2012 with
the final installment to be paid in December 2052.

During the year ended September 30, 2014, the Hospital obtained a note payable in the amount of $69,286.
This loan was incurred to purchase software. The note is due in monthly installments beginning in October
2014 with the final installment paid in April 2017.

During the year ended September 30, 2015, the Hospital obtained a note payable through the South Carolina
Office of Rural Health in the amount of $187,000. The loan was incurred in connection with the purchase of
equipment. The loan is due in monthly installments beginning in January 2015 with the final installment to be
paid in December 2021.

During the year ended September 30, 2016, the Hospital obtained a note payable in the amount of $40,000.
This loan was incurred to purchase a vehicle. The note is due in monthly installments beginning October 2016
with the final installment to be paid in September 2020. The vehicle was traded in during fiscal 2017.

During the year ended September 30, 2017, the Hospital obtained a note payable in the amount of $24,500.
This loan was incurred to purchase a vehicle. The note is due in monthly installments beginning in September
2017 with the final installment to be paid in August 2021.

As discussed in Note 1, during the year ended September 30, 2017, the Hospital implemented FASB ASU No.
2015-03, Interest-Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs.
FASB ASU No. 2015-3 requires that debt issuance costs related to a recognized debt liability be presented in
the consolidated balance sheets as a direct deduction from the carrying amount of that debt liability. Previously,
such costs were shown as a deferred charge, and fiscal 2016 amounts have been reclassified as deductions
from debt, as shown in the table above. Accordingly, total fiscal 2016 assets and liabilities have been
retroactively reduced by the same amount. Amortization expense is not material to the consolidated financial
statements and is reflected in depreciation and amortization of bond issuance costs in the consolidated
statements of operations and changes in net deficit. The change has no effect on previously-reported net
assets.

Note 8—Line of credit

On November 24, 2015, the Hospital obtained a line of credit in the amount of $500,000, maturing on
November 25, 2018, with a fixed interest rate of 4.00 percent. The line of credit is secured by a certificate of
deposit held with the lender. There was no balance outstanding at September 30, 2017 and 2016.
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 9—Capital leases

The Hospital is the lessee of equipment under various capital leases expiring from September 2018 to March
2020. The assets and liabilities under capital leases are recorded at the lower of the present value of the
minimum lease payments or the fair value of the asset. The assets are amortized over their estimated
productive lives. Amortization of assets under capital leases is included in depreciation expense during the
years ended September 30, 2017 and 2016. The leases include a $1 purchase option at the end of the lease
period.

Following is a summary of property held under capital leases:

2017 2016
Equipment $ 543,685 $ 454,185
Less Accumulated depreciation (174,351) (76,217)
$ 369,334 $ 377,968

Minimum future lease payments under capital leases as of September 30, 2017 were as follows:

Years Ending September 30,

2018 $ 169,008
2019 77,137
2020 14,917
Total minimum lease payments 261,062
Less amount representing interest (3,605)
Present value of minimum lease payments 257,457
Less current portion (165,793)
$ 91,664

Note 10—Employee retirement plan

The Hospital has a defined contribution (profit-sharing) plan that covers substantially all employees.
Contributions, if any, are determined annually by the Board of Trustees. The Hospital contributed approximately
$146,000 and $153,000 during the fiscal years ended September 30, 2017 and 2016, respectively.
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 2017 AND 2016

Note 11—Concentrations of risk

The Hospital grants credit without collateral to its patients, most of whom are area residents and are insured
under third party payor agreements. The mix of receivables from patients and third party payors at
September 30, 2017 and 2016 was as follows:

2017 2016
Patient 36% 40%
Medicare 32% 31%
Medicaid 8% 9%
Other third party payors 15% 12%
Blue Cross 9% 8%
100% 100%

The Hospital places its cash and cash equivalents on deposit with financial institutions in the United States. The
FDIC covers $250,000 for substantially all depository accounts. The Hospital from time to time may have had
amounts on deposit in excess of the insured limits. As of September 30, 2017 and 2016, the Hospital had
$2,919,917 and $4,886,839, respectively, which exceeded these insured amounts.

Note 12— Commitments and contingencies

Litigation - From time to time, the Hospital is involved in various litigation arising in the ordinary course of business.
In addition, other claims may be asserted which relate to services already rendered. Management is of the opinion
that adequate provisions have been made for all asserted and unasserted claims and that the effects of these
claims will not have a significant impact on the consolidated financial statements.

