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Report of Independent Auditors

To the Board of Directors of Tallahassee Memorial HealthCare, Inc.

Opinion

We have audited the accompanying consolidated financial statements of Tallahassee Memorial
HealthCare, Inc. and its subsidiaries (the “Company”), which comprise the consolidated balance
sheets as of September 30, 2022 and 2021, and the related consolidated statements of operations, of
changes in net assets and of cash flows for the years then ended including the related notes
(collectively referred to as the “consolidated financial statements”).

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Company as of September 30, 2022 and 2021, and the results of
its operations and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (US GAAS). Our responsibilities under those standards are further described in the
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are required to be independent of the Company and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Emphasis of Matter

As discussed in Note 1 to the consolidated financial statements, the Company changed the manner in
which it accounts for leases in 2021. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s
ability to continue as a going concern for one year after the date the financial statements are available
to be issued.

PricewaterhouseCoopers LLP, 214 N. Tryon Street, Suite 4200, Charlotte, NC 28202
T: (704) 344 7500, www.pwc.com/us
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Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with US GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with US GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, and design and perform audit procedures
responsive to those risks. Such procedures include examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Company's internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Company’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Pr cuaterhouse Coopers LLP

Charlotte, North Carolina
December 19, 2022



Tallahassee Memorial HealthCare, Inc. and Subsidiaries

Consolidated Balance Sheets
September 30, 2022 and 2021

Assets

Current assets
Cash and cash equivalents
Short-term investments
Assets limited as to use
Accounts receivable, net
Inventories

Estimated third-party payor settlement receivable

Other current assets
Total current assets

Assets limited as to use
Held by trustee

Less: Amount required to meet current obligations

Total assets limited as to use

Long-term investments

Property and equipment, net

Operating lease right-of-use assets, net
Pension assets, net

Other assets

Total assets

Liabilities and Net Assets

Current liabilities
Accounts payable and accrued expenses
Current portion of long-term debt
Current portion of operating lease liabilities
Estimated third-party payor settlement liability
Other current liabilities

Total current liabilities
Long-term debt, net of current portion

Operating lease liabilities, net of current portion
Other liabilities

Total liabilities
Net assets

Without donor restrictions
With donor restrictions

Total net assets

2022

$ 317,430,070

2021

$ 399,777,309

23,540,308 27,190,829
14,998,577 14,639,461
112,694,326 91,935,351
14,682,769 13,396,442
8,418,973 -
51,168,633 39,706,440
542,933,656 586,645,832
28,355,869 27,996,753
(14,998,577) (14,639,461)
13,357,292 13,357,292
27,300 27,300
481,121,657 495,547,718
8,424,179 7,882,023
107,575,505 80,880,318
8,262,665 12,973,039

$ 1,161,702,254

$ 1,197,313,522

$ 104,528,153 $ 96,380,168
3,998,529 3,792,954
2,562,779 2,586,481

- 49,975,516

9,761,828 13,094,936
120,851,289 165,830,055
363,639,754 369,540,393
5,925,830 5,375,050
45,737,833 43,333,211
536,154,706 584,078,709
603,022,926 589,036,747
22,524,622 24,198,066
625,547,548 613,234,813

The accompanying notes are an integral part of these consolidated financial statements.
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Tallahassee Memorial HealthCare, Inc.

Consolidated Statements of Operations
Years Ended September 30, 2022 and 2021

and Subsidiaries

Operating revenues
Net patient service revenues
Other revenue

Total operating revenues

Operating expenses
Salaries, wages and benefits
Supplies and other
Professional fees
Depreciation and amortization
Interest expense

Total operating expenses
Operating (loss) income
Other revenues and (expenses), net
(Deficit) excess of revenues over expenses

Net assets released from restrictions used for program services

and purchase of equipment
Change in pension liability

Change in net assets without donor restrictions

2022

$ 894,515,193

2021

$ 843,562,920

15,899,383 18,620,782
910,414,576 862,183,702
445,287,053 397,925,892
338,188,955 307,654,981

83,952,125 80,872,805
39,239,528 40,834,832
13,339,968 12,916,004
920,007,629 840,204,514
(9,593,053) 21,979,188
175,128 (217,431)
(9,417,925) 21,761,757
2,025,742 1,432,535
21,378,363 58,564,498

$ 13,986,180 $ 81,758,790

The accompanying notes are an integral part of these consolidated financial statements.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries

Consolidated Statements of Changes in Net Assets

Years Ended September 30, 2022 and 2021

Net assets without donor restrictions
(Deficit) excess of revenues over expenses
Net assets released from restrictions used for program services
and purchase of equipment
Change in pension liability
Change in net assets without donor restrictions

Net assets with donor restrictions
Contributions
Investment return, net
Net assets released from restrictions used for program services
and purchases of equipment
Change in net assets with donor restrictions

Change in net assets

Net assets
Beginning of year

End of year

2022 2021

$ (9,417,925) $ 21,761,757

2,025,742 1,432,535
21,378,363 58,564,498
13,986,180 81,758,790

1,575,952 2,091,656
(1,223,654) 1,124,148
(2,025,742) (1,432,535)
(1,673,444) 1,783,269
12,312,736 83,542,059

613,234,812 529,692,753

$ 625547548 $ 613,234,812

The accompanying notes are an integral part of these consolidated financial statements.
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Tallahassee Memorial HealthCare, Inc
Consolidated Statements of Cash Flows
Years Ended September 30, 2022 and 2021

. and Subsidiaries

Cash flows from operating activities
Change in net assets
Adjustments to reconcile changes in net assets to net cash
provided by operating activities
Depreciation and amortization
Depreciation on office space rental property
Amortization of right-of-use asset
Amortization of bond premium and bond issue costs
Net realized and unrealized loss (gain) on trading securities
Change in fair value of derivatives
Change in pension assets
(Gain) loss on sale of property and equipment
Endowment contributions
(Increase) decrease in
Patient accounts receivable
Inventories
Estimated third-party payor settlement receivable
Other current assets
Other assets
Increase (decrease) in
Accounts payable and accrued expenses
Estimated third-party payor settlement liability
Other current liabilities
Other liabilities

Net cash (used in) provided by operating activities

Cash flows from investing activities
Purchases of property and equipment
Proceeds from disposals of equipment
Investments

Purchases of investments

Proceeds from sales and maturities of investments
Assets limited as to use

Purchases of investments

Proceeds from sales and maturities of investments
Payments for physician guarantee contracts
Proceeds from physician guarantee contracts
Decrease (increase) in notes receivable and deposits

Net cash used in investing activities

2022 2021
$ 12,312,736 83,542,060
39,239,528 40,834,832
1,056,010 1,056,010
2,953,378 3,204,508
(820,110) (904,750)
4,288,559 (1,528,865)
3,740,113 (463,879)
(26,695,187) (58,759,416)
(115,677) 332,237
(288,614) -
(20,758,975) (15,746,809)
(1,286,327) (237,577)
(8,418,973) -
(10,193,579) (7,791,542)
(1,302,319) (249,084)
8,766,134 17,397,310
(49,975,516) (6,823,224)
(3,333,108) 3,389,079
(563,835) (7,833,229)
(51,395,762) 49,417,661
(27,001,518) (18,877,997)
629,569 192,307
(22,037,269) (13,406,486)
19,763,426 14,132,235
(2,457,925) -
2,480,602 15,260
(793,204) (122,377)
27,283 43,859
1,769,887 (1,955,375)
(27,619,149) (19,978,574)

The accompanying notes are an integral part of these consolidated financial statements.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries

Statement of Cash Flows
Years Ended December 31, 2022 and 2021

Cash flows from financing activities
Payments on finance lease obligations
Payments on long-term debt

Receipts of endowment contributions

Net cash used in financing activities
Change in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash
Beginning of year

End of year

Supplemental cash flow information
Cash paid for interest

Noncash investing activities
Accrued purchases of property and equipment

2022 2021
(812,954) (719,444)
(4,062,000) (4,003,000)
288,614 -
(4,586,340) (4,722,444)
(83,601,251) 24,716,643
425,821,883 401,105,240

$ 342,220,632 $ 425,821,883

$ 18,062,367 $ 18,255,244

542,707 $ 1,160,856

The following table reconciles cash and cash equivalents on the consolidated balance sheets to cash,
cash equivalents and restricted cash on the consolidated statements of cash flows:

Cash and cash equivalents

Restricted cash included in assets limited as to use - current portion

Held by trustee under bond indenture
Self-insured arrangements

Restricted cash included in assets limited as to use - noncurrent portion

Held by trustee under bond indenture
Cash, cash equivalents and certificates of deposit
included in short-term investments

Total cash, cash equivalents and restricted cash shown in

the consolidated statements of cash flows

2022 2021

$ 317,430,070 $ 399,777,309

9,338,327 8,220,494
157,055 134,377
13,357,292 13,357,292
1,937,888 4,332,411

$ 342,220,632 $ 425,821,883

The accompanying notes are an integral part of these consolidated financial statements.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
September 30, 2022 and 2021

1. Summary of Significant Accounting Policies

Organization and Reporting Entity

Tallahassee Memorial HealthCare, Inc. and Subsidiaries (“TMH, Inc.”) is a not-for-profit parent
holding corporation which manages and operates a health delivery system. Tallahassee Memorial
Hospital (the “Hospital”), a not-for-profit health care facility, is the hospital division of TMH, Inc.
Through common board control, provision of bylaws and direct stock ownership, TMH, Inc. is the
parent corporation of Southeast Community Health Services, Inc. (‘SECHS”), Tallahassee
Memorial Health Ventures, Inc. (“TMHV”), Tallahassee Memorial HealthCare Foundation, Inc.
(“Foundation”), and Medicus Select, LLC (“Medicus”). SECHS is a not-for-profit property holding
company. TMHYV is a for-profit corporation which manages activities which are not tax exempt.
The Foundation is a not-for-profit organization which promotes the educational training and
research programs of TMH, Inc. Medicus is a disregarded entity that provides the Hospital with
leased labor.

