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STATE OF NEW HAMPSHIRE
DEPARTMENT OF HEALTH AND HUMAN SERVICES
DIVISION FOR BEHAVIORAL HEALTH
129 PLEASANT STREET, CONCORD, NH 03301

603-271-9544  1-800-852-3345 Ext. 9544
Fax: 603-271-4332 TDD Access: 1-800-735-2964 www.dhhs.nh.gov

2]

Lori A. Weaver
Commissioner

Kstjn S. Fox
Director

October 20, 2023

His Excellency. Governor Christopher T. Sununu
and the Honorable Council

State House

Concord, New Hampshire 03301

REQUESTED ACTION

Authorize the Department of Health and Human Services, Division for Behavioral Health,
to enter into a Sole Source amendment to an existing contract with Mary Hitchcock Memorial
Hospital (VC#177160), Lebanon, NH, for the continued evaluation of integrated primary care,
community behavioral health care and wellness services for young people with serious emotional
disturbance (SED), severe mental iliness (SMI), severe and persistent mental iliness (SPM), by
exercising a contract renewal option by increasing the price limitation by $314,561 from $455,688
to $770,249 and extending the completion date from December 31, 2023 to September 29, 2024,
effective December 31, 2023, upon Governor and Council approval. 100% Federal Funds.

The original contract was approved by Governor and Council on November 22, 2021, item

#22.

Funds are available in the following account for State Fiscal Years 2024 and 2025, with
the authority to adjust budget line items within the price limitation and encumbrances between
state fiscal years through the Budget Office, if needed and justified.

05-95-092-922010-23400000 HEALTH AND SOCIAL SERVICES, DEPT OF HEALTH AND
HUMAN SVCS, HHS: BEHAVIORAL HEALTH DIV, BUREAU OF MENTAL HEALTH
SERVICES. PROHEALTH NH GRANT

" State “Increased
Class / . Job Current Revised
Fiscal Class Title {Decreased)
Year Account Number Budget ATOUNE Budget
Contracts for $209,938 $0 $209,938
2022 | 102-500731 Prog Sve 92202340
Contracts for $197,000 $0| $197,000
2023 | 102-500731 Prog Sve 82202340
2024 | 102-500731 Contracts for 92202340 $48,750 $242,009 | $290,759
Prog Svc
Contracts for $0 $72,552 $72,552
2025 | 102-500731 Prog Sve 92202340
Total $455,688 $314,561 $770,249
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His Excellency, Governor Christopher T. Sununu
and the Honorable Council
Page 20f2

EXPLANATION

_This request is Sole Source because MOP 150 requires all amendments to agreements
previously approved as sole source to be identified as sole source. The Contractor was identified
in the original federal ProHealth NH grant application submitted to the Substance Abuse and
Mental Health Services Administration (SAMHSA). On September 20, 2023, SAMHSA notified
the Department of the approval of continued ProHealth NH grant funds. The use of federal furiding
is contingent upon the Department continuing to contract with the current Contractor, therefore
the Contractor is the only authorized contractor able to perform the services.

The purpose of this request is for the Contractor to continue providing evaluation on
community-based treatment and recovery options that promote recovery from mental iliness and
wellness interventions through the continued implementation of the ProHealth NH Partnership
Grant. The Contractor will finalize collection of all data points and evaluate the program as a whole
as well as provide orderly close-out to SAMHSA on behalf of the Department.

The Department will continue monitoring services by reviewing:

« Reports on the proportion of individuals enrolled in ProHealth NH who received
evidence-based mental health treatment and health education for weight
management and {obacco use.

o Reports on the proportion of individuals enrolled in ProHeaith NH who received
Breath Well, Live Well Tobacco Program and Healthy Choices Healthy Changes
Woeight program.

As referenced in Exhibit A, Revisions to Standard Agreement Provisions, of the original
agreement, the parties have the option to extend the agreement for up to one (1) additional year,
contingent upon satisfactory delivery of services, available funding, agreement of the parties and
Governor and Council approval. The Department is exercising its option to renew services for
nine (9) months of the one (1) year available.

Should the Governor and Council not authorize this request, the evaluation outcomes will
not be finalized, and the Department will be limited in its ability to close out the ProHealth NH
Partnership Grant.

Area served: Greater Manchester, Greater Nashua, and Strafford County.
Source of Federal Funds: Assistance Listing Number #93.243, FAIN #H79SM080245.

- In the event that the Federal Funds become no longer available, General Funds will not
be requested to support this program.

Respectfully submitted,
~ Lori A. Weaver
Commissioner

The Department of Health and Human Services’ Mission is lo join communities and families
in providing opportunities for citizens to achievs health and independence.
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State of New Hampshire
Department of Health and Human Services
Amendment #1

This Amendment to the Evaluation of ProHealth New Hémpshire contract is by and between the State of
New Hampshire, Department of Health and Human Serwces ("State" or "Department") and Mary
Hitchcock Memorial Hospital ("the Contractor™).

WHEREAS, pursuant to an agreement (the "Contract") approved by the Governor and Executive Council
on November 22, 2021 (Item #22), the Contractor agreed to perform certain services based upon the terms
and condijtions specified in the Contract and in consideration of certain sums specified; and

WHEREAS, pursuant to Form P-37, General Provisions, the Contract may be amended upon written
agreement of the parties and approval from the Governor and Executive Council; and

NOW THEREFORE, in consideration of the foregoing and the mutual covenants and conditions contained
in the Contract and set forth herein, the parties hereto agree to amend as follows

1. Form P-37 General Provisions, Block 1.7, Completion Date to read:
September 29, 2024
2. Form P-37, General Provisions, Block 1.8, Price Limitation, to read:
$770,249 |
3. Form P-37, General Provisions, Block 1.9, Contractmg Officer for State Agency, to read:
" . Robert W. Moore, Director
4, Modify Exhibit C, Paym_ent Terms, Section 3, to read:

3. Payment sh'all be on a cost reimbursement basis for actual expenditures incurred in the
fulfillment of this Agreement, and shall be in accordance with the approved line items, as specified
in Exhibits C-1, Budget trough Exhibit C-4, Bu_dget, Amendment #1.

5. Modify Exhibit C-3, Budget, it in its entirety with Exhibit C-3, Budget, Amendment #1, which is
attached hereto and incorporated by reference herein.

6. Add Exhibit C-4, Budget, Amendment #1, which is attached hereto and incorporated by reference

herein.
|
DS
. I EIM
Mary Hitchcock Memorial Hospital A-S-1.3 Contractor Initials -
$8-2022-DBH-01-EVALU-01-A01 Page 1 of 3 Date 113023

v7.12.23
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All terms and conditions of the Contract not modified by this Amendment remain in full force and effect.
This Amendment shall be effective December 31, 2023, upon Governor and Council approval.

IN WITNESS WHEREOF, the parties have set their hands as of the date written below,

11/14/2023
Date

11/14/2023
Date

Mary Hitchcock Memorial Hospital

§8-2022-DBH-01-EVALU-01-A01
eff. 7.12.23

State of New Hampshire
Department of Health and Human Services

DeocuSigned by:

Ketja S, For

EROBOSB04C03442

Name:Katja S. Fox

Title: Director

Mary:Hitchcock Memorial Hospital
DocuSigned by:

Edward . Mesress, MD

nnnnnnn

Name: Edward J. Merrens, MD
Title:

chief Clinical officer

A-S-1.3
Page 2 of 3
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The preceding Amendment, having been reviewed by this office, is appiroved as to form, substance, and
execution.

OFFICE OF THE ATTORNEY GENERAL

DocuSigned by:
11/20,/2023 %Hm Hunvino

444444444444444

Date Name: Robyn Guarino

_Title: Attorney
| hereby certify that the foregoing Amendment was approved by the Governor and Executive Council of
the State of New Hampshire at the Meeting on: (date of meeting)

OFFICE OF THE SECRETARY OF STATE

Date Name:
Title:

Mary Hitchcock Memorial Hospital A-S-1.3

S$S8-2022-DBH-01-EVALU-01-A01 Page 30f 3

eff. 7.12.23
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Exhibi €-3, Budget, Amendment 81

New Hampshire Department of Health and Human Services

BiddeeProgram Bumea: Mary Hitcheoek Momorial Hospital
Budget Requast fors Evaluation of ProHaalth Neve Hampshiee

Budget Period: July 14,2023+ June 38, 2024 (FY2024
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Exhidit C-4, Budgat, Amendment &4

Now Hampshire Department of Health and Human Services
BidderProgram Mame: Mary Hitchgock Memorial Hospitad
Budget Requost for: Evatuation of FroHealth New Harpshire
Budget Perjod: July 1, 2024 Scplamber 29, 2024 {SFY2025)
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State of New Hampshire
Department of State

CERTIFICATE

I, David M. Scanlan, Sccretary of State of the State of New Hampshire, do hereby certify that MARY HITCHCOCK MEMORIAL
HOSPITAL is a New Hampshire Nonprofit Corporation registered to transact business in New Hampshire on August 07, 1889.1
further certify that all fecs and documents required by the Secretary of State’s office have been received and is in good standing as

far as this office is concerned.

Business ID); 68517
Certificate Number: 6005760740

IN TESTIMONY WHEREOF,

I'hereto set my hand and cause 10 be affixed
the Seal of the State of New Hampshire,
this 18th day of April A.D. 2022.

David M. Scanlan
Secretary of State
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- Dartmouth

et
ﬂ::iﬂl— H ealth Dartmouth-Hitcheock Hitcheock Health

CERTIFICATE OF VOTE/AUTHORITY

I, Roherta 1., Hines, MDD, of Dartmouth-Hitchcock Clinic and Mary Hitchcock Memorial Hospital, do
hereby certify that:

1. Iamthe duly elected Chair of the Board of Trustees of Darm*gomh, I:m@mc}xéghmmgd Mary
Hitcheock Memorial Hospital;

2. The following is a tiuc and accuratc cxcorpt from the June 239, 2017 Bylaws of Dartmouth-

Hitcheock Clinic and Mary Hitchcock Memorial Hospital:

ARTICLE I - Section A. Fiduciary Duty. Stewardship over Corporate Assets

“In exercising this [tiduciary] duty, the Board may, consistent with the Corporation’s Articles of
Agreement and these Bylaws, delegate authority to the Board of Governors, Board Committees
and various officers the right to give input with respect to issues and strategies, incur
indebtedness, make expenditures, enter into contracts and agreements and take such other binding
actions on behalf of the Corporation as may be neccssary or desirable in furtherance of its
charitable purposes.”

3. Adicle I~ Section A, as referenced above, provxdes authority for the chief officers, including the
Chief Executive Officer, the Chief Clinical Officer, and other officers, of Dartmouth-Hitchcock
Clinic and Mary Hitchcock Memorial Hospital to sign .and deliver, cither individually or
collectively, on behalf of Dartmouth-Hitchcock Clinic and Mary Hitchcock Memorial Hospital.

