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TCA Partners, LLP

A Certified Public Accountancy Limited Liability Paership

1111 East Herndon Avenue, Suite 211, Fresno, CR®37
Voice (559) 431-7708 Fax (559) 431-7685

INDEPENDENT AUDITORS' REPORT ON FINANCIAL STATEMENT

To the Board of Directors
Shingletown Medical Center, Inc.
Shingletown, California

We have audited the accompanying balance shediinglStown Medical Center, Inc. (the "Center"),a-n
for-profit organization, as of June 30, 2009 aralrilated statement of operations and changes assets
and cash flows for the year then ended. These diahatatements are the responsibility of the Qé&nte
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with audititendards generally accepted in the United Stdtes o
America. These standards require that we plarpanidrm the audit to obtain reasonable assuranoetab
whether the financial statements are free of natenisstatements. An audit includes consideratianternal
control over financial reporting as a basis forigieieg audit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Clinioteinal
control over financial reporting. Accordingly, w&press no such opinion. An audit includes exaigiron a
test basis, evidence supporting the amounts acobbdises in the financial statements. An audit aisludes
assessing the accounting principles used and Eignifestimates made by management, as well asativa

the overall financial statement presentation. Wiebe that our audit provide a reasonable basiotor
opinion.

In our opinion, the financial statements referedtove present fairly, in all material respedts,financial
position of the Center, as of June 30, 2009, aeddbults of its operations and changes in itagsts and its
cash flows for the year then ended in conformit§nwaiccounting principles generally accepted indhéed
States of America.

TCA Partners, LLP

October 28, 2009



SHINGLETOWN MEDICAL CENTER, INC.

BALANCE SHEET
June 30, 2009

ASSETS

Current assets:
Cash
Patient accounts receivable, net of allowancé&98{549
Grants & other receivables
Estimated third-party settlements
Prepaid expenses and inventories

Total current assets

Property and equipment, net of accumulated depreciaf $396,517

Total assets

LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable
Accrued payroll and other expenses
Deferred revenue
Long-term debt, current portion

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

Net assets:
Unrestricted

Total liabilities and net assets

The accompanying notes are an integral part oktfirancial statements.
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2009

$ 29,971
263,747
20,451
99,787

25,374

439,330

915,854

$ 1,355,184

$ 19,673
53,416
4,169

24,376

101,634

78,871

180,505

1,174,679

$ 1,355,184



SHINGLETOWN MEDICAL CENTER, INC.

STATEMENT OF OPERATIONS AND CHANGESIN NET ASSETS

For The Years Ended June 30, 2009

Changes in unrestricted net assets:
Revenues and other support:
Patient service revenue, net
Grant revenue
Other

Total unrestricted revenues and other sdppo

Expenses:
Salaries
Employee benefits
Professional fees
Contractual services
Supplies
Maintenance & repairs
Facility expense
Telephone & communications
Insurance
Interest
Depreciation and amortization

Provision for uncollectible accounts

Other operating expenses
Total expenses

Increase in unrestricted net assets

Net assets, beginning of year

Net assets, end of year

The accompanying notes are an integral part oktfirancial statements.

2009

$ 1,262,180
492,918

28,168

1,783,266

828,110
233,821
205,513
128,521
73,982
1,447
45,651
25,586
11,859
1,262
43,068
3®77
88,163

1,723,753

39,51

1,115,166

81174679



SHINGLETOWN MEDICAL CENTER, INC.
STATEMENT OF CASH FLOWS
For The Years Ended June 30, 2009

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile operating income to nehca
provided by (used in) operating activities:
Depreciation and amortization

Changes in operating assets and liabilities:

Change in patient accounts receivable
Change in grants and contracts receivable
Change in estimated third-party settlements
Change in prepaid expenses and other deposits
Change in inventory
Change in accounts payable
Change in accrued payroll and other expenses
Change in deferred revenue

Net cash provided used in operating a@tiwit

Cash flows from financing activities:
Proceeds from new debt
Repayment of debt
Net cash used in financing activities

Net decrease in cash
Cash at beginning of year
Cash at end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

The accompanying notes are an integral part oktfirancial statements.
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2009

$ 59,513

43,068

(109,573)
(4,313)
4,332
9,315
(3,963)
(26,436)
19,214

(13,211)

(22,054)

(24,94_5)

(24,945)

(46,999)

76,970

$ 29,971

$ 1,261



SHINGLETOWN MEDICAL CENTER, INC.
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Shingletown Medical Center, Inc. (the "Center"aiderally qualified health center that worksnpiove,
promote and maintain the physical and emotiondtthne&residents in the communities it serves. Teater
primarily earns revenues by providing physician egldted health care services through a clinicttan
Shingletown, California. The Center derives supgordugh grants and contracts with the U.S. Departrof
Health and Human Services and the State of Caif@apartment of Health Services and other statdamal
agencies.