In 2021, TMH, Inc. entered into a master agreement with The St. Joe Company to develop a health
care campus in Panama City Beach, Florida in cooperation with the Florida State University
College of Medicine. The intent of the agreement is to jointly plan and develop the campus to
initially include an ambulatory and urgent care center, and professional office building. Future
development plans include the construction of an emergency center and inpatient hospital facility.

The accompanying consolidating financial statements include the accounts of TMH, Inc. and all of
the above-mentioned controlled subsidiaries or divisions and are prepared in a manner consistent
with accounting principles generally accepted in the United States of America and are presented
only for purposes of additional analysis and are not required as part of the consolidated financial
statements. The information is presented on the accrual basis of accounting and all significant
intercompany accounts and transactions are eliminated in consolidation. The consolidating
financial information was derived from the accounting records used to prepare the consolidated
financial statements.

Basis of Presentation

The accompanying consolidated financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America.

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 estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.
Significant estimates include, but are not limited to, accounts receivable price concessions,
payables/receivables from third-party payor settlements, self-insurance liabilities, accrued pension
liability and depreciation and amortization expense.

Cash and Cash Equivalents
Cash and cash equivalents include certain investments in highly liquid debt instruments with
original maturities of three months or less when purchased.



Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
September 30, 2022 and 2021

Restricted Cash

TMH, Inc. holds cash that is restricted to purchase investments, fund certain self-insurance claims
and fund expenditures which were financed by the issuance of the Series 2015A, 2016A and
2016B bonds. Restricted cash balances were $24,790,563 and $26,044,573 as of September 30,
2022 and 2021, respectively.

Accounts Receivable

Accounts receivable consist primarily of amounts owed by various governmental agencies,
insurance companies and patients. TMH, Inc. manages these receivables by regularly reviewing
the accounts and contracts and by recording appropriate price concessions. Amounts TMH, Inc.
receives for treatment of patients covered by governmental programs and third-party payors as well
as directly from patients are subject to both explicit and implicit price concessions. TMH, Inc.
estimates these price concessions using contractual agreements, discount policies, and historical
experience. TMH, Inc. records price concessions in the period of service based on the analysis
and consideration of these factors.

Investments

Short-term investments consist primarily of certificates of deposit with maturities of less than

one year, money market funds, corporate obligations, mutual funds, U.S. government and agency
obligations and private real estate funds. Long-term investments consist primarily of private
equities. All investments in debt securities and marketable equity securities with readily
determinable fair values are measured at fair value in the accompanying consolidated balance
sheets. Investment income or loss (including unrealized gains and losses on investments, interest
and dividends) is included in the (deficit) excess of revenues over expenses except for income or
loss that is restricted by donor or law. Unrealized gains and losses on short-term and long-term
investments classified as other than trading securities are excluded from the (deficit) excess of
revenues over expenses. TMH, Inc. evaluates the nature and classification of securities on a
periodic basis under Accounting Standards Codification (“ASC”) 958, Not-for-Profit Entities (“ASC
958”). Such securities are classified as trading securities.

Assets Limited as to Use

Assets limited as to use include assets held by trustees under indenture agreements and self-
insurance trust arrangements. Amounts required to meet current liabilities of the Hospital have
been presented as current assets in the accompanying consolidated balance sheets. Assets
limited as to use held by trustees under self-insurance trust arrangements are classified as trading
securities and stated at fair market value. Amounts consist of cash and cash equivalents, U.S.
government and agency obligations, mutual funds, corporate bonds and equities. The Hospital
evaluates the nature and classification of securities on a periodic basis and has designated all
securities as trading.

Inventories
Inventories consist principally of unused supplies and are stated at the lower of cost (first-in,
first-out method) or net realizable value.



Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
September 30, 2022 and 2021

Property and Equipment
Property and equipment are stated at cost. Depreciation and amortization are computed on the
straight-line method over the estimated useful lives of the assets generally as follows:

Estimated
Useful Lives
Building and building improvements 5-40
Leasehold improvements 5-25
Equipment 3-20

Expenditures for additions and improvements are capitalized. Costs incurred to acquire material
and services associated with obtaining and installing internal-use software and payroll costs
directly spent on the installation of such software are capitalized. Training and maintenance fees
are expensed as incurred. Expenditures for maintenance and repairs are charged to operations as
incurred. Upon sale or retirement of depreciable assets, the related cost and accumulated
depreciation are removed from the respective accounts and any gain or loss is included in other
revenues and expenses, net.

Lease Accounting

Effective October 1, 2021, TMH, Inc. adopted ASU 2016-02, Leases (Topic 842). TMH, Inc. leases
property and equipment under finance and operating leases and determines if an arrangement is a
lease at the inception of the contract. Right-of-use (“ROU”) assets represent the right to use an
underlying asset for the term of the agreement and lease liabilities represent our obligation to make
lease payments arising from the agreement. For leases with terms greater than 12 months, ROU
assets and liabilities are recognized at the commencement date at the present value of periodic
payments over the lease term. Pursuant to ASU 2021-09, TMH, Inc. has made a policy election to
use a risk-free discount rate (the rate of a zero-coupon U.S. Treasury instrument) for the
measurement of all lease liabilities. The risk-free rate is determined using a period comparable with
the lease term. The ROU asset includes periodic payments and excludes incentives. The term of
the agreement may include renewal or termination options when it is reasonably certain such
options will be exercised. As part of the adoption of ASC 842 in the prior year, TMH, Inc. elected
the package of practical expedients permitted under the transition guidance within the standard,
which allows the carry forward of the historial lease classification. TMH, Inc. also adopted the
hindsight practical expedient which resulted in the shortening of lease terms for certain existing
leases and the useful lives of corresponding leasehold improvements.

Debt Issuance Costs

Debt issuance costs incurred in connection with the bond issuances are amortized over their
respective terms utilizing the straight-line method, which approximates the effective interest
method. Debt issuance costs of approximately $2,938,000, net of accumulated amortization of
approximately $591,000 and $506,000 at September 30, 2022 and 2021, respectively, remain to be
amortized over future periods and are included in long-term debt in the accompanying consolidated
balance sheets.

Accrued Self-Insurance Liabilities

The provisions for estimated self-insured professional liability (malpractice), workers’ compensation
and employee health include estimates of the ultimate costs for both reported claims and claims
incurred but not reported. The current portion of professional liability, workers’ compensation and
employee health are included in other current liabilities and the long-term portion is included in
other liabilities in the consolidated balance sheets.

10



Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
September 30, 2022 and 2021

Net Assets

Net assets without donor restrictions include undesignated amounts as well as amounts designated
by the board for a specific purpose. Net assets with donor restrictions are held by the Foundation
and consist primarily of amounts contributed to the Foundation by donors with purpose and/or time
restrictions. The Company also has net assets with donor restrictions that are perpetual in nature.
Earnings on these assets are available for use as specified by the donors.

Net Patient Service Revenues

Net patient service revenues are 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.

(Deficit) Excess of Revenues Over Expenses

The consolidated statements of operations include the (deficit) excess of revenues over expenses.
Changes in net assets without donor restrictions which are excluded from (deficit) excess of
revenues over expenses, consistent with industry practice, include net assets released from
restrictions used for program services and purchases of equipment and the change in pension
liability.

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 net patient
service revenue.

Contributions Received

The Foundation reports gifts of cash and other assets as net assets with donor restrictions 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, net assets with donor restrictions are reclassified as net assets without donor
restrictions and reported in the consolidated statements of operations as net assets released from
restrictions. Donor-restricted contributions, other than for equipment, whose restrictions are met
within the same year as received are reported as net assets without donor restrictions in the
accompanying consolidated financial statements.

The Foundation reports gifts of land, buildings and equipment as unrestricted support unless
explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived assets
with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets
that must be used to acquire long-lived assets are reported as restricted support. The Foundation
reports expirations of donor restrictions when the donated or acquired long-lived assets are placed
in service.

Other Revenues and Expenses, Net

Other revenues and expenses, net consist primarily of interest income, components of net periodic
pension benefits other than the service cost component, rental income and the related rental
expenses incurred to maintain rental property and the total change in the fair value of the derivative
instruments and self-insurance trust fund.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
September 30, 2022 and 2021

Derivatives

On March 22, 2001, the Hospital entered into a “Basis Rate Swap” agreement with a financial
institution to receive or pay the spread between two variable interest rates for a notional amount
equal to the outstanding principal on the Series 2000 Bonds. The Series 2000 Bonds were
refunded with the proceeds from the Series 2015A Health Facilities Revenue Refunding Bonds;
consequently, the Basis Rate Swap agreement was amended effective May 28, 2015 with a
financial institution on the same terms and conditions as the original agreement dated March 22,
2001.

On January 7, 2016, the Hospital entered into a “Total Return Swap” agreement with a financial
institution, to pay a floating rate amount defined as 70% of the one month maturity
USD-LIBOR-BBA plus the Spread and receive a fixed amount of 5.25% on the notional amount
based on the Series 2016B Health Facilities Revenue Bonds. Effective July 25, 2019, the Hospital
and the financial institution amended the terms of Total Return Swap agreement to extend the
termination date to July 25, 2024 from February 2, 2021 and change the floating rate to the
weighted average USD-SIFMA Municipal Swap Index plus the Spread.

The purpose of the swap agreements is to reduce interest costs over the life of the debt
obligations. However, the swap agreements do not meet the definition of a hedge. Consequently,
changes in the fair value of the instruments are required to be recorded in other revenues and
expenses, net in the accompanying consolidated statements of operations.

TMH, Inc. recognizes the asset or liability for the derivative instruments on the consolidated
balance sheets at fair value. At September 30, 2022 and 2021, the fair value of the Basis Rate
Swap was a liability of approximately $246,000 and $147,000, respectively, and the fair value of
the Total Return Swap was an asset of approximately $333,000 and $3,973,000, respectively. The
net fair value of the derivative instruments at September 30, 2022 and 2021 was an asset of
approximately $87,000 and $3,826,000, respectively, which is included in other assets in the
accompanying consolidated balance sheets. The fair values of the derivatives were estimated
using the present value of expected discounted future cash flows based on the maturity date. The
changes in the fair value of the derivative instruments required the recording of a (loss) gain of
approximately ($3,740,000) and $464,000 in other revenues and expenses, net, in the
accompanying consolidated statements of operations for the years ended September 30, 2022 and
2021, respectively.