4. Edward J. Merrens, MD, is the Chief Clinical Officer of Dartmouth-Hitcheock Clinic and Mary

© Hiteheock Memorial Hospital and therefore has the anthority to enter into contracts and agreements
on behalf of Dartmouth-Hitcheock Clinic and Mary Hitcheock Memorial Hospital.

5. The foregoing authority shall remain in full force and effect as of the date of the
agreement executed or action taken in reliance upon this Certificate. This authority shall
remain valid for thirty (30) days from the date of this Certificate and the State of New
Hampshire shall be entitled to rely upon same, until written notice of modification,
rescission or revocation of same, in whole or in part, has been received by the State of
New Hampshire. '

IN WITNESS WHEREOF, Thave hereunto set my hand as the Chair of the Board of Trustees of Dartmouth-
Hitchcock Clinic and Mary Hitchcock Memorial Hospital this / 0%:1'ay of / "l’(OI-’C mhee, 2023

[dbte A

Réberta L. Hines, MD, Board Chair

STATE OF NH
COUNTY OF GRAFTON Sttty

The ioregomgg?@ ‘éﬁf Waés‘a@?@owledgcd before me thxs 20 _day of Nov_4.02 3, by Roberta

L. Hines, MD. ;’ Q@MMISS!ON Y
H EXPIRES 2

AvG.4,2026 [ E // Q &/éw« Il
?b C”'Q ; s et }‘ SN
\\"‘

YRy ) Notary Public
&/f, f;"”ﬁmﬁ“\\ My Commission L‘xplre{’; ,f o ’§/ o?é’o? e

‘,.,,-..umu rm;,

\*‘
‘L
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MUD{\:[IFIKA‘l’ﬂ“\{g_y‘(?ul\f}l\}ﬁ:ﬁm T -—.- e B i :.- r ] | DATE: June 29, 2023

COMPANY AFFORDING COVERAGE
Hamden Assurance Risk Retention Group, Inc.

P.O. Box 1687

30 Main Street, Suite 330 This certificate is issued as a matter of information only
Burlington, VT 05401 and confers no rights upon the Certificate Holder. This
INSURED Certificate does not amend, extend or alter the coverage

Mary Hitchcock Memorial Hospital
One Medical Center Drive
Lebanon, NH 03756

(603)653-6850

afforded by the policies below.

COVERAGES

The Policy listed below has been 1ssued to the Named Insured above for the Policy Period notwithstanding any
requirement, term or condition of any contract or other document with respect to which this certificate may be issued. The
insurance afforded by the policy is subject to all the terms, exclusions and conditions of the policy. Limits shown may
have been reduced by paid claims.

P— POLICY POLICY
TRLhRGE POLICY NUMBER | EFFECTIVE | EXPIRATION LIMITS
DATE DATE !
GENERAL 0002023-A /112023 7172024 EACH $1,000,000
DAMAGETO | 1,000,000
RENTED
PREMISES
‘ MEDICAL N/A
X CLAIMS MADE EXPENSES
PERSONAL & | $1,000,000
ADV INJURY ’
OCCURRENCE GENERAL $3,000,000
: AGGREGATE )
OTHER PRODUCTS-  |"§1,000,000
COMP/OP AGG
0002023-A 7/112023. 7/1/2024 EACHCLAIM | $1,000,000
PROFESSIONAL
LIABILITY
K | STARGSEADE ANNUAL $3,000,000
AGGREGATE
OCCURENCE
OTHER

DESCRIPTION OF OPERATIONS/ LOCATIONS! VEHICLES/ SPECIAL ITEMS (LIMITS MAY BE SUBJECT TO RETENTIONS)

Certificate is issned as evidence of insurance.

CERTIFICATE HOLDER

NH Department of Health and Human Services CANCELLATION

129 Pl t Street Should any of the above described policies be cancelled before the espiration date
casant suec thereaof, the issuing company will endeavor to mail 30 DAYS written notice to the

Concord, NH 03301 certificate holder named below, but failure to mail such notice shall impose no

obligation or liability of any kind npon the company, its agents or representatives.

AUTHORIZED REPRESENTATIVES

e \/,.

| SN /- A *x*‘z/wﬂ'
.
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DARTHIT-01 LSTILES
ACORD CERTIFICATE OF LIABILITY INSURANCE Aoz

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER. THIS
CERTIFICATE DOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER(S), AUTHORIZED
REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER.

IMPORTANT:

If the certificate holder is an ADDITIONAL INSURED, the policy(ies) must have ADDITIONAL INSURED provisions or be endorsed.

If SUBROGATION [S WAIVED, subject to the terms and conditions of the policy, certain pollcles may require an endorsement. A statement on
this certificate does not confer rlghts to the certificate holder in lieu of such endorsement(s).

PRODUCER License # 1780862

HUB International New England

conTACT Lauren Stiles

PHONE FAX
, No, Ext h
1s?:?tg %ntral Street Eé“i’gmswxﬁauren.Stiles@hubinternational.c%lr; -
Holliston, MAI0%740 INSURER(S) AFFORDING COVERAGE NAIC #
msurer & _Safety National Casualty Corporation 15105
INSURED | INSURER B
Dartm_outh-Hitchcock Health | INSURER C
el s
INSURER F
COVERAGES CERTIFICATE NUMBER: REVISION NUMBER:

THIS IS TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD
INDICATED. NOTWITHSTANDING. ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

R TYPE OF INSURANCE ADDLISHBR POLICY NUMBER Y B | FORSYEXE LIMITS
COMMERCIAL GENERAL LIABILITY EACH OCCURRENGE N
| MED EXP (Any one person) - | $
- PERSONAL & ADVINJURY | §
| GEN'L AGGREGATE LIMIT APPLIES PER: GENERAL AGGREGATE s
POLICY GBO: Loc PRODUCTS - COMP/OP AGG | §
OTHER: 3
| AUTOMOBILE LIABILITY C(E ot eny O1E LMIT $
|| ANYAUTO BODILY INJURY (Per person) | $
| EL%ESDONLY ES?SQULED BODILY INJURY (Per accident) | $
[ HER oy NOREENES RSP Bcenty MACE $
s
| | UMBRELLA LIAB OCCUR . EACH OCCURRENCE $
EXCESS LIAB CLAIMS-MADE AGGREGATE $
DED | | RETENTION $ s
A R SRR X |Eune | [EF
ANY PROPR ETOR/PARTNER/EXECUTIVE YN AGC4066562- 72023 | 71112024 | ¢ each acc DENT $ 1,000,000
?NI'::'L%‘“WVF'MW =X N E.L. DISEASE - EA EMPLOYEE| § 1,000,000
B gscglepsﬁgﬁ 13119 GPERATIONS below E.L. DISEASE - POLICY LIMIT | § 1,000,000

Evidence of Workers Compensation coverage for

Cheshire Medical Center
Dartmouth-Hitchcock Health

Mary Hitchcock Memorial Hospital
Alice Peck Day Memorial Hospital
New London Hospital Association
SEE ATTACHED ACORD 101

DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES (ACORD 101, Additional Remarks Schedule, may be attached if more space is required)

CERTIFICATE HOLDER

CANCELLATION

NH DHHS |
129 Pleasant Street .
Concord, NH 03301

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE

THE EXPIRATION DATE THEREOF, NOTICE WILL BE DELIVERED IN
ACCORDANCE WITH THE POLICY PROVISIONS. .

AUTHORIZED REFRESENTATIVE

Yhtids by

ACORD 25 (2016/03)

© 1988-2015 ACORD CORPORATION. All rights reserved.

The ACORD name and logo are registered marks of ACORD
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About Dartmouth Hitchcock Medical Center and Clinics

Dartmouth Hitchcock Medical Center and Clinics—members of Dartmouth Health
(https://www.dartmouth-health.org)—include Dartmouth Hitchcock Medical Center, the state’s
only academic medical center, and Dartmouth Hitchcock Clinics, which provide prirhary
and specialty care through‘out New Hampshiré and Vermont.

Qur physicians and researchers collaborate with Geisel School of Medicine scientists and
faculty as well as other leading'health care organizations to develop new treatments at the
cutting edge of medical practice bringing the latest medical discoveries to the patient.

Who are Dartimouth Hitchcock Medical Center and Clinics?

Dartmouth Hitchcock Medical Center

et e g s g Lt

|
1

|

1

|

|

-

Dartmouth Hitchcock Medical Center is the state's only academic medical center, and the
only Level | Adult and Level Il Pediatric Trauma Center in New Hampshire. The Dartmouth-
Hitchcock Advanced Response Team (DHART), based in Lebanon and Manchester, provides
ground and air medical transportation to communities throughout northern New England.
In 2021, Dartmouth Hitchcock Medical Center was named the #1 hosbital in New
Hampshire b_y U.S. News & World Report (https://health.ushews.corﬁ/best—hospitals/area/nh), and .
recognized for high performance in 11 clinical specialties, procedures, and conditions.

Dartmouth Hitchcock Clinics
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Dartmouth Hitchcock Clinics provide primary and specialty care throughout New
Hampshire and Vermont, with major community group practices in Lebanon, Concord,
Manchester, Nashua, and Keene, New Hampshire, and Bennington, Vermont.

Ch-ﬂdren‘s Hospital at Dartmouth Hitchcock Medical anter

Children's Hospital at Dartmouth Hitchcock Medicat Center is New Hampshire's only
children’s hospital and a member of the Children's Hospital Association, providing .
advanced pediatric inpatient, outpatient and surgical services at Dartmouth Hitchcock -
_ Me_dical Center.

Norris Cotton Cancer Care Pavilion Lebanon

Norris Cotton Cancer Care Pavilion Lebanon (nttps://cancer dartmouth.edu/), one of only 51 NCI-
designated Comprehensive Cancer Centers in the nation, is one of the premier facilities for
cancer treatment, research, prevention, and education.

Our mission, vision, and values

Our mission

We advance health through research, education, clinical practice and community
partnerships, providing each person the best care, in the right place, at the right time, every
time.
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Our vision

Achieve the healthiest population possible, leading the transformation of health care in our
region and setting the standard for our nation.

Our values

* Respect

* Integrity

» Commitment
* Transparency
» Trust |
o Teamwork

o Stewardship

o Community

About Dartmouth Health ittperwwwdarimouth-health orgd)

Copyright © 2022 Dartmouth Hitchcock Medical Center and Clinics. All rights reserved.
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Dartmouth-Hitchcock Health and
Subsidiaries

Consolidated Financial Statements
June 30, 2021 and 2020
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Dartmouth-Hitchcock Health and Subsidiaries
Index
June 30, 2021 and 2020
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Report of Independent Auditors

To the Board of Trustees of
Dartmouth-Hitchcock Health and subsidiaries

We have audited the accompanying consolidated financial statements of Dartmouth-Hitchcock Health and
its subsidiaries (the “Health System”), which comprise the consolidated balance sheets as of June 30,
2021 and 2020, and the related consolidated statements of operations and changes in net assets and of
cash flows for the years then ended.