Medical Malpractice Insurance - The Hospital maintains professional malpractice liability insurance coverage on an
occurrence basis in amounts up to $300,000 per claim and $600,000 for aggregate annual claims. Excess
professional malpractice liability coverage is maintained through the South Carolina Patients Compensation Fund
on an occurrence basis with an unlimited amount of coverage subject to South Carolina regulations and
availability.

The health care industry is subject to numerous laws and regulations of federal, state, and local governments.
These laws and regulations include, but are not necessarily limited to, matters such as licensure, accreditation,
government health care program participation requirements, reimbursement for patient services, and Medicare and
Medicaid fraud and abuse. Recently, government activity has increased with respect to investigations and
allegations concerning possible violations of fraud and abuse statutes and regulations by health care providers.
Violations of these laws 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.

Grant Programs - From time to time, the Hospital participates in state and private grant programs. These programs
are subject to program compliance audits by the grantors or their representatives. Significant program compliance
violations could result in repayment of grant money received. The Hospital management believes there are no
significant contingent liabilities relating to compliance with rules and regulations governing the respective grants;
therefore, no provision has been recorded in the accompanying consolidated financial statements.
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Note 12— Commitments and contingencies (continued)

Commitments - The following is a schedule by year of future minimum lease payments under operating leases
as of September 30, 2017 that have an initial or remaining lease terms in excess of one year:

Years Ending September 30,

2018 $ 37,806
2019 37,806
2020 37,806
2021 22,857
2022 10,148

$ 146,423

Rental expense for each of the years ended September 30, 2017 and 2016 was approximately $172,000.
Note 13—Permanently restricted net assets

Earnings from permanently restricted net assets of $10,238 as of September 30, 2017 and 2016 are available
for the purpose of convalescent care.

Note 14—Functional expenses

The Hospital provides general health care services to residents within its geographic location. Expenses related
to providing these services for the years ended September 30, 2017 and 2016 are as follows:

2017 2016
Health care services $ 18,998,466 $ 18,927,996
General and administrative 5,174,977 5,107,555

$ 24,173,443 $ 24,035,551

Note 15—Deferred compensation plan

On December 16, 2016, the Hospital entered into a deferred compensation agreement with a key executive.
The agreement provides for postretirement benefits contingent on certain conditions. One third of the initial grant
earned on December 31, 2016, became vested on January 3, 2017. Additional grants are earned based as
defined in the agreement. The Hospital has accrued the present value of the estimated future benefit payments
of the initial grant as of the vesting date, which has been adjusted for the time value of money, using a discount
rate of 1.94%, resulting in the net present value recorded as of September 30, 2017 of $141,047. As a result,
for the year ended September 30, 2017, $25,620 is included in interest expense in the consolidated statements
of operations and changes in net deficit.

20



HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Note 15—Subsequent events

In December 2017, the South Carolina Jobs-Economic Development Authority issued $33,570,000 Revenue
Bonds, Series 2017 and entered into an agreement with the Hospital to refund $31,760,000 of outstanding
Series 2006 Revenue Bonds. The refunding resulted in a loss which consisted of the difference in the
reacquisition price and the net carrying amount of the old debt of approximately $858,000.

The Hospital has evaluated subsequent events through January 16, 2018, which was the date the consolidated
financial statements were available to be issued.
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY

CONSOLIDATING BALANCE SHEET

SEPTEMBER 30, 2017

ASSETS
Current Assets:
Cash and cash equivalents
Patient accounts receivable, net
Certificates of deposit
Other receivables
Due from related party
Inventories
Prepaid expenses
Total Current Assets

Property and equipment, net
Investments
Assets limited as to use

Total Assets

LIABILITIES AND NET ASSETS (DEFICIT)
Current Liabilities:

Accounts payable

Accrued payroll and payroll withholdings
Accrued paid time off

Accrued interest payable

Due to related party

Current portion of long-term debt

Current portion of capital lease obligations
Estimated third party payor settlements

Total Current Liabilities
Capital lease obligations, net of current portion

Long-term debt, net of current portion
Deferred compensation liability

Total Liabilities
Net Assets (Deficit):

Unrestricted
Permanently restricted

Total Net Assets (Deficit)
Total Liabilities and Net Assets (Deficit)