Presentation

The financial statements have been prepared temptrése financial position, results of operationd aash
flows of the Center in accordance with the Ameritetitute of Certified Public Accountanggcounting and
Audit Guide for Health Care Organizatiorgated May 1, 2008. The Guide incorporates theirements of
Statements of Financial Accounting Standards foarftial statement presentation for not-for-profit
organizations.

New Accounting Pronouncements

In September 2006, the Financial Accounting Stash@axard (FASB) issued FASB Statement No. 15ajr*
Value Measuremeh{SFAS No. 157), which defines fair value, estabéis a framework for measuring fair
value, and expands disclosures about fair valuesunements. SFAS No.157 is effective for fiscalrgea
beginning after November 15, 2007. In February 2@0& FASB issued SFAS No.159 He Fair Value
Option for Financial Assets and Financial Liabiig- including an amendment of FAS Statement No.159,
(SFAS No 159) providing companies with an optiomeport selected financial assets and liabilitiesia
value. This statement is effective in the fiscaryending June 30, 2009. The Center believes thatiad of
SFAS No. 157 and SFAS 159 has no material impadsdimancial statements.

Third-Party Contractual Agreements

The Center has agreements with Medicare that pegagiments under a cost-based reimbursement sgstem
with Medi-Cal that provide payments under the Pegsipe Payment System (PPS). In the case of Megjica
reasonable estimates are made and reported iretivel [gservices are rendered, and differences battiee
estimates and actual receipts are included in tdteraent of operations in the period in which they
determined. In the case of Medi-Cal, payments urnldernew system are final, unless the number of
reimbursable visits is changed as a result of dit by the State of California, Department of He&ervices.

Patient Accounts Receivable

Accounts receivable are recorded at gross valumaildth a corresponding allowance for doubtful asds.
Allowance accounts are estimated for each typeadivable based on the Center’s experience inctivite
those receivables, historical collection informatimd existing economic conditions. Patient acomagtivables
are due in full when billed. Accounts are considetelinquent and subsequently written off as badisdeased on
individual credit evaluation and specific circunmstes of the account.



SHINGLETOWN MEDICAL CENTER, INC.
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2009
NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment

Property and equipment acquisitions are recordeasatDepreciation of property and equipment is computed
on the straight-line method over the estimatedsliekdepreciable assets as follows: Building anitting
improvements from 15-40 years; and equipment, furaiand fixtures from 3-10 years. Donations operty
and equipment are reported at fair value as apaserin unrestricted net assets unless the dostacts use

of the assets. Monetary gifts that must be usexttmire property and equipment are reported asctest
support. The expiration of such restrictions ioregd as an increase in unrestricted net assetstivaelonated
asset is placed in service. Donor restricted doutions for property and equipment whose restmstiare met
within the same year as received are reported @stiicted contributions.

Income Taxes
The Center has been recognized by the InternalrRevBervice as a non-profit corporation as desttitpe

Sec. 501(c)(3) of the Internal Revenue Code (IR@) ia exempt from federal and state income taxes on
related income pursuant to Sec. 501(a) of the IRC@alifornia Revenue and Taxation code Sec 23701d.

Charity Care

The Center provides care to patients who meetioantiéeria under its charity care policy witholezge or at
amounts less than its established rates. The Caogsmot pursue collection of amounts determioegaialify
as charity care and they are not reported as revenu

Cost of Borrowing

Interest cost incurred on borrowed funds duringpiiéod of construction of capital assets is céipéd as a
component of the cost of acquiring those asseten/the qualifying capital asset is financed witbgeeds
from tax exempt externally restricted borrowingg #itemporary investments have been purchasedmige
proceeds, then interest costs are reduced by tiredtearned on the temporary investments.