Management's Responsibility 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;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Audltors Respons:blllty

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

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Dartmouth-Hitchcock Health and its subsidiaries as of June 30, 2021
. and 2020, and the results of their operations, changes in net assets and their cash flows for the years then
. ended in accordance with accounting principles generally accepted in the United States of America.

PricewaterhouseCoopers LLP, 101 Seaport Boulevard, Suite 500, Boston, Massachusetts 02210
T: (617) 530 5000, F: (617) 530 5001, www.pwc.com/us
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Other Matter

Our 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 proceduresapplied 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, changes in net assets
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, changes in net assets and cash flows of the individual companies.

Boston, Massachusetts
November 18, 2021
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Dartmouth-Hitchcock Health and Subsidiaries
Consolidated Balance Sheets
June 30, 2021 and 2020

(in thousands of dolfars})

Assets

Current assets

Cash and cash equivalents
Patient accounts receivable (Note 4)
Prepaid expenses and other current assets

Total current assets

. Assets limited as to use (Notes 5 and 7)
Other investments for restricted activities (Notes 5 and 7)
Property, plant, and equipment, net (Note 6)
Right of use assets, net (Note 16)

Other assets

Liabilities and Net Assets

Total assets .

Current liabilities

- Current portion of long-term debt (Note 10)
Current portion of right of use abligations (Note 16)
Current portion of fiability for pension and other postretirement
plan benefits (Note 11 and 14)
Accounts payable and accrued expenses
Accrued compensation and related benefits
Estimated third-party settlements {Note 3 and 4)

Total current liabilities

Long-term debt, excluding current portion (Note 10)

Long-term right of use obligations, excluding current portion (Note 16)
Insurance deposits and related liabilities (Note 12)

Liability for pension and other postretirement plan benefits,

excluding current portion (Note 11 and 14)

Other liabilities

Commitments and contingencies (Notes 3, 4, 6,7, 10, 13, and 16)

Net assets

Net assets without donor restrictions (Note 9)
Net assets with donor restrictions (Notes 8 and 9)

Total liabilities

Total net assets

Total liabilities and net assets

2021 2020
$ 37498 § 453223
232 161 183,819
157,318 161,906
764,407 798,048
1378479 1,134,526
168,035 140,580
680,433 643,586
58,410 57,585
177,098 137,338
$ 3226862 $ 2912563
$ 0407 § 9467
11,289 1,775
3,468 3,468
131,224 129,016
182,070 142,991
95 543 302,525
590,001 509,242
1,126,357 1,138,530 -
48,167 46,456
70,974 77,146
924,752 304,257
214,714 143,678
2283965 2,329,300
758627 431,026
184,270 162,228
942,807 583,254
$ 322682 § 2012563

The accompanying notes are an integral part of these consolidated financial statements,
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Dartmouth-Hitchcock Health and Subsidiaries
Consolidated Statements of Operations and Changes in Net Assets
Years Ended June 30, 2021 and 2020 ’

(in thousands of dollars) 2021 2020
Operating revenue and other support
Net patient service revenue (Note 4) $ 2138287 $ 1,880,025
~Contracted revenue 85,263 74,028
Other operating revenue (Note 5) 424,958 374,622
Net assets released from restrictions 15,201 16,260
Total operating revenue and other support 2,663,709 2,344,935
Operating expenses
Salaries 1,185,910 1,144,823
Employee benefits 302,142 272,872
Medications and medical supplies 545,523 455,381
Purchased services and other 383,949 360,496
Medicaid enhancement tax (Note 4) 72,941 76,010
Depreciation and amortization ' 88,921 92,164
Interest (Note 10) 30,787 27,322
Total operating expenses 2,610,173 2,429,068
Operating income (loss) - 53,536 (84,133)
Non-operating gains {losses)
‘Investment income, net (Note 5) 203,776 27,047
Other components of net periodic pension and post
~ refirement benefit income (Note 11 and 14) 13,559 10,810
Other losses, net (Note 10) - (4,233) ! (2,707)
Total non-operating gains, net 213,102 35,150
Excess (deficiency) of revenue over expenses $ 266638 §$ (48,983)

Consolidated Statements of Operations and Changes in Net Assets - continues on next page
The accompanying notes are 'an integral part of these consolidated financial statements.

4
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Dartmouth-Hitchcock Health and Subsidiaries

Consolidated Statements of Operations and Changes in Net Assets - Continued

Years Ended June 30, 2021 and 2020

(in thousands of doflars)

Net assets without donor restrictions

~ Excess (deficiency) of revenue over expenses

Net assets released from restrictions for capital ,
Change in funded status of pension and other postretirement
benefits (Note 11)

Other changes in net assets -

~ Increase (decrease) in net assets without donor restrictions
Net assets with donor restrictions
Gifts, bequests, sponsored activities

Investment income, net
Net assets released from restrictions

Increase in net assets with donor restrictions
Change in net assets

Net assets
Beginning of year

End of year

2021 2020
§ 266638 §  (48,983)
2017 1414
59,132 (79,022)
(186) (2,316)
307,601 (128,907)
30,107 26,312
19,153 1,130
(17,218) (17,674)
32,042 9,768
350,843 (119,139)
583,254 702,393
§ 042897 § 583254

The accompanying notes are an integral part of these consolidated financial stalements,
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Dartmouth-Hitchcock Health and Subsidiaries
Consolidated Statements of Cash Flows
Years Ended June 30, 2021 and 2020

(in thousands of dolfars) 2021 2020

Cash flows from operating activities

Change in net assets $ 359,643 $ (119,139)
Adjustments to reconcile change in net assets to

net cash provided by operating and non-operating activities

Depreciation and amortization ) 88,904 93,704
Amortization of bond premium, discount, and issuance cost, net " (2,820) 153
Amortization of right of use asset 10,034 8,218
Payments on right of use lease obligations - operating (9,844) (7,941)
Change in funded status of pension and other postretirement benefits (59,132) 79,022
Loss (gain) on disposal of fixed assets 592 (39)
Net realized gains and change in net unrealized gains on investments (228,489) (14,060)
Restricted contributions and investment earnings (3,445) " (3,605)
Changes in assets and liabilities
Patient accounts receivable (48,342) 37,306
Prepaid expenses and other current assets 4,588 (78,907)
Other assets, net (39,760) (13,385)
Accounts payable and accrued expenses 1,223 9,772
Accrued compensation and related benefits 39,079 14,583
Estimated third-party settlements ) 9,787 260,955
Insurance deposits and related liabilities 2,828 18,739
Liability for pension and other postretirement benefits (40,373) (35,774)
Other liabilities : 11,267 19,542
Net cash provided by operating and non-operating activities 95,740 269,144
Cash flows from investing activities - .
Purchase of property, plant, and equipment, (122,347) . (128,019)
Proceeds from sale of property, plant, and equipment 316 2,987
Purchases of investments (95,943) (321,152)
Proceeds from maturities and sales of investments 75,071 82,986
Net cash used in investing activities (142,903) (363,198)
Cash flows from financing activities - . )
Proceeds from line of credit - 35,000
Payments on line of credit - (35,000)
Repayment of long-term debt (9,183) (10,665)
Proceeds from issuance of debt - 415,336 |
Repayment of finance lease (3,117) . (2,429)
Payment of debt issuance costs - (230) (2,157)
Restricted contributions and investment earnings ) 3,445 3,605
Net cash (used in) provided by financing activities (9,085) 403,690
(Decrease) increase in cash and cash equivalents (56,248) 309,636.
Cash and cash equivalents .

.- Beginning of year 453,223 143,587
End of year $ 396,975 $ 453,223
Supplemental cash flow information .
Interest paid : $ 41,819 § 22,562
Construction in progress included in accounts payable and
accrued expenses 16,192 17,177

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.

) ] 2021 ] 2020
Cash and cash equivalents 3 374,928 $ 453,223
Cash and cash equivalents included in assets limited as to use 18,500 -
Restricted cash and cash equivalents included in Other investments for restricted activities 3,647 ’ -
Total of cash, cash equivalents and restricted cash shown
in the consolidated statements of cash flows $ 396,975 $ 453,223

The accompanying notes are an integral part of these consolidated financial statements.
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Dartmouth-Hitchcock Health and Subsidiaries

Notes to Consolidated Financial Statements
June 30, 2021 and 2020

1. Organization and Community Benefit Commitments

Dartmouth-Hitchcock Health (D-HH) serves as the sole corporate member of the following entities:
Dartmouth-Hitchcock Clinic (DHC) and Subsidiaries, Mary Hitchcock Memorial Hospital (MHMH)
and Subsidiaries, (DHC and MHMH together are referred to as D-H), The New London Hospital
Association (NLH) and Subsidiaries, Windsor Hospital Corporation (d/b/a Mt. Ascutney Hospital
and Health Center) (MAHHC) and Subsidiaries, Cheshire Medical Center (Cheshire) and
Subsidiaries, Alice Peck Day Memorial Hospital (APD) and Subsidiary, and the Visiting Nurse and
Hospice for Vermont and New Hampshire (VNH) and Subsidiaries. The “Health System” consists
of D-HH, its members and their subsidiaries.

The Health System currently operates one tertiary, one community and three acute care (critical
access) hospitals in New Hampshire (NH) and Vermont (VT). One facility provides inpatient and
outpatient rehabilitation medicine and long-term care. The Health System also operates multiple -
physician practices, a continuing care retirement community, and a home health and hospice
service. The Health System operates a graduate level program for health professions and is the
principal teaching affiliate of the Geisel School of Medicine (Geisel), a component of Dartmouth
College. -

D-HH, DHC, MHMH, NLH, Cheshire, and APD are NH not-for-profit corporations exempt from
federal income taxes under Section 501(c)(3) of the Internal Revenue Code (IRC). MAHHC and
VNH are VT not-for-profit corporations exempt from federal income taxes under Section 501(c)(3)
of the IRC.

On September 30, 2019, D-HH and GraniteOne Health (GOH) entered into an agreement (The
Combination Agreement) to combine their respective healthcare systems. The GOH system is
comprised of Catholic Medical Center (CMC), an acute care community hospital in Manchester,
New Hampshire, Huggins Hospital (HH) located in Wolfeboro, NH and Monadnock Community
Hospital, (MCH) located in Peterborough, NH. Both HH and MCH are designated as Critical Access
Hospitals (CAH). The three member hospitals of GOH have a combined licensed bed count of 380
beds. GOH is a non-profit, community based health care system. The overarching rationale for-the
proposed combination is to improve access to high quality primary and specialty care in the most
convenient, cost-effective sites of service for patients and the communities served by D-HH and
GOH. Other stated benefits of the combination include reinforcing the rural health network,
investing in needed capacity to accommodate unmet and anticipated demand, and drawing on our
combined strengths to attract the necessary health care workforce. The parties have submitted
regulatory filings with the Federal Trade Commission and the New Hampshire Attorney General's
office seeking approval of the proposed transaction. As of June 30, 2021, the proposed
combination remains-under regulatory review.