Hampton Coastal

Regional Plains
Medical Physician Eliminating Consolidated

Center Associates Total Entries Total

$ 3,195494 $ 49,569 $ 3,245,063 $ - $ 3,245,063
3,616,174 261,350 3,877,524 - 3,877,524
517,607 - 517,607 - 517,607
14,951 - 14,951 - 14,951
11,442,786 - 11,442,786 (11,442,786) -
396,871 - 396,871 - 396,871
218,432 43,658 262,090 - 262,090
19,402,315 354,577 19,756,892 (11,442,786) 8,314,106
19,237,979 2,310,550 21,548,529 - 21,548,529
1,002,500 - 1,002,500 - 1,002,500
4,310,802 - 4,310,802 - 4,310,802
$ 43,953,596 $ 2,665127 $ 46,618,723 $ (11,442,786) $ 35,175,937
$ 1,099,980 $ 176,932 $ 1,276,912 $ - $ 1,276,912
313,972 55,525 369,497 - 369,497
545,801 17,862 563,663 - 563,663
728,571 - 728,571 - 728,571
- 11,442,786 11,442,786 (11,442,786) -
1,007,318 68,336 1,075,654 - 1,075,654
165,793 - 165,793 - 165,793
11,219 - 11,219 - 11,219
3,872,654 11,761,441 15,634,095 (11,442,786) 4,191,309
91,664 - 91,664 - 91,664
31,020,768 3,487,687 34,508,455 - 34,508,455
141,047 - 141,047 - 141,047
35,126,133 15,249,128 50,375,261 (11,442,786) 38,932,475
8,817,225 (12,584,001) (3,766,776) - (3,766,776)
10,238 - 10,238 - 10,238
8,827,463 (12,584,001) (3,756,538) - (3,756,538)
$ 43,953,596 $ 2,665,127 $ 46,618,723 $ (11,442,786) $ 35,175,937
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY

CONSOLIDATING BALANCE SHEET

SEPTEMBER 30, 2016

Hampton Coastal
Regional Plains
Medical Physician Eliminating Consolidated
Center Associates Total Entries Total
ASSETS
Current Assets:
Cash and cash equivalents $ 5278689 $ 32949 $ 5311638 §$ - $ 5,311,638
Patient accounts receivable, net 3,386,725 214,366 3,601,091 - 3,601,091
Certificates of deposit 507,469 - 507,469 - 507,469
Other receivables 461 - 461 - 461
Due from related party 10,178,664 - 10,178,664 (10,178,664) -
Inventories 354,911 - 354,911 - 354,911
Prepaid expenses 226,826 40,565 267,391 - 267,391
Total Current Assets 19,933,745 287,880 20,221,625 (10,178,664) 10,042,961
Property and equipment, net 20,679,898 2,482,193 23,162,091 - 23,162,091
Assets limited as to use 3,424,426 - 3,424,426 - 3,424,426
Total Assets $ 44,038,069 $ 2,770,073 $ 46,808,142 $ (10,178,664) $ 36,629,478
LIABILITIES AND NET ASSETS (DEFICIT)
Current Liabilities:
Accounts payable $ 912275 $ 165541 $ 1,077,816 $ - $ 1,077,816
Accrued payroll and payroll withholdings 378,729 56,320 435,049 _ 435,049
Accrued paid time off 472,269 17,458 489,727 - 489,727
Accrued interest payable 743,303 - 743,303 - 743,303
Due to related party - 10,178,664 10,178,664 (10,178,664) -
Current portion of long-term debt 979,692 165,879 1,145,571 - 1,145,571
Current portion of capital lease obligations 129,310 - 129,310 - 129,310
Total Current Liabilities 3,615,578 10,583,862 14,199,440 (10,178,664) 4,020,776
Capital lease obligations, net of current portion 182,874 - 182,874 - 182,874
Long-term debt, net of current portion 31,966,586 3,556,051 35,522,637 - 35,522,637
Total Liabilities 35,765,038 14,139,913 49,904,951 (10,178,664) 39,726,287
Net Assets (Deficit):
Unrestricted 8,262,793 (11,369,840) (3,107,047) - (3,107,047)
Permanently restricted 10,238 - 10,238 - 10,238
Total Net Assets (Deficit) 8,273,031 (11,369,840) (3,096,809) - (3,096,809)
Total Liabilities and Net Assets (Deficit) $ 44,038,069 $ 2,770,073 $ 46,808,142 $ (10,178,664) $ 36,629,478
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY
CONSOLIDATING STATEMENT OF OPERATIONS