The Hospital received funds related to the Basis Rate Swap of approximately $36,000 and $28,000
for the years ended September 30, 2022 and 2021, respectively, which is recorded in other
revenues and expenses, net in the accompanying consolidated statements of operations. The
Hospital received funds related to the Total Return Swap of approximately $4,312,000 and
$4,341,000 for the years ended September 30, 2022 and 2021, respectively, which is recorded as
a reduction to net interest expense in the accompanying consolidated statements of operations.
Furthermore, the Hospital was required to post collateral in the amount of approximately
$1,130,000 and $50,000 at September 30, 2022 and 2021, respectively, as part of the margin call
related to the Basis Rate Swap. The cash collateral is recorded in assets limited as to use in the
accompanying consolidated balance sheets.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
September 30, 2022 and 2021

Fair Value Measurements

TMH, Inc. accounts for fair value in accordance with ASC 820, Fair Value Measurements

(“ASC 820”). ASC 820 defines fair value, establishes a framework for measuring fair value under
generally accepted accounting principles and enhances disclosures about fair value
measurements. Fair value is defined under ASC 820 as the exchange price that would be received
for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous
market for the asset or liability in an orderly transaction between market participants on the
measurement date.

ASC 820 establishes a hierarchy of valuation inputs based on the extent to which the inputs are
observable in the marketplace. Observable inputs reflect market data obtained from sources
independent of the reporting entity and unobservable inputs reflect the entity’s own assumptions
about how market participants would value an asset or liability based on the best information
available. Valuation techniques used to measure fair value under ASC 820 must maximize the use
of observable inputs and minimize the use of unobservable inputs. The standard describes a fair
value hierarchy based on three levels of inputs, of which the first two are considered observable
and the last unobservable, that may be used to measure fair value.

The following describes the hierarchy of inputs used to measure fair value and the primary
valuation methodologies used by TMH, Inc. for financial instruments measured at fair value on a
recurring basis. The three levels of inputs are as follows:

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

Level 2 Inputs other than Level 1 that are observable, either directly or indirectly, such as
quoted prices for similar assets or liabilities; quoted prices in markets that are not
active; or other inputs that are observable or can be corroborated by observable
market data for substantially the same term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level
of input that is significant to the fair value measurement.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries

Notes to Consolidated Financial Statements
September 30, 2022 and 2021

The following tables present the financial instruments carried at fair value as of September 30,
2022 and 2021, by caption on the consolidated balance sheets by the ASC 820 valuation hierarchy

defined above:

Quoted Prices Significant
in Active Other
Markets for Observable
Identical Assets Inputs Net Asset Total
September 30, 2022 (Level 1) (Level 2) Value* Fair Value
Assets
Cash, investments and assets limited as to use
Cash and cash equivalents $ 342220632 $ - % - $ 342,220,632
Corporate obligations 2,116,810 1,512,907 - 3,629,717
Mutual funds 8,227,060 1,232,017 - 9,459,077
U.S. government and agency obligations - 10,985,594 - 10,985,594
Equities 917,518 - - 917,518
Private real estate fund - - 2,141,009 2,141,009
Total cash, investments and assets limited as to use 353,482,020 13,730,518 2,141,009 369,353,547
Swap receivable - 86,759 - 86,759
Charitable trusts, net - 1,239,445 - 1,239,445
Insurance contracts - 130,643 - 130,643
Total assets at fair value $ 353482020 $ 15,187,365 $ 2,141,009 $ 370,810,394
Quoted Prices Significant
in Active Other
Markets for Observable
Identical Assets Inputs Net Asset Total
September 30, 2021 (Level 1) (Level 2) Value* Fair Value
Assets
Cash, investments and assets limited as to use
Cash and cash equivalents $ 425821883 $ -3 - $ 425,821,883
Corporate obligations 2,320,412 2,720,766 - 5,041,178
Mutual funds 9,951,617 1,707,707 - 11,659,324
U.S. government and agency obligations - 9,085,375 - 9,085,375
Equities 1,883,417 - - 1,883,417
Private real estate fund - - 1,501,014 1,501,014
Total cash, investments and assets limited as to use 439,977,329 13,513,848 1,501,014 454,992,191
Swap receivable 3,826,872 3,826,872
Charitable trusts, net 1,464,671 1,464,671
Insurance contracts 140,113 140,113
Total assets at fair value $ 439,977,329 $ 18,945504 $ 1,501,014 $ 460,423,847

Under ASU 2015-07, investments that are measured net asset value (“NAV’) as a practical

expedient to fair value have not been classified in the fair value hierarchy. The NAV amounts
presented in the table are intended to permit reconciliation of the fair value hierarchy to the

amounts presented in the consolidated balance sheets.
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Notes to Consolidated Financial Statements
September 30, 2022 and 2021

Following is a description of TMH, Inc.’s valuation methodologies for assets and liabilities
measured at fair value.

Fair value for Level 1 is based upon quoted prices in active markets that TMH, Inc. has the ability
to access for identical assets and liabilities. Market price data is generally obtained from exchange
or dealer markets. TMH, Inc. does not adjust the quoted price for such assets and liabilities.

Fair value for Level 2 is based on quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active and model-based valuation
techniques for which all significant assumptions are observable in the market or can be
corroborated by observable market data for substantially the full term of the assets. Inputs are
obtained from various sources including market participants, dealers, and brokers.

Fair value for Level 3, is based on valuation techniques that use significant inputs that are
unobservable as they trade infrequently or not at all.

Basis Rate Swaps and Total Return Swap are valued using both observable and unobservable
inputs, such as quotations received from the counterparty, dealers or brokers, whenever available
and considered reliable. In instances where models are used, the value of the interest rate swap
depends upon the contractual terms of, and specific risks inherent in, the instrument as well as the
availability and reliability of observable inputs. Such inputs include market prices for reference
securities, yield curves, credit curves, measures of volatility, prepayment rates, assumptions for
nonperformance risk, and correlations of such inputs. The swap arrangements have inputs which
can generally be corroborated by market data and are therefore classified within Level 2.

Investments in the private real estate fund are reported at NAV as a practical expedient to estimate
fair value, which generally is the Foundation’s pro rata interest in the net assets of the fund. The
Foundation believes the NAV reported at the end of the period is representative of the price we
would receive if we sold the investment. Investments carried at NAV may be redeemed or
liquidated only after giving notice to the fund manager. Written notice must be given at least 90
days prior to calendar quarter with redemption occurring at the calendar quarter’s ending strike
price. The Foundation has the ability to redeem its interests within 155 days from the financial
statement date.

The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while TMH, Inc. believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different estimate of fair value at the reporting date.

Concentrations of Credit Risk

TMH, Inc. maintains its cash and cash equivalents with several large institutions. All accounts at
each financial institution are guaranteed by the Federal Deposit Insurance Corporation up to
$250,000 per bank. TMH, Inc. has cash deposits which exceed the federally insured deposited
amount. Management does not anticipate nonperformance by financial institutions.
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Notes to Consolidated Financial Statements
September 30, 2022 and 2021

TMH, Inc. grants credit without collateral to its patients, most of whom are local residents and are
insured under third-party payor agreements. The mix of receivables from patients and third-party
payors on a net basis at September 30, 2022 and 2021 was as follows:

2022 2021
Medicare 33 % 27 %
Medicaid 6 7
Managed care 25 23
Blue cross 17 23
Other 19 20
100 % 100 %

COVID-19 Pandemic

TMH Inc.’s operations and financial condition have been significantly impacted by the emergence
of a novel coronavirus (“COVID-19”), which has evolved into a global pandemic. On March 20,
2020, Florida Governor DeSantis issued an Executive Order prohibiting medically unnecessary,
non-urgent or nonemergency procedures or surgeries which, if delayed, would not place a patient’s
immediate health, safety, or well-being at risk. The Executive Order was subsequently lifted
effective May 4, 2020, however, while the Executive Order was in effect, patient volumes and
related revenues for most of TMH Inc’s services were significantly and adversely impacted.

In response to COVID-19 and its effects on the U.S. economy and the health care delivery system,
the Federal Government passed various stimulus bills which have provided certain financial
benefits to TMH Inc. Principal among these, on March 27, 2020, the Federal Government passed
the Coronavirus Aid, Relief, and Economic Security Act (“the CARES Act”), which allotted

$175 billion dollars to healthcare providers and suppliers through Medicare reimbursements, grants
and other direct federal payments. Under the CARES Act, TMH, Inc. received approximately
$2,282,000 and $4,511,000 as part of general and skilled nursing facility distributions from the
Provider Relief Fund, which is reported as other revenue in the accompanying consolidated
statements of operations for the years ended September 30, 2022 and 2021, respectively.

TMH Inc. recognized revenue related to the CARES Act Provider Relief Fund based on information
contained in laws and regulations, as well as interpretations issued by the Department of Health
and Human Services, governing the funding that was publicly available at September 30, 2022.

In addition, TMH Inc. also received approximately $62,472,000 in advanced payments from the
Centers for Medicare and Medicaid Services Accelerated and Advanced Payments Program under
the CARES Act during the year ended September 30, 2020. These advances have been repaid as
of September 30, 2022. As of September 30, 2021 there was an unrecouped balance of
$45,026,000 which was recorded as a current liability due to Medicare on the accompanying
consolidated balance sheet.