Community Benefits A

The mission of the Health System is to advance health through clinical practice and community
partnerships, research and education, providing each person the best care, in the right place, at the
right time, every time. '
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Dartmouth-Hitchcock Health and Subsidiaries
Notes to Consolidated Financial Statements
June 30, 2021 and 2020

Consistent with this mission, the Health System provides high quality, cost effective,
comprehensive, and integrated healthcare to individuals, families; and the communities it serves
regardless of a patient’s ability to pay. The Health System actively supports community-based
healthcare and promotes the coordination of services among healthcare providers and social
services organizations. In addition, the Health System also seeks to work collaboratively with other
area healthcare providers to improve the health status of the region. As a component of an
integrated academic medical center, the Health System provides significant support for academic
and research programs.

Certain member hospitals of the Health System file annual Community Benefits Reports with the
State of NH which outline the community and charitable benefits each provides. VT hospitals are
not required by law to file a state community benefit report. The categories used in the Community
Benefit Reports to summarize these benefits are as follows:

o  Community Health Services include activities carried out to improve community health and
could include community health education (such as classes, programs, support groups, and
materials that promote wellness and prevent iliness), community-based clinical services (such
as free clinics and health screenings), and healthcare support services (enrolliment assistance
in public programs, assistance in obtaining free or reduced costs medications, telephone
information services, or transportation programs to enhance access to care, etc.).

e Health Professions Education includes uncompensated costs df training medical students,
residents, nurses, and other health care professionals

e Subsidized Health Services are services provided by the Health System, resulting in financial
losses that meet the needs of the community and would not otherwise be available unless the
responsibility was assumed by the government.

e  Research Support and Other Grants represent costs in excess of awards for numerous health
research and service initiatives awarded to the organizations within the Health System.

o  Financial Contributions include financial contributions of cash, as well as in-kind contributions
such as time, supplies, and expertise to local organizations to address community health
needs.

o Community-Building Activities include expenses incurred to support the development of
programs and partnerships intended to address public health challenges as well as social and
economic determinants of health. Examples include physical improvements and housing,
economic development, support system enhancements, environmental improvements,
leadership development and training for community members, community health improvement
advocacy, and workforce enhancement.

o  Community Benefit Operations includes costs associated with étaff dedicated to administering
benefit programs, community health needs assessment costs, and other costs associated with
community benefit planning and operatlons
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Dartmouth-Hitchcock Health and Subsidiaries
Notes to Consolidated Financial Statements
June 30 2021 and 2020

s Charity Care and Costs of Government Sponsored Health Care includes losses, at-cost,
incurred by providing health care services to persons qualifying for hospital financial
assistance programs, and uncompensated costs of providing health care services to patients
who are Medicaid Beneficiaries.

»  The Uncompensated Cost of Care for Medicaid patients reported in the unaudited Community
Benefits Reports for 2020 was approximately $182,208,000. The 2021 Community Benefits
Reports are expected to be filed in February 2022.

The following table summarizes the value of the community benefit initiatives outlined in the Health
System’s most recently filed Community Benefit Reports for the year ended June 30, 2021:

(in thousands of dollars)

Government-sponsored healthcare services $ 309,203
Health professional education 38,978
Charity cdre 17,441
Subsidized health services 17,341
Community health services 13,866
Research 7,064
Community building activities 4,391
Financial contributions 3,276
Community benefit operations 57

Total community benefit value $ - 411,617

In fiscal years 2021 and 2020, funds received to offset or subsidize charity care costs provided
were $848,000 and $1,224,000, respectively.

2. Summary of Significant Accounting Policies

Basis of Presentation » T
The consolidated financial statements are prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America, and
have been prepared consistent with the Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC) 954, Healthcare Entities, which addresses the accounting for
‘healtheare entities. The net assets, revenue, expenses, and gains and losses of healthcare
entities are classified based on the existence or absence of donor-imposed restrictions.
Accordingly, net assets without donor restrictions are amounts not subject to donor-imposed
stipulations and are available for operations. Net assets with donor restrictions are those whose
use has been limited by donors to a specific time period or purpose, or whose use has been
restricted by donors to be maintained in perpetuity. All significant intercompany transactions have
been eliminated upon consolidation.
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Dartmouth-Hitchcock Health and Subsidiaries
Notes to Consolidated Financial Statements
June 30, 2021 and 2020

Use of Estimates

The preparation of the 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 dates of the consolidated financial statements and the reported amounts
of revenues and expenses during the reporting periods. The most significant areas that are
affected by the use of estimates include implicit and explicit pricing concessions, valuation of
certain investments, estimated third-party settlements, insurance reserves, and pension
obligations. Actual results may differ from those. estimates.

Excess (Deficiency) of Revenue over Expenses
The consolidated statements of operations and changes in net assets include the excess
(deficiency) of revenue over expenses. Operating revenues consist of those items attributable to
the care of patients, including contributions and investment income on investments of net assets
without donor restrictions, which are utilized to provide charity and other operational support.
Peripheral.activities, including contribution of net assets without donor restrictions from
acquisitions, loss on early extinguishment of debt, realized gains/losses on sales of investment
securities and changes in unrealized gains/losses on investments -are reported as non-operating
. gains (losses).

Changes in net assets without donor restrictions which are excluded from the excess (deficiency)

of revenue over expenses, consistent with industry practice, include contributions of long-lived
assets including assets acquired using contributions which by donor restriction were to be used for .
the purpose of acquiring such assets, and change in funded status of pension and other
postretirement benefit plans.

Charity Care

The Health System provides care to patients who meet certain criteria under their financial
assistance policies without charge or at amounts less than their established rates. Because the
Health System does not anticipate collection of amounts determined to qualify as charity care, they
are not reported as revenue,

The Health System grants credit without collateral to patients. Most are local residents and are
insured under third-party arrangements. The amount of charges for implicit price concessions is
based upon management's assessment of historical and expected net collections, business and
economic conditions, trends in federal and state governmental healthcare coverage, and other
collection indicators (Notes 1 and 4).

Patient Service Revenue

The Health System applies the accounting provisions of ASC 606, Revenue from Contracts with
Customers (ASC 606). Patient service revenue is reported at the amount of consideration to which-
the Health System expects to be entitled from patients, third party payors, and others for services
rendered, including estimated retroactive adjustments under reimbursement agreements with third-
party payors and implicit pricing concessions. Retroactive adjustments are accrued on an
estimated basis in the period the related services are rendered and adjusted in future periods as
estimates change or final settlements are determined (Note 4).

10
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Dartmouth-Hitchcock Health and Subsidiaries

Notes to Consolidated Financial Statements
June 30, 2021 and 2020

Contracted Revenue

The Health System has various Professional Service Agreements (PSAs), pursuant to which
certain organizations purchase services of personnel employed by the Health System and also
lease space and equipment. Revenue pursuant to these PSAs and certain facility and equipment
leases and-other professional service contracts have been classified as contracted revenue in the
accompanying consolidated statements of operations and changes in net assets.

Other Revenue

The Health System recognizes other revenue which is not related to patient medical care but is
central to the day-to-day operations of the Health System. Other revenue primarily consists of
revenue from retail pharmacy, which the Health System records as customer revenues in the
amounts that reflect the consideration to which it expects to be entitled in exchange for the
prescription. Other revenue also includes the Department of Health and Human Services (“HHS")
Coronavirus Aid, Relief, and Economic Securities Act (“CARES Act” Provider Relief Funds
(“Provider Relief Funds”) operating agreements, grarit revenue, cafeteria sales and other support
service revenue (Note 3).

Cash Equivalents

Cash and cash equivalents include amounts on deposit with flnanC|aI institutions; short-term
investments with maturities of three months or less at the time of purchase and other highly I|qU|d
investments, primarily cash management funds, which would be considered level 1 investments
under the fair value hierarchy. All short-term, highly liquid investments, otherwise qualifying as
cash equivalents, includéd within the Health System’s endowment and similar investment pools are
classified as investments, at fair value and therefore are excluded from Cash and cash equivalents
in the Statements of Cash Flows.

Investments and Investment Income

Investments in equity securities with readily determinable fair values, mutual funds, governmental
securities, debt securities, and pooled/commingled funds are reported at fair value with changes in
fair value included in the excess (deficiency) of revenues over expenses. Fair value is the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date (Note 7). ‘

Investments in pooled/commingled investment funds, private equity funds and hedge funds that
represent investments where the Health System owns shares or units of funds rather than the
underlying securities in that fund are valued using the equity method of accounting with changes in
value recorded in the excess (deficiency) of revenue over expenses.

11
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Dartmouth-Hitchcock Health and Subsidiaries
Notes to Consolidated Financial Statements
_ June 30, 2021 and 2020

Certain members of the Health System are partners in a NH general partnership established for the
purpose of operating a master investment program of pooled investment accounts. Substantially
all of the Health System’s board-designated and assets with donor restrictions, such as endowment
funds, were invested in these pooled funds by purchasing units based on the market value of the
pooled funds at the end of the month prior to-receipt of any new additions to the funds. Interest,
dividends, and realized and unrealized gains and losses earned on pooled funds are allocated
monthly based on the weighted average units outstanding at.the prior month-end. '

Investment income or losses (including change in unrealized and realized gains and losses on
investments, change in value of equity method investments, interest, and dividends) are included in
the excess (deficiency) of revenue over expenses and classified as non-operating gains and
losses, unless the income or loss is restricted by donor or law (Note 9).

" Fair Value Measurement of Financial Instruments
The Health System estimates fair value based on a valuation framework that uses a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The
hierarchy gives the highest priority to quoted prices in active markets for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs {Level 3
measurements). The three levels of fair value hierarchy, as defined by ASC 820, Fa/r Value
Measurements and Disclosures, are described below:

Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement
) date for assets or liabilities.

Level 2 Prices other than quoted prices in active markets that are either directly or indirectly
observable as of the date of measurement.

Level 3 Prices or valuation techniques that are both significant to the féir value measurement
and unobservable.

The carrying amounts of patient accounts receivable, prepaid and other current assets, accounts
payable and accrued expenses approximate fair value due to the short maturity of these
instruments.