Revenue Recognition

It is the policy of the Center to recognize revenfrem federal grants and state contracts to thenéxf
expenses incurred not to exceed grant and cordveatds. When the grant and contract budgets do not
coincide with the Center's reporting period, reveanare recognized on a pro-rata basis as earneshirefor
grants from other private sources is recognizeti@éextent of cash received and the grant is eaRegéent
service revenue is recorded at the Center's estiallirates with sliding fee scale adjustments,igi@vfor
uncollectible accounts, and contractual allowarmsshicted to arrive at net patient service revenue.



SHINGLETOWN MEDICAL CENTER, INC.
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contributions

Unconditional promises to give cash and other asme&t accrued at estimated fair value at the datk e
promise is received. Gifts received with donorgdtgions are reported as either temporarily or peremtly
restricted support. When a donor restriction exgitteat is, when a time restriction ends or purpestiction
is accomplished, temporarily restricted net asaetseclassified and reported as an increase @suitted net
assets. Donor-restricted contributions whose &tris are met within the same year as receivectpogted
as unrestricted contributions. Conditional conttitms are reported as liabilities until the corwfitiis
eliminated or the contributed assets are returo¢hlet donor.

Vacation Pay
The Center permits its employees to accumulateieaceredit hours over their working career ancettieem
such unused vacation hours in cash upon terminatiemployment. Vacation benefits may be accumdiete

a maximum of 240 hours. Employees earn vacationshmsed on length of service. Employees wilbaoh
any additional credit hours until previously accuated vacation benefits have been used.

Inventories
Inventories are stated at cost, determined usiadit$t-in, first-out method.

Use of Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedhia
United States of America requires management tcenegkimates and assumptions that affect the reporte
amounts of assets and liabilities and disclosunfingent assets and liabilities at the datdéefinancial
statements and the reported amounts of revenuesxaatses during the reporting period. Actualltesu
could differ from those estimates.



SHINGLETOWN MEDICAL CENTER
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 2: CASH

Cash consisted of the following at June 30: 2009

Petty cash $ 350

Checking and certificates of deposit 29,621
Total cash $ 29,971

The Center considers all liquid investments witigioal maturities of three months or less to behcas
equivalents. Of the bank balances, per the vafinaacial institutions as of June 30, 2009, all eveovered
by federal depository insurance.

NOTE 3: PATIENT ACCOUNTSRECEIVABLE

The patient accounts receivable balance as of 3diecomprised of the following:

2009
Medicare $ 107,962
Medi-Cal 135,230
Other third-party payors & patients 114,104
Total before allowance for doubtful accaunt 357,296
Less: allowance for doubtful accounts (93,549)
Total net patient accounts receivable $ 263,747

NOTE 4: CONCENTRATIONS OF CREDIT RISK

The Center grants credit without collateral tg#sients, most of who are local residents andaxgéed under
third-party agreements. The mix of receivables faatients and third-party payors at June 30 wéslaw/s:

Payor Class 2009
Medicare 30%
Medi-Cal 38%
Other third-party payors & patients 32%
Total 100%



SHINGLETOWN MEDICAL CENTER, INC.
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 5: PROPERTY AND EQUIPMENT

Property and equipment as of June 30, 2009 are risedpof the following:

2009
Land $ 172,396
Buildings 943,027
Equipment 196,948
Subtotal 1,312,371
Less: Accumulated depreciation (396,517)
Total $ 915,854

Depreciation expense for fiscal year ending June 2809 is $43,068. The Center did not have any
construction in progress at June 30, 2009

NOTE 6: DEFERRED REVENUE

The Center has received State, Federal and othds fu the form of grants, which are subject taewnand

audit by the grantor agencies. Additionally, fungiseived in advance of their corresponding expenglire

considered to be refundable until such expendituiecurred. Revenue recognition is also defernetil u
expenditures are realized. Deferred revenuessrcttegory as of June 30, 2009 amounted to $4\G® of

the deferred revenue at June 30, 2009 relatediavdegrants.