Furthermore, the CARES Act allowed employers to defer the deposits and payments of the
employer’s share of the Social Security taxes incurred between March 27, 2020 and December 31,
2020. TMH Inc. had deferred payment of approximately $4,794,000 and $9,588,000 of employer
taxes as of September 30, 2022 and September 30, 2021, respectively. Fifty percent of eligible
deferrals were due by December 31, 2021 and the remaining amounts of eligible deferrals are due
by December 31, 2022. Accordingly, these payroll tax deferrals are included in other current
liabilities on the accompanying consolidated balance sheet.
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Recent Accounting Pronouncements

In September 2020, the FASB issued ASU 2020-07, Presentation and Disclosures by Not-for-Profit
Entities for Contributed Nonfinancial Assets. This ASU requires non-profits to change their
financial statement presentation and disclosure of contributed nonfinancial assets, or gifts-in-kind.
TMH, Inc, adopted this ASU in the current fiscal year noting no material impact on the consolidated
financial statements and related disclosures.

In August 2018, the FASB issued ASU 2018-14, Compensation — Retirement Benefits — Defined
Benefit Plans — General (Subtopic 715-20): Disclosure Framework — Changes to the Disclosure
Requirements for Defined Benefit Plans. The amendments in ASU 2018-14 remove certain
disclosure requirements related to the amount and timing of plan assets expected to be returned to
the employer, related party disclosures, and disclosures related to plan assets measured in Level 3
of the fair value hierarchy. Additionally, ASU 2014-18 requires certain new disclosures including
disclosure of the weighted-average interest crediting rate for cash balance plans and other plans
with promised interest crediting rates and an explanation of the reasons for significant gains and
losses related to changes in the benefit obligation for the period. TMH, Inc. has adopted this
standard for the current year. See Note 12, Retirement Plans.

In November 2021, the FASB issued ASU 2021-09, Discount Rate for Lessees That Are Not Public
Business Entities. This ASU permits lessees who are not public business entities to use a risk-free
discount rate instead of its incremental borrowing rate, determined using a period comparable with
that of the lease term. TMH, Inc, adopted this ASU in the current fiscal year noting no material
impact on the consolidated financial statements and related disclosures.

Reclassification
Certain comparative figures have been reclassified to conform to the current year presentation.

2. Revenue Recognition and Accounts Receivable
Net Patient Service Revenue

The components of net patient service revenue for the years ended September 30, 2022 and 2021
are as follows:

2022 2021
Gross patient service revenue $ 4,004,276,511 $ 3,696,075,786
Contractual adjustments and other deductions (3,109,761,318) (2,852,512,866)
Net patient service revenue $ 894,515,193 $ 843,562,920

Net patient service revenue is reported at the amount that reflects the consideration to which
TMH, Inc. expects to be entitled in exchange for providing patient care. These amounts are due
from patients, third-party payors (including health insurers and government programs) and others.
Generally, TMH, Inc. bills the patient and third-party payors several days after the services are
performed and/or the patient is discharged from the facility. Revenue is recognized as
performance obligations are satisfied.
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Performance obligations are determined based on the nature of the services provided by TMH, Inc.
Revenue for performance obligations satisfied over time is recognized based on actual charges
incurred in relation to total expected or actual charges. TMH, Inc. believes that this method
provides a faithful depiction of the transfer of services over the term of the performance obligation
based on the inputs needed to satisfy the obligation. Generally, performance obligations satisfied
over time relate to patients in our hospital receiving inpatient acute care services. TMH, Inc.
measures the performance obligation from admission into the hospital to the point when it is no
longer required to provide services to that patient, which is generally at the time of discharge.
Revenue for performance obligations satisfied at a point in time is recognized when goods or
services are provided and TMH, Inc. does not believe it is required to provide additional goods or
services to the patient.

Because all of its performance obligations relate to contracts with a duration of less than one year,
TMH, Inc. has elected to apply the practical expedient provided in FASB ASC 606-10-50-14(a) and,
therefore, is not required to disclose the aggregate amounts of the transaction price allocated to
performance obligations that are unsatisfied or partially unsatisfied at the end of the reporting
period. These performance obligations are primarily related to inpatient acute care services at the
end of the reporting period. The performance obligations for these contracts are generally
completed when the patients are discharged, which generally occurs within days or weeks of the
end of the reporting period.

TMH, Inc. determines the transaction price based on standard charges for goods and services
provided, reduced by contractual adjustments provided to third-party payors, discounts provided to
uninsured patients in accordance with TMH, Inc.’s policies, and/or implicit price concessions
provided to uninsured patients. TMH, Inc. determines its estimates of contractual adjustments and
discounts based on contractual agreements, its discount policies and historical experience.

TMH, Inc. determines its estimate of implicit price concessions based on historical collection
experience.

Agreements with third-party payors typically provide for payment at amounts less than established
charges. For services provided under Medicare and Medicaid programs, inpatient acute care
services rendered to program beneficiaries are paid at prospectively determined rates per
diagnosis. These rates vary according to a patient classification system that is based on clinical,
diagnostic and other factors. Certain outpatient services rendered to Medicare beneficiaries, and
direct graduate medical education costs are paid based upon a cost reimbursement methodology.
Outpatient services are paid at a prospectively determined rate. Physician services are paid based
upon established fee schedules. TMH, Inc. is reimbursed for cost reimbursable items at a tentative
rate with final settlement determined after submission of annual cost reports by TMH, Inc. and
audits thereof by the fiscal intermediary. Payment arrangements with commercial insurance
carriers included prospectively determined rates per discharge, discounts from established
charges, and prospectively determined daily rates.

Laws and regulations concerning government programs, including Medicare, Medicaid and
Provider Relief Funds, are complex and subject to interpretation. Compliance with such laws and
regulations may also be subject to future government review and interpretation as well as
significant regulatory action, including fines, penalties and potential exclusion from related
programs. There can be no assurance that regulatory authorities will not challenge TMH, Inc.’s
compliance with these laws and regulations, and it is not possible to determine the impact (if any)
such claims or penalties would have upon TMH, Inc. In addition, the contracts TMH, Inc. has with
the commercial payors also provide for retroactive audit and review of claims.
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Cost report settlements under reimbursement agreements with Medicare and Medicaid for
retroactive adjustments due to audits, reviews or investigations are variable consideration and are
included in the determination of the estimated transaction price for providing patient care. These
settlements are estimated based on the terms of the payment agreement with the payor,
correspondence from the payor and TMH, Inc’s. historical experience. Estimated settlements are
adjusted in future periods as final settlements are determined. There is a reasonable possibility
that recorded estimates could change by a material amount in the near term. Adjustments arising
from a change in the transaction price were not significant in 2022 and 2021.

Generally, patients who are covered by third-party payors are responsible for related deductibles
and coinsurance, which vary in amount. TMH, Inc. also provides services to uninsured patients.
The transaction price for both uninsured patients and as well as insured patients with deductibles
and coinsurance is estimated based on historical experience and current market conditions. The
initial estimate of the transaction price is determined by reducing the standard charge by any
contractual adjustments, discounts and implicit price concessions. Subsequent changes to the
estimate of the transaction price are generally recorded as adjustments to patient service revenue
in the period of the change. Subsequent changes that are determined to be the result of an
adverse change in the patient’s ability to pay are recorded as bad debt expense. Bad debt
expense is reported as reduction of Net patient service revenues in the consolidated statements of
operations and was not significant for the years ended September 30, 2022 and 2021.

The composition of net patient service revenues by payor is as follows:

2022 2021
Medicare 329,751,593 316,035,492
Medicaid 86,518,728 58,569,469
Managed care 242,097,905 246,904,076
Blue cross 162,807,202 167,249,429
Other 73,339,765 54,804,454
894,515,193 843,562,920

TMH, Inc. has elected the practical expedient allowed under FASB ASC 606-10-32-18 and does
not adjust the promised amount of consideration from patients and third-party payors for the effects
of a significant financing component due to TMH, Inc’s. expectation that the period between the
time the service is provided to a patient and the time that the patient or third-party payor pays for
that service will be one year or less. However, TMH, Inc does, in certain instances, enter into
payment agreements with patients that allow payments in excess of one year. For those cases,
the financing component is not deemed to be significant to the contract.

In addition to patient service revenues, TMH, Inc. also recognizes revenue related to other, non-
patient related transactions. These transactions primarily include rental income, parking deck
revenue, donations, grants, investment income from subsidiaries and CARES Act Provider Relief
Funding. Revenue from these transactions is recognized when obligations under the terms of the
respective contract are satisfied. Revenue from these transactions is measured as the amount of
consideration TMH, Inc. expects to receive from those services. TMH, Inc. recognizes rental
income in accordance with GAAP on a straight-line basis over the lease term.
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Medicare

The Hospital’s Medicare cost reports have been audited and settled by Medicare for all years
through September 30, 2016. Approximately 37% and 38% of net patient service revenues for the
years ended September 30, 2022 and 2021, respectively, is subject to the provisions of Medicare
agreements.

Medicaid

The Hospital’'s Medicaid cost reports have been audited by the fiscal intermediary through
September 30, 2015 (2015 cost report used for 2017 rates). During fiscal year 2019, the Agency
for Health Care Administration finalized the Medicaid rate settlements for the years 2015 through
2017 (cost reports 2013-2015). The fiscal year 2015 cost report is the last cost report used for
cost-based rates.

3. Charity Care

The Hospital maintains records to identify and monitor the level of charity care it provides. These
records include the amount of charges foregone for services and supplies furnished under its
charity care policy and equivalent service statistics. The direct and in-direct costs estimated by the
Hospital related to charity care were approximately $20,699,000 and $22,013,000 as of
September 30, 2022 and 2021, respectively. The costs were estimated using the best information
available to management using the cost to charge ratio. There were no funds received related to
offsetting or subsidizing charity care.