Property, Plant, and Equipment

Property, plant, and equipment, and other real estate are stated at cost at the time of purchase or
fair value at the time of donation, less accumulated depreciation. The Health System’s policy is to
capitalize expenditures for majdr improvements and to charge expense for maintenance and repair
expenditures which do not extend the lives of the related assets. The provision for depreciation
has been determined using the straight-line method at rates which are intended to amortize the
cost of assets over their estimated useful lives which range from 10 to 40 years for buildings and
improvements, 2 to 20 years for equipment, and the shorter of the lease term, or 5 to 12 years, for
leasehold improvements. Certain software development costs are amortized using the straight-line
method over a period of up to 10 years. Net interest cost incurred on borrowed funds during the
period of construction of capital assets is capitalized as a component of the cost of acquiring those
assets.

12
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Dartmouth-Hitchcock Health and Subsidiaries
Notes to Consolidated Financial Statements
June 30, 2021 and 2020

~

The fair value of a liability for legal obligations associated with asset retirements is recognized in
the period in which it is incurred, if a reasonable estimate of the fair value of the obligation can be
made. When a liability is initially recorded, the cost of the asset retirement obligation is capitalized

" by increasing the carrying amount of the related long-lived asset. Over time, the liability is accreted
to its present value each period and the capitalized cost associated with the retirement is
depreciated over the useful life of the related asset. Upon settlement of the obligation, any
difference between the actual cost to settle the asset retirement obligation and the liability recorded
is recognized as a gain or loss in the consolidated statements of operations and changes in net
assets.

Gifts of capital assets such as land, buildings, or equipment are reported as support, and excluded
from the excess (deficiency) of revenue over expenses, unless explicit donor stipulations specify
how the donated assets must be used. Gifts of capital 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 capital
assets are reported as restricted support. Absent explicit donor stipulations about how long those
capital assets must be maintained, expirations of donor restrictions are reported when the donated
or acquired capital assets are placed in service.

Bond Issuance Costs

Bond issuance costs, classified on the consolidated balance sheets within long-term debt, are
amortized over the term of the related bonds. Amortization is recorded within interest expense in
the consolidated statements of operations and changes in net assets using the straight-line method
which approximates the effective interest method.

Intangible Assets and Goodwill

The Health System records within other assets on the consolidated balance sheets goodwill and
intangible assets such as trade names and leases-in-place. The Health System considers trade
names and goodwill to be indefinite-lived assets, assesses them at least annually for impairment or
more frequently if certain events or circumstances warrant and recognizes impairment charges for
amounts by which the carrying values exceed their fair values. The Health System has recorded
$9,403,000 and $10,007,000 as intangible assets associated with its affiliations as of June 30,
2021 and 2020, respectively.

Gifts

Gifts without donor restrictions are recorded net of related expenses as non-operating gains.
Conditional promises to give and indications of intentions to give to the Health System are reported
at fair value at the date the gift is received. Gifts are reported 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 and changes in net assets as net assets released
from restrictions.
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Dartmouth-Hitchcock Health and Subsidiaries
Notes‘to Consolidated Financial Statements
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Recently Issued Accounting Pronouncements

In August 2018, FASB issued ASU No. 2018-15, Intangibles — Goodwill and Other — Internal-Use
Software (Subtopic 350-40). Customer's Accounting for Implementation Costs Incurred in a Cloud
Computing Arrangement That is a Service Contract. This ASU aligns the requirements for
capitalizing implementation costs incurred in a hosting arrangement that is a service contract with
the requirements for capitalizing implementation costs incurred to develop or obtain internal-use
software or software licenses. . The ASU is effective for fiscal year 2022 and the Health System is
evaluating the impact of the new guidance on the consolidated financial statements.

3. COVID-19's Impact on Dartmouth-Hitchcock Health

Throughout the 18 months since New Hampshire's first COVID-19 patient presented at Dartmouth-
Hitchcock Health's academic medical center campus in Lebanon, New Hampshire, the organization
has responded to meet the needs of our patients, community and staff, transforming as necessary
_to resumeé operations. Personal Protective Equipment (PPE), which was critically short at the
outset of the pandemic, is now readily available. D-HH'S academic medical center campus
continues to serve as the referral site for the state’s and region’s most complex COVID cases.

" There have been three primary points of clinical emphasis in responding to COVID-19: telehealth,
laboratory medicine, and clinical trials throughout the past year and a half. The pace and volume
of COVID-19 response lessened in this past quarter, as vaccination efforts and declining case
counts in D-HH's service area have made a significant difference in the necessary clinical
response. While demand for telehealth has seen an expected drop in utilization from the daily
virtual encounters seen early in the pandemic, in December 2020, D-HH's Center for Telehealth
launched a virtual Urgent Care service for beneficiaries of the D-H health plan. [n April, it was
expanded as a general consumer offering and we continue to provide telehealth services to, and
create partnerships with, an expanding number of hospitals and health systems around the region.

The learned and lived experiences of the past 18 months have positioned D-HH well to continue its
economic recovery as we have found the clinical balance between caring for COVID-19 patients
while continuing to care for non-COVID cases.

Health and Human Services (“HHS") Provider Relief Funds

D-HH received $65,600,000 and $88,700,000 from the Provider ReliAef funds for the years' ended
June 30, 2021 and 2020, respectively. We will continue to pursue Provider Relief funds as
available and required to provide support to D-HH.

" Medicare and Medicaid Services (“CNIS”) expanded Accelerated and Advance Payment
Program’

D-HH received a total of $272,600,000 of temporary funds received from the Cares Act in the form
~of CMS prepayment advances of $239,500,000 and accumulated payroll tax deferrals of
$33,100,000. In October 2020, new regulations were issued to revise the recoupment start date
from August 2020 to April 2021.
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HHS Reporting Requirements for the CARES Act

In June 2021, HHS issued new reporting requirements for the CARES Act Provider Relief Funding.

“The new requirements first require Hospitals to identify healthcare-related expenses attributable to
the COVID-19 pandemic that remain unreimbursed by another source. If those expenses do not
exceed the Provider Relief funding received, Hospitals will needto demonstrate that the remaining
Provider Relief funds were used to compensate for a negative variance in patient service revenue.
HHS is entitled to recoup Provider Relief Funding in excess of the sum of expenses attributable to
the COVID-19 pandemic that remain unreimbursed by another source and the decline in patient
care revenue. Due to these new reporting requirements there is at least a reasonable possibility
that amounts recorded under the CARES Act Provider Relief fund by the Health System may
change in future periods.

4. Net Patient Service Revenue and Accounts Receivable

The Health System reports net patient service revenue at amounts that reflect the consideration to
which it expects to be entitled in exchange for providing patient care. These amountsare due from
patients, third-party payers (including managed care payers and government programs), and
others; and they include variable consideration for retroactive revenue adjustments due to
settlement of audits, reviews, and investigations. Generally, the Health System bills patients and
third-party payers several days after the services were performed or shortly after discharge.
Revenue is recognized as performance obligations are satisfied under contracts by providing
healthcare services to patients.

The Health System determines performance obligations based on the nature of the services
provided. Revenues for performance obligations satisfied over time are recognized based on
actual charges incurred in relation to total expected charges as this method provides a reasonable
estimate of the transfer of services over the term of performance obligations based on inputs
needed to satisfy the obligations. Generally, performance obligations satisfied over time relate to
patients receiving inpatient acute care services. For inpatient services, performance obligations
are measured from admission to the point when there are no further services required for the
patient, which is generally the time of discharge. For outpatient services and physician services,
performance obligations are recognized at a point in time when the services are provided and no
further patient services are deemed necessary.

Generally, the Health System’s patient service performance obligations relate to contracts with a
duration of less than one year, therefore the Health System has elected to apply the optional
exemption provided in ASC 606-10-50-14a and, therefore, we are not required to disclose the
aggregate amount of the transaction price allocated to performance obligations that are unsatisfied
or partially unsatisfied at the end of the reporting period. This generally refers to inpatient 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.
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Established charges represent gross charges. They are not the same as actual pricing, and they
generally do not reflect what a hospital is ultimately entitled to for services it provides. Therefore,
they are not displayed in the Health System's consolidated statements of operations and changes
in net assets.

Hospitals are paid amounts negotiated with insurance companies or set by government entities,
which are typically less than established or standard charges. Gross charges are used to calculate
Medicare outlier payments and to determine certain elements of payment under managed care
contracts. Gross charges are what hospitals charge all patients prior to the application of
contractual adjustments and implicit price concessions.

Explicit Pricing Concessions

Revenues for the Health System under the traditional fee-for service Medicare and Medicaid -
programs are based on prospectively determined rates per discharge or visit, reasonable
(allowable) cost, or prospective rates per episodic period, depending on the type of provider.

. Inpatient acute care services provided to Medicare program beneficiaries are paid using the
prospective payment system (“PPS”) to determine rates-per-discharge. These rates vary
according to a patient classification system (“DRG"), based on diagnostic, clinical and other
factors. In addition, inpatient capital costs (depreciation and interest) are reimbursed by
Medicare on the basis of a prospectively determined rate per discharge. Medicare

* outpatient services are paid on a prospective payment system, based on a pre-determined
amount for each outpatient procedure (APC), subject to various ' mandated modifications.
Retrospectively determined cost-based revenues under these programs, such as indirect
medical education, direct graduate medical education, disproportionate share hospital,
transplant services, and bad debt reimbursement are based on the hospital's cost reports
and are estimated using historical trends and current factors. The Health System’s
payments for inpatient services rendered to New Hampshire (“NH") and Vermont ("VT”)
Medicaid beneficiaries are based on PPS, while outpatient services are reimbursed on a
retrospective cost basis or fee schedules for NH beneficiaries. VT outpatient beneficiaries
are paid on a prospective basis per outpatient procedure.

. Inpatient acute, swing, and outpatient services furnished by CAH are reimbursed by
Medicare at 101% of reasonable costs, subject to 2% sequestration, excluding ambulance
services and inpatient hospice care.

. Providers of home health services to patients eligible for Medicare home health benefits are
paid on a prospective basis, with no retrospective settlement. The prospective payment is
based on the scoring attributed to the acuity level of the patient at a rate determined by
federal guidelines.

o Hospice services to patients eligible for Medicare hospice benefits are paid on a per diem

basis, with no retrospective settlement, provided the aggregate annual Medicare
reimbursement is below a predetermined aggregate capitated rate.
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. The Health System's cost based services to Medicare and Medicaid are reimbursed during
the year based on varying interim payment methodologies. Final settlement is determined
after the submission of an annual cost report and subject to audit of this report by Medicare
and Medicaid auditors, as well as administrative and judicial review. Because the laws,
regulations, and rule interpretations, governing Medicare and Medicaid reimbursement are
complex and change frequently, the estimates recorded could change over time by material
amounts,

. Revenues under Managed Care Plans (Plans) consist primarily of payment terms involving
mutually agreed upon rates per diagnosis, discounted fee-for service rates, or similar
contractual arrangements. These revenues are also subject to review and possible audit.
The Plans are billed for patient services on an individual patient basis. An individual
patient's bill is subject to adjustments in accordance with contractual terms in place with the
Plans following their review and adjudication of each bill.