NOTE 7: NET PATIENT SERVICE REVENUE

The Center is approved as a Federally Qualifiedthl€@enter (FQHC) for both Medicare and Medi-Cal

reimbursement purposes. The Center has agreeméhtthind-party payors that provide payments to the
Center at amounts different from its establishe@staA summary of the payment arrangements with
government and third party payors is as follows:

Medicare Medical services rendered to Medicare programefieiaries are paid under a cost-based
reimbursement system. The Center is reimbursed tanttive (“interim”) rate, with final settlement
determined after submission of annual cost reppothe center and audit thereof by the fiscal inextiary.

Medi-Cat Medical services rendered to Medi-Cal benefiemere paid under a Prospective Payment System,
using rates established by the Center’'s “Base Y#&stal year ended June 30, 2000” cost repord fiinder

the previous cost-based reimbursement system. Tatseare adjusted annually according to chamgbei
Medicare Economic Index and any approved chang®iCenter’s scope of service.

InsuranceThe Center has also entered into payment agréemvih certain commercial insurance carriers and
preferred provider organizations. The basis fomgat to the Center under these agreements ingragsectively
determined rates and discounts from establishedjeba



SHINGLETOWN MEDICAL CENTER, INC.
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 8: MALPRACTICE CLAIMS

The U.S. Department of Health and Human Servicegddeamed the Center and its practicing physicians
covered under the Federal Tort Claims Act (FTCA)damage for personal injury, including death, ltesy
from the performance of medical, surgical, dental eelated functions. FTCA coverage is comparabknt
occurrence policy without a monetary cap.

Accounting principles generally accepted in thetethStates of America require a health care protadeccrue

the expense of its share of malpractice claim cibstay, for any reported and unreported inciderfitgotential
improper professional service occurring duringykbar by estimating the probable ultimate costsefrtcidents.
Based upon the Center’s claim experience, no sactual has been made. It is reasonably possibte tha
this estimate could change materially in the neant

NOTE 9: LONG-TERM DEBT

Long-term debt at June 30, 2009 is summarized |

2009
California Health Facilities Financing Authoritynete payable in monthly
payments of $2,160, interest rate of 3%, due July32 The Note is secured $99,518
by the Center’s real and personal property.

Dolphin capital equipment lease 3,729
Total long-term debt $103,247
Less: current portion (24,376)

$ 78,871

The above notes payable require the Center toama#rtain financial and non-financial covenaiitee Center
met all of these requirements for the fiscal yeatieg June 30, 2009.

Long-term principal debt repayments due in eacthefext five fiscal years and thereafter are:

Principal
2010 $ 24,376
2011 25,173
2012 26,031
2013 25,511
2014 2,156
Total $103,247

10



SHINGLETOWN MEDICAL CENTER, INC.
NOTESTO FINANCIAL STATEMENTS
JUNE 30, 2009

NOTE 10: CONTINGENCIES

Continuing program funding from federal and statgrses is contingent upon availability of funds anaject
performance. The funds are awarded on a yearlg b@sin receipt and approval of program applicatibns
addition, expenses made under federal and statesgnae subject to review and audit by the graagencies.

NOTE 11: ESTIMATED THIRD-PARTY SETTLEMENTS

The Center has recorded an estimated receivableaagovernment payors of $99,787 as of June @092
In the opinion of management, final settlementhaf &ssociated cost reports will not materially cftbe
financial statements of the Center.

NOTE 12: LITIGATION

In the normal course of business, the Centerag) time to time, subject to allegations that magoresult
in litigation. Some of these allegations are inagraot covered by the Center's commercial insurémrce
example, allegations regarding employment praaticgerformance of contracts. The Center evalusiieb
allegations by conducting investigations to detasrthe validity of each potential claim. Based ufien
advice of counsel, management records an estiritite amount of ultimate expected loss, if any dach of
these matters. Events could occur that would cthesestimate of ultimate loss to differ materiatiythe
near term.

NOTE 13 PROFIT SHARING PLAN

All full-time and part-time employees may make pag-deferrals of their pay through a personallgsield
403(b) retirement savings plan. During the yeaeenJune 30, 2009, the Center made contributioriseon
employees’ behalf to the 403(b) retirement savinghe amount of $24,559.

NOTE 14: FUNCTIONAL CLASSIFICATION OF EXPENSES

The Center provides health care services primarihgsidents within its geographic area. Expenskded to
providing these services are as follows:

2009
Health care services $ 1,206,866
General and administrative 516,887
Total $1,723,753
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