4. Tax Status

TMH, Inc. and the Foundation are organized as Florida not-for-profit corporations and both are
exempt from federal income tax under Internal Revenue Code (the “Code”) Section 501(a) by
reason described in Section 501(c)(3) of the Code. Medicus is a disregarded entity for federal tax
purposes. SECHS is organized as a Florida not-for-profit corporation and is exempt from federal
income tax under Code Section 501(c)(25) as a property holding company. The Code provides for
taxation of certain unrelated business income of tax-exempt entities under certain circumstances.
TMHYV is organized as a Florida for-profit corporation whose income is taxable under Subchapter C
of the Code.
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5. Investments and Assets Limited as to Use

The composition of assets limited as to use at September 30, 2022 and 2021 is set forth in the
following table:

2022 2021
Held by trustee under indenture agreements
Cash, cash equivalents and short-term investments $ 21,565,619 $ 21,527,786
21,565,619 21,527,786
Held by trustee for self-insurance funding arrangements
Cash, cash equivalents and short-term investments 157,055 134,377
U.S. government and agency obligations 1,868,052 -
Mutual funds 1,232,017 1,707,707
Equities 890,218 1,856,117
Corporate obligations 1,512,908 2,720,766
5,660,250 6,418,966

Held by trustee as swap collateral
Cash 1,130,000 50,000

$ 28,355,869 $ 27,996,753

Short-term and long-term investments, stated at fair value, at September 30, 2022 and 2021

include
2022 2021
Cash and cash equivalents $ 482,479 $ 2,877,245
Corporate obligations 2,116,809 2,320,412
Certificates of deposit 1,455,409 1,455,166
Private equities 27,300 27,300
U.S. government and agency obligations 9,117,542 9,085,375
Mutual funds 8,227,060 9,951,617
Private real estate fund 2,141,009 1,501,014
23,567,608 27,218,129
Less: Long-term investments (27,300) (27,300)
Short-term investments $ 23,540,308 $ 27,190,829
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Investment return including net realized/unrealized (losses)/gains for assets limited as to use, cash
equivalents, and other investments are comprised of the following for the years ended
September 30, 2022 and 2021:

2022 2021

Investment return
Investment income

Without donor restrictions $ 1,658,810 $ 1,216,407

With donor restrictions 485,258 781,986
Net realized losses on sales of trading securities

Without donor restrictions (268,305) (227,964)

With donor restrictions (251,799) (168,630)
Net unrealized (losses) gains on trading securities

Without donor restrictions (2,311,342) 1,414,667

With donor restrictions (1,457,113) 510,792

Total investment return (2,144,491) 3,527,259

6. Liquidity and Availability of Resources

As of September 30, 2022, TMH, Inc. has working capital of $421,992,000 and average days cash
on hand of 141 days.

Financial assets available within one year to cover general expenditures are comprised of:

2022 2021

Cash and cash equivalents $ 317,430,070 $ 399,777,309
Accounts receivable, net 112,694,326 91,935,351
Short-term investments 23,540,308 27,190,829
Estimated third-party payor settlement receivable 8,418,973 -

Total current financial assets 462,083,677 518,903,489
Less: Amounts not available
Donor restricted funds 22,524,622 24,198,066

Financial assets available to be used within one year $ 439,559,065 $ 494,705,423

As part of TMH, Inc.’s liquidity management plan, cash in excess of daily requirements is invested
in either money market funds, short-term investments or long-term investments. Investment
decisions are made based on anticipated liquidity needs, such that financial assets are available as
general expenditures, liabilities, and other obligations come due.

As of September 30, 2022, TMH, Inc. was in compliance with financial covenants as discussed in
Note 10, Long-Term Debt.
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7. Property and Equipment

Property and equipment as of September 30, 2022 and 2021 is summarized as follows:

2022 2021
Land $ 33,848,805 $ 33,301,187
Buildings 627,178,378 615,772,718
Equipment 354,151,625 351,090,744
Leasehold improvements 9,050,148 9,029,075
1,024,228,956 1,009,193,724
Less: Accumulated depreciation (556,871,499) (524,473,917)
467,357,457 484,719,807
Construction-in-progress 10,096,408 6,738,568
Projects-in-progress 3,667,792 4,089,343
Property and equipment, net $ 481,121,657 $ 495,547,718

Depreciation expense for the years ended September 30, 2022 and 2021 was approximately
$39,240,000 and $40,835,000, respectively. Depreciation expense on office space rental property
for the years ended September 30, 2022 and 2021 was approximately $1,056,000 in each year and
was included in other revenues and expenses, net in the accompanying consolidated statements of
operations. Construction-in-progress at September 30, 2022 consisted of routine facility
renovations. Estimated costs to complete are approximately $10,326,000.

8. Leases

The Hospital leases substantially all of its property and equipment from the City of Tallahassee
under the terms of a lease, as amended, which expires in September 2062. The lease is
automatically extended one year each September 30 unless the City of Tallahassee or the Hospital
elects to nullify that year’s extension. Any such election will not affect automatic renewals in future
years. Property and equipment acquired by the Hospital becomes a part of the leased properties
but are owned by the City of Tallahassee and are subject to the terms of the lease agreement.
Obligations incurred for such acquisitions are the direct responsibility and liability of the Hospital.
The Hospital leases the facility for $1 per year and is responsible for payment of related taxes,
insurance, operating expenses and capital improvements of the property and equipment.

The Hospital leases certain property and equipment subject to various leases and service
agreements. Agreements with an initial term of twelve months or less are not recorded on the
balance sheet; the expense from these agreements are recognized as lease expense over the term
of the agreement. Some agreements include options to renew that can extend the agreement term
from one to ten years. The exercise of the renewal term is at the Hospital's sole discretion. The
depreciable life of assets and leasehold improvements are limited by the expected term of the
agreement unless there is a transfer of title or purchase option that is reasonably certain of
exercise. The agreements do not contain any material residual value guarantees or material
restrictive covenants.
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The following table presents the components of the right-of-use assets and liabilities and their
classification as of September 30:

Component of Classification in Consolidated

Lease Balances Balance Sheets 2022 2021
Assets
Operating lease assets $ 8,424,179 $ 7,882,023
Finance lease assets Property and equipment, net 11,480,713 12,506,238
Total leased assets $ 19,904,892 $ 20,388,261
Liabilities
Operating lease liabilities
Current $ 2,562,779 $ 2,586,481
Long-term 5,925,830 5,375,050
Total operating lease liabilities 8,488,609 7,961,531
Finance lease liabilities
Current Current portion of long-term debt 913,530 812,953
Long-term Long-term debt, net of current portion 17,024,169 17,937,699
Total finance lease liabilities 17,937,699 18,750,652
Total lease liabilities $ 26426308 $ 26,712,183
Maturity of Lease Liabilities
Operating Finance
Leases Leases Total
2023 2,864,586 1,980,731 4,845,317
2024 2,380,708 2,030,249 4,410,957
2025 1,641,336 2,081,006 3,722,342
2026 783,118 2,133,031 2,916,149
2027 503,684 2,186,357 2,690,041
Thereafter 851,284 14,740,194 15,591,478
Total lease payments 9,024,716 25,151,568 34,176,284
Less: Imputed interest (536,107) (7,213,869) (7,749,976)
Present value of leases 8,488,609 17,937,699 26,426,308
Less: Current portion (2,562,779) (913,530) (3,476,309)
Long term portion of leases 5,925,830 17,024,169 22,949,999

At September 30, 2022 and 2021, the weighted average remaining lease term for operating leases
is 4.3 years and 3.6 years, respectively, and the weighted average discount rate is 3.20% and
3.96%, respectively. For finance leases, the weighted average remaining lease term is 11.2 years
and 12.2 years as of September 30, 2022 and 2021, respectively, and the weighted average
discount rate is 6.0%. During fiscal year ending September 30, 2022, operating cash flows from
operating leases and finance leases were approximately $2,969,000 and $813,000, respectively.
During fiscal year ending September 30, 2021, operating cash flows from operating leases and
finance leases were approximately $3,381,000 and $719,000, respectively. During fiscal years
ending September 30, 2022 and 2021, operating ROU assets amortization expense was
approximately $2,953,000 and $3,461,000, respectively.
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9. Other Liabilities

Other liabilities consist of the following at September 30, 2022 and 2021:

Workers' compensation liability

Self-insured professional liability

Agency for HealthCare Administration statutory liability
Deferred compensation arrangement

Other liability

Deferred employer payroll taxes

Obligation for supplemental executive retirement benefits
Security deposits held

10. Long-Term Debt

A summary of long-term debt obligations at September 30, 2022 and 2021 follows:

Healthcare Facilities Revenue Refunding Bonds, Series
2015A, interest of 4.0% to 5.25% at September 30, 2022
and 2021, final maturity December 2044.

Healthcare Facilities Revenue Bonds, Series
2016A, interest of 4.0% to 5.25% at September 30, 2022
and 2021, final maturity December 2055.

Healthcare Facilities Revenue Bonds, Series

2016B, interest of 5.25% at September 30, 2022 and
2021, final maturity December 2051.

Finance lease obligations

Add: Net unamortized bond premium and bond issuance costs
Total long-term debt

Less: Current portion
Long-term portion

2022 2021
2,190,427 1,920,860
29,399,280 21,528,583
7,002,000 6,696,000
4,147,525 4,461,177
- 380,000
- 4,793,736
2,996,101 3,550,355
2,500 2,500
45,737,833 43,333,211
2022 2021
107,290,000 107,290,000
133,535,000 136,515,000
100,000,000 100,000,000
17,937,699 18,750,652
358,762,699 362,555,652
8,875,584 10,777,695
367,638,283 373,333,347
(3,998,529) (3,792,954)
363,639,754 369,540,393

On May 28, 2015, the Obligated Group, with the City of Tallahassee acting as a conduit, issued
HealthCare Facilities Revenue Refunding Bonds, Series 2015A, in the amount of $107,290,000,
the proceeds of which were used for the refunding of the outstanding (a) Health Facilities Revenue
Bonds, Series 1992B, (b) Health Facilities Revenue Bonds, Series 2000, (c) Series 2015 Notes,
and (d) to pay the costs of issuance of the Series 2015A Bonds. The Series 2015A Bonds are

collateralized by the revenues of the Hospital.
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1.