The Health System is not aware of any claims, disputes, or unsettled matters with any payer that
would materially affect its revenues for which it has not adequately provided in the accompanying
Health System’s consolidated financial statements. '

The Health System provides charity ¢are to patients who are unable to pay for healthcare services
they receive as determined by financial conditions. Patients who qualify receive partial or full
adjustments to charges for services rendered. The Health System’s policy is to treat amounts
qualified as charity care as explicit price concessions and as such are not reported in net patient
service revenue,

Vermont imposes a provider tax on home health agencies in the amount of 4.25% of annual net
patient revenue. In fiscal years 2021 and 2020, home health provider taxes paid were $623,000
and $624,000, respectively.

Medicaid Enhancement Tax & Disproportionate Share Hospital

On May 22, 2018, the State of New Hampshire and all New Hampshire hospitals (Hospitals)
agreed to resolve disputed issues and enter into a seven-year agreement to stabilize
Disproportionate Share Hospital (DSH) payments, with provisions for alternative payments in the
event of legislative changes to the DSH program. Under the agreement, the State committed to
make DSH payments to the Hospitals in an amount no less than 86% of the Medicaid
Enhancement Tax (MET) proceeds collected in each fiscal year, in addition to providing for directed
payments or increased rates for Hospitals in an amount equal to 5% of MET proceeds collected
from state fiscal year (SFY) 2020 through SFY 2024. The agreement prioritizes DSH payments to
critical access hospitals in an amount equal to 75% of allowable uncompensated care (UCC), with
the remainder distributed to Hospitals without critical access designation in proportion to their
-allowable UCC amounts.

During the years ended June 30, 2021 and 2020, the Health System received DSH payments of
approximately, $67,940,000 and $71,133,000 respectively. DSH payments are subject to audit and
therefore, for the years ended June 30, 2021 and 2020, the Health System recognized as revenue
DSH receipts of approximately $61,602,000 and approximately $67,500,000, respectively.
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During the years ended June 30, 2021 and 2020, the Health System recorded State of NH MET
and State of VT Provider taxes of $72,941,000 and $76,010,000, respectively. The taxes are
calculated at 5.4% for NH and 6% for VT of certain patient service revenues. The Provider taxes
are included in operating expenses in the consolidated statements of operations and changes in
net assets.

Implicit Price Concessions

Generally, patients who are covered by third-party payer contracts are responsible for related co-
pays, co-insurance and deductibles, which vary depending on the contractual obligations of
patients. The Health System also provides services to uninsured patients and offers those patients
a discount from standard charges. The Health System estimates the transaction price for patients
with co-pays, co-insurance, and deductibles and for those who are uninsured based on historical
collection experience and current market conditions. The discount offered to uninsured patients
reduces the transaction price at the time of billing. The uninsured and patient responsible accounts, .
net of discounts recorded, are further reduced through implicit price concessions based on
historical collection trends for similar accounts and other known factors that impact the estimation
process. Subsequent changes to the estimate of transaction price are generally recorded as
adjustments to net patient services revenue in the period of change.

The implicit price concessions included in estimating the transaction price represent the difference
between amounts billed to patients and the amounts the Health System expects to collect based on
collection history with similar patients. Although outcomes vary, the Health System’s policy is to
attempt to collect amounts due from patients, including co-pays, co-insurance and deductibles due
from insurance at the time of service while complying with all federal and state statutes and
regulations, including but not limited to, the Emergency Medical Treatment and Active Labor Act
(EMTALA). Through various systems and processes the Health System estimates Medicare and
‘Medicaid net patient service revenue and cost report settlements and accrues final expected
settlements. For filed cost reports, the accrual is recorded based on those filings, subsequent
activity, and on historical trends and other relevant evidence. For periods in which a cost report is
yet to be filed, accruals are based on estimates of what is expected to be reported, and any trends
and relevant evidence. Cost reports generally must be filed within five months of the closing
period.

Settlements with third-party payers for retroactive revenue adjustments due to audits, reviews or
investigations are considered variable consideration and are included in the determination of the
estimated transaction price for providing patient care using the most likely amount. These
settlements are estimated based on the terms of the payment agreement with the payer,
correspondence from the payer and historical settlement activity, including assessments to ensure
that it is probable that a significant reversal in the amount of cumulative revenue recognized will not
occur when the uncertainty associated with the retroactive adjustment is subsequently resolved.
Estimated settlements are adjusted in future periods as adjustments become known, or as years
are settled-or are no longer subject to such audits, reviews or investigations. As of June 30, 2021
and 2020, the Health System had reserves of $252,543,000 and $302,525,000, respectively,
recorded in Estimated third-party settlements. As of June 30, 2021 and 2020, Estimated third-party
settlements includes $179,382,000 and $239,500,000, respectively, of Medicare accelerated and
advanced payments, received as working capital support during COVID-19 outbreak. As of June
30, 2021 and 2020, Other liabilities include $43,612,000 and $10,900,000, respectively,
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For the years ended June 30, 2021 and 2020, additional increases in revenue of $4,287,000 and
$2,314,000, respectively, were recognized due to changes in estimates of implicit price
concessions for performance obligations satisfied in prior years.

- Net operating revenues for the hospital operations of the PPS and CAH, and other business .
segments consist primarily of patient service revenues, principally for patients covered by
Medicare, Medicaid, managed care and other health plans as well as patients covered under the
Health System'’s uninsured discount and charity care programs.

The table below shows the Health System’s sources of total operating revenue and other support
presented at the net transaction price for the years ended June 30, 2021 and 2020.

2021
(in thousands of dollars) PPS . CAH Total
Hospital
Medicare $ 526,114 $ 81,979 $ 608,093
Medicaid 144,434 11,278 155,712
Commercial 793,274 73,388 866,662
Self Pay 4,419 (721) 3,698
Subtotal 1,468,241 165,924 1,634,165
Professional 446,181 37,935 484,116
Subtotal 1,914,422 203,859 2,118,281
VNA 20,006
Subtotal 2,138,287
Other Revenue 462,517
Provider Relief Fund 62,905
Total operating revenue and other support $ 2,663,709
2020
(in thousands of dollars) . PPS . CAH Total
Hospital
Medicare $ 461,990 $ 64,087 $ 526,077
Medicaid 130,901 10,636 141,537
Commercial 718,676 60,715 779,291
Self Pay 2,962 2,501 5,463
"Subtotal 1,314,429 137,939 1,452,368
Professional 383,503 22,848 406,351
Subtotal 1,697,932 160,787 1,858,719
VNA 21,306
Subtotal 1,880,025
Other Revenue 376,185
Provider Relief Fund - 88,725
Total operating revenue and other support $ 2,344,935
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Accounts Receivable
The following table categorizes payors into four groups based on their respective percentages of

patient accounts receivable as of June 30, 2021 and 2020:

2021 2020
Medicare 34% 36%
Medicaid 13% 13%
Commercial 41% 39%
Self Pay 12% 12%
Total 100% ' 100%
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5. Investments

The compositio'n of investments at June 30, 2021 and 2020 is set forth in the following table:

(in thousands of dollars)

Assets limited as to use

Internally designated by board
Cash and short-term investments
U.S. government securities
Domestic corporate debt securities
Global debt securities
Domestic equities
International equities
Emerging markets equities
Global equities
Real Estate Investment Trust
Private equity funds
Hedge funds

Investments held by captive insurance companies (Note 11)

U.S. government securities
Domestic corporate debt securities
Global debt securities

Domestic equities

International equities

Held by trustee under indenture agreement (Note 9) .
"Cash and short-term investments

" Total assets limited as to use

Other investments for restricted activities
Cash and short-term investments
U.S. government securities

- Domestic corporate debt securities
Global debt securities
Domestic equities
International equities
Emerging markets equities
Global equities.
Real Estate Investment Trust
Private equity funds
Hedge funds
Other

Total other investments for restricted activities

. Total investments

21

2021 2020
$ 24692 $ 9,646
157,373 103,977
322,616 199,462
74,292 70,145
247,486 203,010
81,060 123,205
52,636 22,879
79,296 -
422 313
110,968 74,131
- 36,964
1,150,841 843,732
26,759 15,402
5,979 8,651
6,617 8,166
11,396 15,150
6,488 7,227
57,239 54,596
170,399 236,198 -
1,378,479 1,134,526 .
13,400 7,186
28,330 . 28,055
40,676 35,440
8,953 11,476
33,634 26,723
9,497 15,402
5,917 2,766
8,755 -
21 -
12,251 9,483
6,557 - 4,013
44 36
168,035 140,580
$ 1,546,514 $ 1,275,106
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Investments are accounted for using either the fair value method or equity method of accounting,
as appropriate on a case by case basis. The fair value method is used for all debt securities and
equity securities that are fraded on active markets and are valued at prices that are readily
available in those markets. The equity method is used when investments are made in
pooled/commingled investment funds that represent investments where shares or units are owned
of pooled funds rather than the underlying securities in that fund. These poo!ed/commmgled funds
make underlying mvestments in securities from the asset classes listed above.

The following tables summarize the investments by the accounting method utilized, as of June 30,
2021 and 2020. Accounting standards require disclosure of additional information for those
securities accounted for using the fair value method, as shown in Note 7.

2021
(in thousands of dollars) Falr Value Equity Total
Cash and short-term investments $ 208,491 S - % 208,491
U.S. government securities 212,462 - 212,462
Domaestic corporate debt securities 191,112 178,159 369,271
Global debt securities 55,472 34,390 89,862
- Domaestic equities 228,523 66,993 292,516
- International equities . 585,389 41,656 97,045
Emerging markets equities 1,888 56,665 58,553
Global equities - 88,051 88,081
Real Estate Investment Trust 443 - 443
Private equity funds Co 123,219 123,219
Hedge funds 446 8,111 6,567
Other 44 - 44
$ 251,270 & 505,244 $ 1,546,514
. . 2020
(in thousands of dolfars) Fair Value Eeuity Total
Cash and short-term investments $ 263,030 3 - 8 253,030
U.8. government securities ' 147,434 - 147,434
Domestic corporate debt securities 198,411 45,142 243,553
Global debt securities 44,256 486,632 80,787
Domestic equities . 195,014 49,8689 244,883
International equities 77,481 68,353 145,834
Emerging markets equities 1,257 24,388 25,845
Real Estate Investment Trust 313 - 318
Private equity funds - 83,614 83,614
Hedge funds - 40,977 40,977
Other : 36 - 36
3 817,231 3 357,878 & 1,275,108
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For the years ended June 30, 2021 and 2020 investment income is reflected in the accompanying
consolidated statements of operations and changes in net assets as other operating revenue of
approximately $030,000 and $936,000 and as non-operating gains of approximately $203,776,000
and $27,047,000, respectively.