YEAR ENDED SEPTEMBER 30, 2017

Hampton Coastal
Regional Plains
Medical Physician Eliminating Consolidated
Center Associates Total Entries Total
Unrestricted Revenues, Gains, and Other
Support:
Net patient service revenue $ 25,568,677 $ 1,311,090 $ 26,879,767 $ - $ 26,879,767
Provision for bad debts (4,408,849) (156,126) (4,564,975) - (4,564,975)
Net patient service revenue less provision
for bad debts 21,159,828 1,154,964 22,314,792 - 22,314,792
Other operating revenue 1,011,810 9,100 1,020,910 - 1,020,910
Loss on disposal of fixed assets (5,801) - (5,801) - (5,801)
Total Revenues, Gains, and Other
Support 22,165,837 1,164,064 23,329,901 - 23,329,901
Expenses:
Professional care of patients 11,130,598 1,523,240 12,653,838 (108,000) 12,545,838
Dietary and cafeteria 399,510 - 399,510 - 399,510
General services 631,582 77,803 709,385 - 709,385
Administrative services 4,153,246 444,003 4,597,249 - 4,597,249
Depreciation and amortization 1,663,650 175,304 1,838,954 - 1,838,954
Employee benefits 2,018,747 153,381 2,172,128 - 2,172,128
Interest 1,772,700 137,679 1,910,379 - 1,910,379
Total Expenses 21,770,033 2,511,410 24,281,443 (108,000) 24,173,443
Operating income (loss) 395,804 (1,347,346) (951,542) 108,000 (843,542)
Other Income:
Interest income 70,977 - 70,977 - 70,977
Unrestricted nonoperating income 87,651 133,185 220,836 (108,000) 112,836
Total Other Income 158,628 133,185 291,813 (108,000) 183,813
Excess of revenues, gains, and other
support over (under) expenses 554,432 (1,214,161) (659,729) - (659,729)
Change in unrestricted net assets (deficit) $ 554,432 $ (1,214,161) $  (659,729) $ - $ (659,729)
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HAMPTON REGIONAL MEDICAL CENTER AND SUBSIDIARY

CONSOLIDATING STATEMENT OF OPERATIONS

YEAR ENDED SEPTEMBER 30, 2016

Hampton Coastal
Regional Plains
Medical Physician Eliminating Consolidated
Center Associates Total Entries Total
Unrestricted Revenues, Gains, and Other
Support:
Net patient service revenue $ 26,882,843 $ 1,312,532 $ 28,195375 $ - $ 28,195,375
Provision for bad debts (4,165,447) (214,587) (4,380,034) - (4,380,034)
Net patient service revenue less provision
for bad debts 22,717,396 1,097,945 23,815,341 - 23,815,341
Other operating revenue 1,033,142 9,665 1,042,807 - 1,042,807
Gain on disposal of fixed assets (7,400) - (7,400) - (7,400)
Total Revenues, Gains, and Other
Support 23,743,138 1,107,610 24,850,748 - 24,850,748
Expenses:
Professional care of patients 10,925,194 1,493,592 12,418,786 (108,000) 12,310,786
Dietary and cafeteria 376,257 - 376,257 - 376,257
General services 610,203 60,238 670,441 - 670,441
Administrative services 4,373,849 396,723 4,770,572 - 4,770,572
Depreciation and amortization 1,741,088 250,994 1,992,082 - 1,992,082
Employee benefits 1,821,256 149,128 1,970,384 - 1,970,384
Interest 1,801,265 143,764 1,945,029 - 1,945,029
Total Expenses 21,649,112 2,494,439 24,143,551 (108,000) 24,035,551
Operating income (loss) 2,094,026 (1,386,829) 707,197 108,000 815,197
Other Income:
Interest income 15,900 - 15,900 - 15,900
Unrestricted nonoperating income 67,844 142,807 210,651 (108,000) 102,651
Total Other Income 83,744 142,807 226,551 (108,000) 118,551
Excess of revenues, gains, and other
support over (under) expenses 2,177,770 (1,244,022) 933,748 - 933,748
Change in unrestricted net assets (deficit) $ 2177770 $ (1,244,022) $ 933,748 § - 3 933,748
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