On February 2, 2016, the Obligated Group, with the City of Tallahassee acting as a conduit, issued
Health Facility Revenue Bonds, Series 2016A, in the amount of $150,000,000, the proceeds have
been used for providing funds, together with other available funds, for the construction of the M.T.
Mustian Center. The Series 2016A Bonds are collateralized by the revenues of the Hospital.

On February 2, 2016, the Obligated Group, with the City of Tallahassee acting as a conduit, issued
Health Facility Revenue Bonds, Series 2016B, in the amount of $100,000,000, the proceeds have
been used for providing funds, together with other available funds, for the construction of the M.T.
Mustian Center. The Series 2016B Bonds are collateralized by the revenues of the Hospital.

The bond trust indentures require compliance with various restrictive covenants, such as minimum
debt service coverage ratios, and include maintenance of certain debt service funds. The Hospital
was in compliance with the various restrictive financial covenants at September 30, 2022 and 2021.

All entities under TMH, Inc., apart from SECHS, TMHV, Medicus and the Foundation, are part of
the Obligated Group responsible for the repayment of these bonds per the bond indentures.

Scheduled maturities on long-term debt are as follows:

Long-term
Debt

Years ending

2023 $ 3,085,000
2024 3,190,000
2025 3,305,000
2026 3,420,000
2027 3,540,000
Thereafter 324,285,000

$ 340,825,000

Self-Insurance

The Hospital maintains a self-insured retention (“SIR”) for professional liability insurance on a
claims-made basis and general liability on an occurrence-made basis. In addition, the Hospital has
excess insurance coverage through a commercial insurance policy in the amount of $25 million per
event and $25 million in aggregate. Since May 1, 2005, the SIR has been and is currently the first
$3,000,000 of each professional or general liability claim. Effective dates and amount of

Hospital's SIR are as follows:

Effective Dates SIR Amount

August 1, 2021 to present $ 4,000,000
May 1, 2005 to July 31, 2021 3,000,000
May 1, 2003 to April 30, 2005 5,000,000
March 28, 2002 to April 30, 2003 3,000,000
March 15, 2001 to March 27, 2002 1,000,000
January 1, 1989 to March 14, 2001 250,000
Prior to January 1, 1989 100,000
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Professional and general liability claims, including amounts for which the Hospital maintains

an SIR, have been asserted by various claimants in addition to claims which may be asserted for
known incidents occurring through September 30, 2022. The asserted claims are in various stages
of processing and some may ultimately be brought to trial. Moreover, additional claims arising from
services provided to patients in the past may be asserted. The Hospital has engaged an
independent actuary to assist in the computation of an accrual for self-insurance of professional
liability coverage. The actuarial computations were based upon an evaluation of past incidents.

An undiscounted liability of approximately $38,250,000 and $34,572,000 has been recorded at
September 30, 2022 and 2021, respectively, representing management’s best estimates based
upon the actuarial computations.

On May 1, 2005, the Hospital entered into a captive arrangement with Health Care Casualty Risk
Retention Group, Inc. (“‘HCCR”) for professional and general liability reinsurance coverage. HCCR
was incorporated under the Captive Insurance Company Act of 2004 and the District of Columbia
Business Corporation Act, D.C. Code, 2001 edition, on December 14, 2004. HCCR was added to
the list of registered Risk Retention Groups by the state of Florida on March 8, 2005. In addition,
the Hospital owns shares of Health Care Casualty Insurance Limited (the “Captive”) which was
incorporated as a limited liability company under the Companies Law of the Cayman Islands on
August 30, 2002 and holds an unrestricted Class “B” Cayman Islands insurer’s license under
Section 4(2) of the Cayman Islands Insurance Law. The license enables the Captive to transact
insurance business, other than domestic business, from within the Cayman Islands. The Cayman
Islands Monetary Authority has imposed a minimum capital requirement of $120,000.

During the period May 1, 2005 to July 31, 2014, HCCR provided professional and general liability
coverage of $20,000,000 per occurrence in excess of the SIR. During the period August 1, 2014 to
July 31, 2016, HCCR provided professional and general liability coverage of $25,000,000 per
occurrence in excess of the SIR. Effective August 1, 2016, the owners of the Captive and HCCR
have elected to no longer issue policies of professional and general liability insurance. The Boards
of Directors of the Captive and HCCR are winding down the operations of both companies and will
obtain any regulatory approvals for such actions and provide for payment of any outstanding
liabilities.

The Hospital is self-insured for workers’ compensation up to $750,000 per occurrence and has
purchased excess coverage from commercial carriers up to the amount allowed by Florida
Statutes. A liability of approximately $3,041,000 and $2,772,000 has been recorded at
September 30, 2022 and 2021, respectively.

The combined liability for professional liability and workers’ compensation self-insurance at
September 30, 2022 and 2021 was as follows:

2022 2021
Other current liabilities $ 9,701,806 $ 12,888,397
Other liabilities 31,589,707 23,449,443

$ 41,291,513 $ 36,337,840
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Retirement Plans

The Hospital maintains a noncontributory defined benefit pension plan (the “Plan”) covering
substantially all employees through the date the Plan was frozen as described in the following
paragraph. The Plan’s benefits are based on years of service and the employees’ compensation
during the highest five years of credited service. TMH, Inc.’s funding policy is to contribute
annually the minimum amount permitted under ERISA using the Projected Unit Credit Actuarial
Cost Method. Plan assets consist primarily of listed stocks, corporate bonds, government bonds
and notes, and mutual funds.

On October 20, 2004, the Board of Directors of TMH, Inc. approved a resolution to freeze benefit
accruals under the Plan effective December 31, 2004. While continued service after December 31,
2004 will count towards eligibility for early retirement benefits and vesting purposes, no service or
compensation after December 31, 2004 will be considered for benefit accruals.

The Hospital accounts for the Plan in accordance with ASC 715, Compensation -Retirements
(“ASC 715”). ASC 715 requires an employer to recognize the net funded status of defined benefit
pensions and other postretirement benefit plans as an asset or liability in its balance sheet and to
recognize changes in the funded status through net assets. Additional minimum pension liabilities
and related intangible assets were derecognized upon adoption of ASC 715. For pension plans,
the benefit obligation is the projected benefit obligation; for other postretirement plans, the benefit
obligation is the accumulated postretirement benefit obligation.

The following table sets forth the approximate change in projected benefit obligation, change in
plan assets, weighted average assumptions and component of net periodic pension income for the
Plan:

2022 2021

Accumulated benefit obligation $ 340,538,630 $ 447,287,465
Change in projected benefit obligation
Projected benefit obligation, beginning of year $ 447,287,465 $ 469,832,192
Interest cost 12,776,178 13,178,763
Actuarial gain (98,083,573) (14,736,022)
Benefits paid (21,441,440) (20,987,468)
Projected benefit obligation, end of year 340,538,630 447,287,465
Change in plan assets
Plan assets at fair value, beginning of year 528,167,783 491,953,094
Employer contributions - -
Actual return on plan assets (58,612,208) 57,202,157
Benefits paid (21,441,440) (20,987,468)
Plan assets at fair value, end of year 448,114,135 528,167,783

Funded status $ 107,5755505 $ 80,880,318
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The projected benefit obligation actuarial gain in 2022 was due primarily to an increase in the
discount rate used to measure plan liabilities. The projected benefit obligation actuarial gain in
2021 was due primarily to changes in mortality assumptions and an increase in the discount rate
used to measure plan liabilities.

2022 2021
Reconciliation of funded status
Projected benefit obligation at end of year $ (340,538,630) $ (447,287,465)
Fair value of assets at end of year 448,114,135 528,167,783
Funded status at end of year $ 107575505 $ 80,880,318
2022 2021
Amounts recognized in net assets without donor restrictions
Net loss $ 16,015917 $ 37,394,279
Total amount recognized $ 16,015,917 $ 37,394,279
Changes recognized in net assets without donor restrictions
Net actuarial gain
Net actuarial gain from liabilities $ (98,083,573) $ (14,736,022)
Net actuarial loss (gain) from assets 76,705,211 (39,152,129)
Total net actuarial gain (21,378,362) (53,888,151)
Amortization of actuarial loss - (4,676,347)
Net change in net assets without donor restrictions $ (21,378,362) $ (58,564,498)
2022 2021
Weighted average assumptions for benefit
obligations at September 30
Discount rate 5.53 % 2.93 %
Rate of increase in future compensation levels N/A N/A
Weighted average assumptions for net periodic
benefit income at September 30
Discount rate 293 % 2.87 %
Expected return on plan assets 3.50 % 3.75%
Rate of compensation increase N/A N/A
Components of net periodic pension income
Interest cost $ 12,776,178  $ 13,178,763
Expected return on plan assets (18,093,003) (18,050,028)
Amortization of actuarial loss - 4,676,347
Net periodic pension income $ (5,316,825) $ (194,918)
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The components of net periodic pension income other than the service component are included in
other revenues and expenses, net in the accompanying consolidated statements of operations.

The Plan assets are administered by a trustee and are invested in the following percentages in
various instruments at September 30, 2022 and 2021

2022 2021
Mutual funds and short-term investments 9% 7%
Equity securities 18 19
Debt securities 73 74
100 % 100 %

The fair value of the Plan’s assets at September 30, 2022 and 2021 are as follows:

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable

Identical Assets Inputs Inputs Total
September 30, 2022 (Level 1) (Level 2) (Level 3) Fair Value
Non interest bearing cash $ 155,357 $ - $ - $ 155,357
Short-term investments 38,472,340 - - 38,472,340
Corporate bonds and notes - 46,619,525 - 46,619,525
U.S. government and agency obligations - 48,700,445 - 48,700,445
Common stocks 314,166,468 - - 314,166,468

Total investments $ 352,794,165 $ 95,319,970 $ - $ 448,114,135
Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable

Identical Assets Inputs Inputs Total
September 30, 2021 (Level 1) (Level 2) (Level 3) Fair Value
Non interest bearing cash $ 124,214  $ - $ - $ 124,214
Short-term investments 35,107,053 - - 35,107,053
Corporate bonds and notes - 59,767,180 - 59,767,180
U.S. government and agency obligations - 57,904,568 - 57,904,568
Common stocks 375,264,768 - - 375,264,768

Total investments $ 410,496,035 $ 117,671,748 $ - $ 528,167,783

Future benefit payments for years ending September 30 are as follows:
2023 $ 23,175,408
2024 23,847,582
2025 24,392,077
2026 24,853,631
2027 25,109,853
2028-2033 152,539,835

$ 273,918,386

The Hospital expects to contribute $0 to the Plan for the year ending September 30, 2023.
Estimated amounts to be amortized out of net assets without donor restrictions for the year ending
September 30, 2023 are $0.
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Investment Strategy

The asset allocation and investment strategy of the Plan is designed to earn superior returns

on Plan assets consistent with a reasonably prudent level of risk. Investments are diversified
across classes, sectors, and manager style to minimize the risk of large losses. The Hospital uses
investment managers specializing in each asset category and, where appropriate, provides the
investment managers with specific guidelines, which include allowable and/or prohibited investment
types. The Hospital regularly monitors manager performance and compliance with investment
guidelines.