Private equity limited parinership shares are not eligible for redemption from the fund or general
partner. It is the intent of the Health System to hold these investments until the fund has fully
distributed all proceeds to the limited paftners and the term of the partnership agreement expires.
Under the terms of these agreements, the Health System has committed to contribute a specified
level of capital over a defined period of time. Through June 30, 2021 and 2020, the Health System
has outstanding commitments of $47,419,000 and $53,677,000, respectively.

6. Property, Plant, and Equipment

Property, plant, and equipment are summarized as follows at June 30, 2021 and 2020:

(in thousands of dollars) 2021 2020
Land $ 40,749 % 40,749
Land improvements 43,927 39,820
Buildings and improvements 955,094 893,081
Equipment 993,889 027,233
2,033,669 1,800,883
Less: Accumulated depreciation 1,433,467 1,356,521
Total depreciable assets, net T 600,202 544,362
Construction in progress 80,231 99,224

B 680,433 B 643,686

As of June 30, 2021, construction in progress primarily consists of two projects. The Manchester
Ambudatory Surgical Center (ASC) and the in-patient tower located in Lebanon, NH. The ASC
partially opened in April 2021. The estimated cost to complete the ASC is $4,300,000. The
anticipated completion date is the second quarter of fiscal 2022. The in-patient tower project is
estimated to cost $82,000,000 to complete. The anticipated completion date is the fourth quarter of
fiscal 2023.

Capitalized interest of $5,127,000 and $2,297, 000 is included in construction in progress as of June
30, 2021 and 2020, respeactively.

Depreciation and amoﬁization’ expense included in operating and non-operating aclivities was
approximately $86,011,000 and $89,762,000 for 2021 and 2020, respectively.
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7. Fair Value Measurements

The following is a description of the valuation methodologies for assets and liabilities measured at
fair value on a recurring basis: '

Cash and Short-Te}'m Investments
Consists of money market funds and are valued at net asset value (NAV) reported by the financial
institution and cash which will be used for future investment opportunities.

Domestic, Emerging Markets and International Equities
"Consists of actively traded equity securities and mutual funds which are valued at the closing price
reported on an active market on which the individual securities are traded (Level 1 measurements).

U.S. Government Securities, Domestic Corporate and Global Debt Securities

Consists of U.S. government securities, domestic corporate and global debt securities, mutual
funds and pooled/commingled funds that invest in U.S. government securities, domestic corporate
and global debt securities. Securities are valued based on quoted market prices or dealer quotes
where available (Level 1 measurement). If quoted market prices are not available, fair values are
based on quoted market prices of comparable instruments or, if necessary, matrix pricing from a
third party pricing vendor to determine fair value (Level 2 measurements). Matrix prices are based.
on quoted prices for securities with similar coupons, ratings and maturities, rather than on specific
bids and offers for a designated security. Investments in mutual funds are measured based on the
quoted NAV as of the close of business in the respective active market (Level 1 measurements).

Hedge Funds
Consists of publicly traded, daily-pricing mutual funds that use long/short trading strategies (Level 1
measurements). '

The preceding methods may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Health System
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 fair value measurement at the reporting date. '
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Investments are classified in their entirety based on the lowest level of input that is significant to the
fair value measurement. The following tables set forth the consolidated financial assets and
liabilities that were accounted for at fair value on a recurring basis as of June 30, 2021 and 2020:

202
(in thousands of dollars) Level 1 Level 2 Level 3 Total
Assets
Investments
Cash and short term investments $ 208491 § - $ - § 208491
U.S. government securities 212,462 - - 212,462
Domestic corporate debt securities 36,163 154,949 - 191,112
Global debt securities - 27410 28,062 - 55,472
Domestic equities 220,434 5,089 - 225,523
International equities 95,389 - - 55,389 .
Emerging market equities 1,888 - - 1,888
Real estate investment trust 443 - - 443
Hedge funds 446 . - 446
Other ' 9 : 35 - 44
Total investments _ 763,135 188,135 - 951,270
Deferred compensation plan assets .
Cash and short-term investments 6,099 - - 6,099
U.S. government securities 48 - - 48
Domestic corporate debt securities 10,589 - - 10,589
Global debt securities 1234 - - 1,234
Domestic equities 37,362 - - 37,362
International equities 5592 - - 5,592
Emerging market equities 39 - - 39
Real estate 15 . - 15
Multi strategy fund 65,257 - - 65,257
Total deferred compensation
plan assets 126,235 - - 126,235
Beneficial interest in frusts - - 10,796 10,796
Total assets $ 889370 § 188135 § 10,796 § 1,088,301
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(in thousands of dollars)

Assets

Investments
Cash and short term investments -
U.S. government securities
Domestic corporate debt securities
Global debt securities
Domestic equities
International equities
Emerging market equities
Real estate investment trust
Other

Total investments

Deferred compensation plan assets
Cash and short-term investments
U.S. government securities
Domestic corporate debt securities
Global debt securities
Domestic equities
International equities

* Emerging market equities
Real estate
Multi strategy fund
Guaranteed contract

Total deferred compensation
plan assets

Beneﬁciai interest in trusts
Total assets

2020

Level 1 Level 2 Level 3 Total
$ 253030 § $ - § 253,030
147 434 - - _ 147,434
17,577 180,834 - 198,411
22,197 21,458 . 44 255
187,354 7,660 - 195,014
77 481 - 77,481
1,257 1,257
313 - - 313
2 34 - 36
707,245 209,986 - 917231
5,754 3 - 5,754
51 51
7,194 - - 7,194
1,270 - 1270
24,043 - 24,043
3,571 - 3,571
27 27
11 11
51,904 51,804
- 92 92
93,825 92 93917
- 9,202 9,202
$ 801070 § 209,986 $ 9294 § 1,020,350
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The following tables set forth the financial instruments classified by the Health System within Level
3 of the fair value hierarchy defined above as of June 30, 2021 and 2020.

2021
Beneficlal
Interest in _
] Perpetual Guaranteed
(in thousands of dollars) Trust Contract Total
Balances at beginning of year % 9,202 & 92 8 9,294
Net realized/unrealized gains (losses) 1,594 {82) 1,602
Balances at end of year % 10,796 & - & 10,796
2020
Beneficial
" Interest in
Perpetual Guaranteed
(in thousands of dollars) Trust Contract Total
‘Balances at beginning of year S 9,301 $ 89 $ 9,390
Net realized/unrealized (losses) gains (99} .3 (96)
Balances at end of year B 9,202 § 92 $ 9,294

There were no fransfers into and out of Level 1 and 2 measurements due to changes in valuation
methodologies during the years ended June 30, 2021 and 20620.
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8. Net Assets with Donor Restrictions

Net assets with donor restrictions are available for the following purposes at June 30, 2021 and

2020:
(in thousands of dollars) 2021 - 2020
Investments held in perbetuity \ $ 64,498 $ = 59,352
Healthcare services ' 38,869 33,976

" Health education 26,934 16,849
Research 24,464 22,116
Charity care 15,377 12,366
Other 7,215 4,488
Purchase of equipment 6,913 3,081

$ 184,270  § 162,228

Income earned on donor restricted net assets held in perpetuity is available for these purposes.

9. Board Designated-and Endowment Funds

Net assets include numerous funds established for a variety of purposes including both donor-
restricted endowment funds and funds designated by the Board of Trustees to function as
endowments. Net assets associated with endowment funds, including funds designated by the
Board of Trustees to function as endowments, are classified and reported based on the existence
or absence of donor-imposed restrictions.

The Board of Trustees has interpreted the NH and VT Uniform Prudent Management of Institutional
Funds Acts (UPMIFA or Act) for donor-restricted endowment funds as requiring the preservation of
the original value of gifts, as of the gift date, to donor-restricted endowment funds, absent explicit
donor stipulations to the contrary. The Health System’s net assets with donor restrictions which
are to be held in perpetuity consist of (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to be held in perpetuity, and (c)
accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund, if any.
Collectively these amounts are referred to as the historic dollar value of the fund.
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Net assets without donor restrictions include funds designated by the Board of Trustees to function
as endowments, the income from certain donor-restricted endowment funds, and any accumulated
investment return thereon, which pursuant to donor intent may be expended based on trustee or
management designation. Net assets with donor restrictions that are temporary in nature, either
restricted by time or purpose, include funds appropriated for expenditure pursuant to endowment
and investment spending policies, certain expendable endowment gifts from donors, and any
retained income and appreciation on donor-restricted endowment funds, which are restricted by the
donor to a specific purpose or by law. When the restrictions on these funds have been met, the
funds are reclassified to net assets without donor restrictions.

In accordance with the Act, the Health System considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: the duration and
preservation of the fund; the purposes of the donor-restricted endowment fund; general economic
conditions; the possible effect of inflation and deflation; the expected total return from income and
the appreciation of investments; other resources available; and investment policies.

The Health System has endowment investment and spending policies that attempt to provide a
‘predictable stream of funding for programs supported by its endowment while ensuring that the
purchasing power does not decline over time. The Health System targets a diversified asset
allocation that places emphasis on investments in domestic and international equities, fixed
income, private equity, and hedge fund strategies to achieve its long-term retumn objectives within
prudent risk constraints. The Health System’s Investment Committee reviews the pohcy portfolio
asset allocations, exposures, and risk proﬁle on an ongoing basis.

The Health System, as a policy, may appropriate for expendlture or accumulate so much of an
endowment fund as the institution determines is prudent for the uses, benefits, purposes, and
duration for which the endowment is established, subject to donor intent expressed in the gift
instrument and the standard of prudence prescribed by the Act.

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below their original contributed value. Such market losses were not material as of
June 30, 2021 and 2020.