Expected Rate of Return

The expected long-term rate of return on Plan assets is based on historical and projected rates of
return for current and planned asset categories in the Plan’s investment portfolio. Assumed
projected rates of return for each asset category were selected after analyzing historical experience
and future expectations of the returns and volatility for assets of that category using benchmark
rates. Based on target asset allocation among the asset categories, the overall expected rate of
return for the portfolio was developed and adjusted for historical and expected experience of active
portfolio management results compared to benchmark returns for the effect of expenses paid from
Plan assets.

Retirement Savings Plan

During the year ended September 30, 2005, the Hospital established the Tallahassee Memorial
HealthCare 401(A) Retirement Savings Plan (the “Savings Plan”), a qualified defined contribution
plan covering all employees who are at least 21 years of age and have completed one year of
service. TMH, Inc. contributes 4% of eligible income to each eligible employee and an additional
matching contribution up to 2% of eligible income. Participants become fully vested after

three years of service. The contribution required under the Savings Plan for the years ended
September 30, 2022 and 2021 was approximately $12,957,000 and $12,562,000, respectively.
These contributions have been included in salaries, wages and benefits expense in the
accompanying consolidated statements of operations. Additionally, the amounts due to the
Savings Plan as of September 30, 2022 and 2021 were approximately $1,543,000 and $1,894,000,
respectively, and are included in accounts payable and accrued expenses in the accompanying
consolidated balance sheets.

Net Assets with Donor Restrictions

The Foundation operates under the Florida Uniform Management of Institutional Funds

Act (“FUMIFA”). The FUMIFA defines an endowment fund as an institutional fund or part thereof
that, under the terms of a gift instrument, is not wholly expendable by the institution on a current
basis. Furthermore, FUMIFA allows a governing board to expend that amount of an endowment
fund determined to be prudent for the uses, benefits, purposes, and duration for which the
endowment fund is established. In accordance with FUMIFA, the Foundation considers the
following in expenditure decisions for its endowment funds:

e  The duration and preservation of the endowment fund

e  The purposes of the Foundation and the endowment fund

. General economic conditions

e  The possible effect of inflation or deflation

31



Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
September 30, 2022 and 2021

e  The expected total return from income and the appreciation of investments
e  Other resources of the Foundation
e  The investment policy of the Foundation

The Foundation’s endowments consist of individual donor restricted endowment funds and
quasi-endowment funds which are internally designated by the Board of Trustees for a variety of
purposes plus pledges receivable where the assets have been designated for endowment. The net
assets associated with endowment funds including funds internally designated by the Board of
Trustees to function as endowments, are classified and reported based on the existence or
absence of donor-imposed restrictions in a manner consistent with the standard of prudence
prescribed by FUMIFA.

The Foundation’s investment policy requires the endowed assets be invested for the sole interest
of the Foundation and with the same care, skill and diligence as a prudent investor would use in a
similar capacity. The endowed investments should earn the spending rate of the endowment, plus
inflation, and preserve the assets for the Foundation. In addition, the endowed investments should
outperform a blended benchmark consisting of 60% Russell 3000 and 40% Barclays Aggregate,
over a 3 and 5 year time period, respectively.
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Net assets with donor restrictions are restricted for future time periods or for the following purposes
at September 30, 2022 and 2021:

2022 2021

Nonendowed net assets
Animal therapy $ 176,308 $ 155,932
Behavioral health 258,669 182,652
Cancer 3,696,988 4,052,949
Colleague relations 339,026 429,005
Covid19 110,022 104,270
Emergency 192,043 223,385
Family care 836,891 930,676
Heart and vascular 432,304 477,003
Laboratory 79,725 95,887
Medical staff 36,868 42,387
Metabolic 962,918 1,135,676
Music therapy 100,934 129,478
Neurosciences 133,751 291,854
Nursing 325,896 364,723
Other 457,506 442 574
Rehabilitation 225,771 303,915
Surgery 137,951 146,973
Time-restricted for future periods 1,162,072 1,326,874
Women's and children's 2,541,916 3,001,143

Total nonendowed net assets 12,207,559 13,837,356
Endowed net assets
Animal therapy 236,283 240,486
Behavioral health 171,203 177,509
Cancer 1,186,573 1,234,282
Colleague relations 644,172 608,680
Emergency 357,954 370,711
Family care 1,120,637 1,157,682
Heart and vascular 509,230 524,026
Laboratory 193,093 98,824
Medical staff 64,215 66,581
Metabolic 1,998,708 1,924,201
Music therapy 345,227 257,943
Neurosciences 1,937,645 2,092,166
Nursing 215,626 222,054
Other 610,244 632,641
Rehabilitation 333,595 345,832
Women's and children's 392,658 407,092

Total endowed net assets 10,317,063 10,360,710

Total net assets with donor restrictions $ 22524622 $ 24,198,066
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Net assets were released from donor restrictions during the years ended September 30, 2022 and
2021 by incurring expenses satisfying the restricted purpose or by occurrence of other events
specified by donors.

Purpose restrictions accomplished during the years ended September 30, 2022 and 2021 were as

follows:
2022 2021

Animal therapy $ 9,751 $ 13,228
Cancer 656,426 327,717
Colleague relations 16,361 33,865
Covid19 14,147 164,671
Emergency 3,529 16,620
Family care 86,329 62,352
Heart and vascular 36,825 7,742
Laboratory 2,220 -
Metabolic 4,468 7,939
Music therapy - 300
Neurosciences 213,582 89,115
Nursing 69,095 11,640
Other 18,840 8,432
Rehabilitation 49,049 26,737
Surgery 9,483 4,133
Women's and children's 835,637 658,044

Total restrictions satisfied $ 2,025,742 $ 1,432,535

14. Financial Instruments

The carrying amount of certain of TMH, Inc.’s financial instruments (including cash and cash
equivalents, short-term investments, and assets limited as to use) approximates fair value because
of their relatively short maturities. Long-term investments consist of marketable equity securities
and are reported in the consolidated balance sheets at fair value based on quoted market prices.

15. Commitments

TMH, Inc. has no future minimum payments under noncancelable maintenance agreements as of
September 30, 2022.

16. Contingencies

In the normal course of business, the Hospital is subject to various litigation and claims such as
labor-related and other matters. Management has analyzed such pending unresolved disputes and
estimated the potential cost of settlements, legal fees and other costs associated with an
unfavorable outcome. The consolidated financial statements include accruals related to these
disputes. In the opinion of management, after consultation with legal counsel, no other material
liabilities are likely to result from the ultimate disposition of such matters.
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17.

18.

Functional Expenses

TMH, Inc. provides general health care services to residents within its geographic region.

TMH, Inc.’s financial statements report certain expense categories that are attributable to more
than one function. Therefore, these expenses require an allocation on a reasonable basis that is
consistently applied. Costs not directly attributable to a function, including depreciation, interest
and other occupancy costs, are allocated to a function based on a square footage or units of
service basis. Expenses relating to providing these services are as follows:

September 30, 2022

General and
Program Administrative Fundraising Total
Salaries, wages and benefits $ 403,209,046 $ 41,368,882 $ 709,125 445,287,053
Supplies and other 301,321,607 36,021,347 846,001 338,188,955
Professional fees 68,198,475 15,753,650 - 83,952,125
Depreciation and amortization 34,454,529 4,779,660 5,339 39,239,528
Interest expense 13,312,701 27,267 - 13,339,968
Total expenses $ 820,496,358 $ 97,950,806 $ 1,560,465 920,007,629
September 30, 2021
General and
Program Administrative Fundraising Total
Salaries, wages and benefits $ 361,039,115 $ 36,233,732 $ 653,045 397,925,892
Supplies and other 292,708,769 14,773,527 172,685 307,654,981
Professional fees 77,577,540 3,295,265 - 80,872,805
Depreciation and amortization 36,045,564 4,783,954 5,314 40,834,832
Interest expense 12,933,006 (17,002) - 12,916,004
Total expenses $ 780,303,994 $ 59,069476 $ 831,044 840,204,514

Subsequent Events

TMH, Inc. has evaluated subsequent events through December 19, 2022, which is the date the

consolidated financial statements were issued.
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Report of Independent Auditors on Accompanying Consolidating Information

To the Board of Directors of
Tallahassee Memorial Healthcare, Inc.

We have audited the consolidated financial statements of Tallahassee Memorial HealthCare, Inc.
and its subsidiaries as of and for the year ended September 30, 2022 and our report thereon
appears on page 1 of this document. That audit was conducted for the purpose of forming an
opinion on the consolidated financial statements taken as a whole. The consolidating
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 consolidating 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 consolidating information is fairly
stated, in all material respects, in relation to the consolidated financial statements taken as a
whole. The consolidating information is presented for purposes of additional analysis of the
consolidated financial statements rather than to present the financial position, results of
operations and cash flows of the individual companies and is not a required part of the
consolidated financial statements. Accordingly, we do not express an opinion on the financial
position, results of operations and cash flows of the individual companies.

Pri cwinderhouse Coopers LLP

December 19, 2022

PricewaterhouseCoopers LLP, 214 N. Tryon Street, Suite 4200, Charlotte, NC 28202
T: (704) 344 7500, www.pwc.com/us



Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Consolidating Balance Sheet

September 30, 2022 Schedule |
2022 2021
Hospital SECHS TMHV Foundation Medicus Eliminations TMH, Inc. TMH, Inc.
Assets
Current assets
Cash and cash equivalents $ 293,848,191 $ 4,705,142 $ 18,087,298 $ 789,439 $ - $ - $ 317,430,070 $ 399,777,309
Short-term investments 1,455,409 - - 22,084,899 - - 23,540,308 27,190,829
Assets limited as to use 14,998,577 - - - - - 14,998,577 14,639,461
Accounts receivable, net 112,694,326 - - - - - 112,694,326 91,935,351
Inventories 14,637,244 - 45,525 - - - 14,682,769 13,396,442
Estimated third-party payor settlement receivable 8,418,973 - - - - - 8,418,973 -
Other current assets 38,035,020 43,793 12,439,340 660,314 (9,834) - 51,168,633 39,706,440
Total current assets 484,087,740 4,748,935 30,572,163 23,534,652 (9,834) - 542,933,656 586,645,832
Assets limited as to use
Held by trustee 28,355,869 - - - - - 28,355,869 27,996,753
Less amount required to meet
current obligations (14,998,577) - - - - - (14,998,577) (14,639,461)
Total assets limited as to use 13,357,292 - - - - - 13,357,292 13,357,292
Long-term investments 27,300 - - - - - 27,300 27,300
Property and equipment, net 467,924,984 8,096,919 4,929,490 170,264 - - 481,121,657 495,547,718
Operating lease right-of-use assets, net 8,424,179 - - - - - 8,424,179 7,882,023
Due from TMH, Inc. 6,658,432 - - - 2,908,885 (9,567,317) - -
Pension assets 107,575,505 - - - - - 107,575,505 80,880,318
Other assets 6,922,407 - - 1,340,258 - - 8,262,665 12,973,039
Total assets $ 1,094977,839 $ 12845854 $ 35501,653 $ 25045174 $ 2,899,051 $ (9,567,317) $ 1,161,702,254 $ 1,197,313,522

The accompanying notes are an integral part of these consolidated financial statements.
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2022 2021
Hospital SECHS TMHV Foundation Medicus Eliminations TMH, Inc. TMH, Inc.

Liabilities and Net Assets
Current liabilities
Accounts payable and accrued

expenses $ 101,867,176 $ 103,298 $ 2,131,743  $ 10,340 $ 2,565,071 $ (2,149,475) $ 104,528,153 $ 96,380,168
Current portion of long-term debt 3,998,529 - - - - - 3,998,529 3,792,954
Current portion of operating lease liabilities 2,562,779 - - - - - 2,562,779 2,586,481
Estimated third-party payor settlement liability - - - - - - - 49,975,516
Other current liabilities 9,701,807 - - 60,021 - - 9,761,828 13,094,936
Due to TMH, Inc. - 2,385,909 4,546,777 151,176 333,980 (7,417,842) - -
Total current liabilities 118,130,291 2,489,207 6,678,520 221,537 2,899,051 (9,567,317) 120,851,289 165,830,055
Long-term debt, net of current portion 363,639,754 - - - - - 363,639,754 369,540,393
Operating lease liabilities, net of current portion 5,925,830 - - - - - 5,925,830 5,375,050
Other liabilities 45,737,833 - - - - - 45,737,833 43,333,211
Total liabilities 533,433,708 2,489,207 6,678,520 221,537 2,899,051 (9,567,317) 536,154,706 584,078,709

Net assets
Without donor restrictions 561,544,131 10,356,647 28,823,133 2,299,015 - - 603,022,926 589,036,747
With donor restrictions - - - 22,524,622 - - 22,524,622 24,198,066
Total net assets 561,544,131 10,356,647 28,823,133 24,823,637 - - 625,547,548 613,234,813

The accompanying notes are an integral part of these consolidated financial statements.
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2022 2021
Hospital SECHS TMHV Foundation Medicus Eliminations TMH, Inc. TMH, Inc.

Operating revenues

Net patient service revenues $ 894515193 $ - $ - $ - % - $ - $ 894515193 $ 843,562,920
Other revenue 8,134,564 721,298 9,188,145 675,526 33,060,386 (35,880,536) 15,899,383 18,620,782
Total operating revenues 902,649,757 721,298 9,188,145 675,526 33,060,386 (35,880,536) 910,414,576 862,183,702
Operating expenses
Salaries, wages and benefits 442,471,439 61,763 1,738,284 1,096,161 32,895,273 (32,975,867) 445,287,053 397,925,892
Supplies and other 334,972,953 8,935 3,973,816 3,374,671 165,113 (4,306,533) 338,188,955 307,654,981
Professional fees 83,814,858 11,949 - 125,318 - - 83,952,125 80,872,805
Depreciation and amortization 38,759,731 99,082 370,038 10,677 - - 39,239,528 40,834,832
Interest 13,312,701 4,612 - - - 22,655 13,339,968 12,916,004
Total operating expenses 913,331,682 186,341 6,082,138 4,606,827 33,060,386 (37,259,745) 920,007,629 840,204,514
Operating income (loss) (10,681,925) 534,957 3,106,007 (3,931,301) - 1,379,209 (9,593,053) 21,979,188
Other revenues and expenses, net 1,464,947 62,123 27,267 - - (1,379,209) 175,128 (217,431)
(Deficit) excess of revenues over expenses (9,216,978) 597,080 3,133,274 (3,931,301) - - (9,417,925) 21,761,757
Net assets released from restrictions used for
program services and purchase of equipment - - - 2,025,742 - - 2,025,742 1,432,535
Change in pension liability 21,378,363 - - - - - 21,378,363 58,564,498
Change in net assets without donor restrictions $ 12,161,385 $ 597,080 $ 3,133,274  $ (1,905,559) $ - $ -3 13,986,180 $ 81,758,790

The accompanying notes are an integral part of these consolidated financial statements.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Consolidating Statement of Changes in Net Assets

Year Ended September 30, 2022 Schedule llI
2022 2021
Hospital SECHS TMHV Foundation Medicus Eliminations TMH, Inc. TMH, Inc.
Net assets without donor restrictions
(Deficit) excess of revenues over expenses $ (9,216,978) $ 597,080 $ 3,133,274  $ (3,931,301) $ - 8 -8 (9,417,925) $ 21,761,757
Net assets released from restrictions used for
program services and purchase of equipment - - - 2,025,742 - - 2,025,742 1,432,535
Change in pension liability 21,378,363 - - - - - 21,378,363 58,564,498
Change in net assets without donor restrictions 12,161,385 597,080 3,133,274 (1,905,559) - - 13,986,180 81,758,790
Net assets with donor restrictions
Contributions - - - 1,575,952 - - 1,575,952 2,091,656
Investment return, net - - - (1,223,654) - - (1,223,654) 1,124,148
Net assets released from restrictions used for
program services and purchases of equipment - - - (2,025,742) - - (2,025,742) (1,432,535)
Change in net assets with donor restrictions - - - (1,673,444) - - (1,673,444) 1,783,269
Change in net assets 12,161,385 597,080 3,133,274 (3,579,003) - - 12,312,736 83,542,059
Net assets
Beginning of year 549,382,746 9,759,567 25,689,859 28,402,640 - - 613,234,812 529,692,753
End of year $ 561,544,131 $ 10,356,647 $ 28,823,133 $ 24,823637 $ - $ - $ 625547548 $ 613,234,812

The accompanying notes are an integral part of these consolidated financial statements.
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Tallahassee Memorial HealthCare, Inc. and Subsidiaries
Notes to Consolidating Supplemental Schedules
September 30, 2022

1. Basis of Presentation

The accompanying consolidating information has been prepared for purposes of additional analysis
and are not a required part of the consolidated financial statements. The first column, “Hospital,”
represents information of the hospital division of Tallahassee Memorial HealthCare,Inc.

(“TMH Inc.”) The second column, “SECHS”, represents information of such legal entity, which is a
not-for-profit property holding company. The third column, “TMHV”, is a for-profit holding
corporation which manages the activities that are not tax exempt. The fourth column, “Foundation”
represents a not-for-profit organization which promotes the educational training and research
programs of TMH, Inc. The fifth column, Medicus represents a disregarded entity that provides
Hospital with leased labor. The sixth column, “Eliminations”, represents consolidating adjustments,
including those related to the elimination of intercompany transactions and balances between the
first five columns which are made up primarily of intercompany revenues/salaries and wages
expenses (and their related accruals/receivables) arising from leased labor. Also, included in the
elimination of intercompany transactions balances are adjustments related to intercompany
operating lease activity accounted for under legacy US GAAP between Hospital (lessee) and
SECHS (lessor). On October 1, 2020, the Company adopted ASC 842 Leasing using the modified
retrospective transition approach. The Hospital recognized $8,424,000 net operating lease right-of-
use assets and $8,489,000 operating lease liabilities with unrelated third parties at September 30,
2022. The Company does not account for its intercompany lease activities under ASC 842.
Rather, intercompany charges for rent expense and rental income are charged based on historical
rates and eliminated in consolidation. As a result, the columns “Hospital” and “SECHS” do not
reflect the effects of ASC 842 with respect to intercompany leases. The seventh column, “2022
TMH, Inc.”, represents the total of the first six columns and agrees to the consolidated financial
statements of TMH, Inc. Other than as described above, the schedules of supplemental
consolidating financial information are prepared in accordance with accounting policies described
in the accompanying notes to the consolidated financial statements. These schedules are not
intended to be a presentation in accordance with accounting principles generally accepted in the
United States of America as a result of the exclusion of all required disclosures, as well as the lack
of accounting for intercompany leases under ASC 842 in the Hospital and SECHS columns.
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