Endowment net asset composition by type of fund consxsts of the following at June 30, 2021 and

2020:
2021
Without With
Donor Donor
(in thousands of dollars) Restrictions - Restrictions Total
Donor-restricted endowment funds $ o= 8 108,213 $ 108,213
Board-designated endowment funds 41,728 - 41,728

Totel endowed net assets  § 41,728 § 108,213 § 149,941
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2020
Without With
Donor Donor
(in thousands of dolla(s) Restrictions Resftrictions Total
Donor-restricted endowment funds $ - $ 80,039 §$ 80,039
Board-designated endowment funds 33,714 - 33,714
Total endowed net assets  $ 33,714 % 80,039 § 113,753

Changes in endowment net assets for the years ended June 30, 2021 anq 2020 are as follows:

30

2021
Without . With
Donor Donor
(in thousands of dollars) Restrictions Restrictions Total
. Balances at beginning of year $ 33,714 $ 80,039 % 113,753
Net investment return 7,182 17,288 24,480
Contributions 894 13,279 14,173
Transfers - 418 418
Release of appropriated funds (72) {(2,811) (2,883)
Balances at end of year $ 41,728 & 108,213 § 149,941
Balances at end of year 108,213
Beneficial interest in perpetual trusts 9,721
Net assets with donor restrictions $ 117,934
2020
Without With
Donor Donor
(in thousands of dollars) Restrictions Restrictions Total
Balances at beginning of year $ 31421 B 78,268 $ 109,689
Net investment return 713 1,460 2,173
Contributions 890 2,990 3,880
Transfers 14 267 281
Release of appropriated funds 676 (2,846) (2,270)
. Balances at end of year $ 33,714 $ 80,038 § 113,753
Balances at end of year 80,039
Beneficial inferest in perpetual trusts 8,782
Net assets with donor restrictions 5 86,821
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10. Long-Term Debt
A summary of long-term debt at June 30, 2021 and 2020 is as follows:

(in thousands of dollars) 2021

Variable rate issues
New Hampshire Health and Education Facilities
Authority (NHHEFA) Revenue Bonds

Series 2018A, principal maturing in varying annual
amounts, through August 2037 (1) $ 83,355

Fixed rate issues '

New Hampshire Health and Education Facilities

Authority Revenue Bonds

Series 2018B, principal maturing in varying annual
amounts, through August 2048 (1) 303,102
Series 2020A, principal maturing in varying annual
amounts, through August 2059 (2) 125,000
Series 2017A, principal maturing in varying annual
amounts, through August 2040 (3) 122,435
Series 20178, principal maturing in varying annual
amounts, through August 2031 (3) 109,800
Series 2019A, principal maturing in varying annual
amounts, through August 2043 (4) 99,165
Series 2018C, principal maturing in varying annual :
amounts, through August 2030 (5) 24,425
Series 2012, principal maturing in varying annual
amounts, through July 2039 (6) 23,470
Series 2014B, principal maturing in varying annual .
amounts, through August 2033 (7) 14,530
Series 2014A, principal maturing in varying annual
amounts, through August 2022 (7) 12,385
Series 2016B, principal maturing in varying annual
amounts, through August 2045 (8) 10,970

Note payable

Note payable to a financial institution due in monthly interest

only payments through May 2035 (9) 125,000

2020

$ 83,355

303,102
125,000
122,435
109,800
99,165
25,160
24,315
14,530
19,765

10,970

125,000

Total obligated group debt $ 1,053,637

$ 1,062,597
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A summary of fong-term debt at June 30, 2021 and 2020 is as follows (continued):

(in thousands of dollars)

Other

Note payable fo a financial institution payable in interest free

monthly installments through December 2024,
collateralized by associated equipment

Note payable fo a financial institution with entire

principal due June 2034; collateralized by land
and building. The note payable is interest free

Mortgage note payable to the US Dept of Agriculture;
monthly payments of $10,892 include interest of 2.375%

through November 2046

Total nonobligated group debt
Total obligated group.debt

Total long-term debt

Add: Original issue premium and discounts, net

Less: Current portion
Debt issuance costs, net
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2021 2020
$ 147 § 287
273 273
2,489 2,560
2,909 3.120
1,053,637 1,062,597
1,066,546 1,065,717
86,399 89,542
9,407 9467
7,181 7262
§ 1126357 & 1,138,530
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Aggregate annual principal payments for the next five years ending June 30 and thereafter are as

follows:

(in thousands of dollars) 2021
2022 $ 9,407
2023 6,602
2024 ) 1,841
2025 4,778
2026 4,850
Thereafter 1,029,068

$ 1,056,546

Dartmouth-Hitchcock Obligated Group (DHOG) Debt

MHMH established the DHOG in 1993 for the original purpose of issuing bonds fi nanced through
NHHEFA or the "Authority”. The members of the obligated group consist of D-HH, MHMH, DHC,
Cheshire, NLH, MAHHC, and, APD. D-HH is designated as the obligated group agent.

Revenue Bonds issued by members of the DHOG are administered through notes registered in the
name of the Bond Trustee and in accordance with the terms of a Master Trust Indenture. The
Master Trust Indenture contains provisions permitting the addition, withdrawal, or consolidation of
members of the DHOG under certain conditions. The notes constitute a joint and several obligation
of the members of the DHOG (and any other future members of the DHOG) and are equally and
ratably collateralized by a pledge of the members’ gross receipts. The DHOG is also subject to
certain annual covenants under the Master Trust Indenture, the most restrictive is the Annual Debt
Service Coverage Ratio {1.10x).

(1) Series 2018A and Series 2018B Revenue Bonds
' {
The DHOG issued NHHEFA Revenue Bonds, Series 2018A and Series 20188 in February
2018. The Series 2018A Revenue Bonds were primarily used to refund a portion of Series
2015A and Series 2016A. The Series 2018B were primarily used to refund a portion of Series
2015A and Series 2016A, Revalving Line of Credit, Series 2012 Bank Loan and the Series
2015A and Series 2016A Swap terminations. A loss on the extinguishment of debt of
approximately $578,000 was recognized in non-operating gains (losses) on the statement of
operations and changes in net assets, as a result of the refinancing. The interest on the Series
2018A Revenue Bonds is variable with a cumrent interest rate of 5.00% and matures in variable
amounts through 2037. The interest on the Series 2018B Revenue Bonds is fixed with an
interest rate of 4.18% and matures in variable amounts through 2048,

{2) Series 20204 Revenue Bonds

The DHOG issued NHHEFA Revenue Bonds Series 2020A in February, 2020. The proceeds
from the Series 2020A Revenue Bonds are being used primarily to fund the construction of a

212,000 square foot inpatient pavilion in Lebanon, NH as well as various equipment. The
interest on the Series 2020A Revenue Bonds is fixed with an interest rate of 5.00% and
matures in variable amounts through 2059,
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(3)

(4)

()

(6)

(7)

(8)

Series 2017A and Series 2017B Revenue Bonds

The DHOG issued NHHEFA Revenue Bonds, Series 2017A and Series 2017B in December,
2017. The Series 2017A Revenue Bonds were primarily used to refund Series 2009 and
Series 2010 and the Series 2017B Revenue Bonds were used to refund Series 2012A and
Series 2012B. The interest on the Series 2017A Revenue Bonds is fixed with an interest rate
of 5.00% and matures in variable amounts through 2040. The interest on the Series 20178
Revenue Bonds is fixed with an interest rate of 2.54% and matures in variable amounts through
2031.

Séries 2019A Revenue Bonds

The DHOG issued NHHEFA Revenue Bonds Series 2019A in October, 2019. The proceeds
from the Series 2019A Revenue Bonds are being used primarily to fund the construction of a
91,000 square foot expansion of facilities in Manchester, NH to include an Ambulatory Surgical
Center as well as various equipment. The interest on the Series 2019A Revenue Bonds is fixed
with an interest rate of 4.00% and matures in variable amounts through 2043.

Series 2018C Revenue Bonds

The DHOG issued NHHEFA Revenue Bonds, Series 2018C in August, 2018. The Series 2018C
Revenue Bonds were used primarily to refinance the Series 2010 Revenue Bonds. The interest
on the series 2018C Revenue Bonds is fixed with an interest rate of 3.22% and matures in
variable amotnts through 2030.

Series 2012 Revenue Bonds

The NHHEFA issued $29,650,000 of tax-exempt Revenue Bonds, Series 2012. The proceeds
of these bonds were used to refund 1998 and 2009 Series Bonds, to finance the settlement
cost of the interest rate swap, and to finance the purchase of certain equipment and
renovations. The bonds have fixed interest coupon rates ranging from 2.0% to 5.0% (a net
interest cost of 3.96%), and matures in variable amounts through 2039.

Series 2014A and Series 2014B Revenue Bonds

The DHOG issued NHHEFA Revenue Bonds, Series 2014A and Series 2014B in August 2014,
The proceeds from the Series 2014A-and 2014B Revenue Bonds were used to partially refund
the Series 2009 Revenue Bonds and to cover cost of issuance. Interest on the 2014A
Revenue Bonds is fixed with an interest rate of 2.63% and matures at various dates through
2022, Interest on the Series 2014B Revenue Bonds is fixed with an interest rate of 4.00% and
matures at various, dates through 2033.

Series 2016B Revenue Bonds

The DHOG issued NHHEFA Révenue Bonds, Series 2016B in July 2016 through a private
placement with a financial institution. The Series 2016B Revenue Bonds were used to finance

2016 projects. The Series 2016B is fixed with an interest rate of 1.78% and matures at various

dates through 2045.
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(9) Note payable to financial institution

The DHOG issued a note payable to TD Bank in May 2020. Issued in response to the COVID-
19 pandemic, the proceeds from the note will be used to fund working capital as needed. The
interest on the note payable is fixed with an interest rate of 2.56% and matures at various dates
through 2035.

Outstanding joint and several indebtedness of the DHOG at June 30, 2021 and 2020 approximates
$1,053,637,000 and $1,062,597,000, respectively. ‘

The Health System Indenture agreements require establishment and maintenance of debt service
reserves and other trustee held funds. Trustee held funds of approximately $170,399,000 and
$236,198,000 at June 30, 2021 and 2020, respectively, are classified as assets limited as to use in
the accompanying consolidated balance sheets (Note 4). In addition, debt service reserves of
approximately $8,035,000 and $9,286,000 at June 30, 2021 and 2020, respectively, are classified
as other current assets in the accompanying consolidated balance sheets. The debt service
reserves are mainly comprised of escrowed construction funds at June 30, 2021 and 2020.

For the years ended June 30, 2021 and 2020 interest expense on the Health System’s long term
debt is reflected in the accompanying consolidated statements of operations and changes in net
assets as operating expense of approximately $30,787,000 and $27,322,000 and other non-
operating losses of $3,782,000 and $3,784,000, respectively, net of amounts capitalized.’

11. Employee Benefits

All eligible employees of the Health System are covered under various defined benefit and/or
defined contribution plans. In addition, certain members provide postretirement medical and life
benefit plans to certain“of its active and former employees who meet eligibility requirements. The
postretirement medical and life plans are not funded.

All of the defined benefit plans within the Health System have beeh frozen and therefore there are
no remaining participants earning benefits in any of the Health System’s defined benefit plans.

The Health System continued to execute the settlement of obligations due to retirees in the defined
benefit plans through bulk lump sum offerings or purchases of annuity contracts. The annuity
purchases follow guidelines established by the Department of Labor (DOL). The Health System
anticipates continued consideration and/or implementation of additional settlements over the next
several years.
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Defined Benefit Plans ‘

Net periodic pension expense included in employee benefits in the consolidated statements of
operations and changes in net assets is comprised of the components listed below fo<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>