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Report on the financial statements
We have audited the accompanying consolidated financial statements of Shore Memorial Health
System and Affiliates (the System), which comprise the consolidated balance sheets as of
December 31, 2018 and 2017, and the related consolidated statements of operations and changes in
net assets and cash flows for the years then ended, and the related notes to the consolidated financial
statements.
Management’s responsibility for the financial statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the 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 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 obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Shore Memorial Health System and Affiliates as of December 31,
2018 and 2017, and the results of their operations and their cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.
Emphasis of Matter
As discussed in Note B.15 to the consolidated financial statements, in 2018 the System adopted
Accounting Standards Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit
Entities. Our opinion is not modified with respect to this matter.
Supplementary information
Our audits were performed for the purpose of forming an opinion on the consolidated financial
statements taken as a whole. The accompanying consolidating balance sheet as of December 31,
2018 and the related consolidating statement of operations and changes in net assets for the year
then ended are presented for purposes of additional analysis, rather than to present the financial
position, results of operations, and cash flows of the individual entities, and are not a required part of
the consolidated financial statements. Such supplementary information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the consolidated financial statements. The information has been subjected to
the auditing procedures applied in the audit of the consolidated financial statements and certain
additional procedures. These additional procedures included comparing and reconciling the
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 supplementary information is fairly stated, in all material respects, in relation to
the consolidated financial statements as a whole.

Philadelphia, Pennsylvania
April 24, 2019

Shore Memorial Health System and Affiliates
CONSOLIDATED BALANCE SHEETS
December 31,

2018

2017

ASSETS
Current assets
Cash and cash equivalents
Current portion of assets limited as to use
Patient accounts receivable, net of allowance for doubtful
accounts of $9,547,000 in 2018 and $9,828,000 in 2017
Supplies
Prepaid expenses and other current assets

$

$

3,936,123
981,041

21,911,504
2,984,949
4,225,894

19,301,120
2,700,052
5,325,091

34,153,307

32,243,427

100,755,597
819,362
2,432,260
127,372,634
5,054,428
1,709,758

93,075,754
871,862
2,432,260
136,519,776
3,587,006
1,912,069

$ 272,297,346

$ 270,642,154

$

$

Total current assets
Assets limited as to use:
Internally designated by Board of Trustees
Externally designated by donor
Externally designated under certain agreements, less current portion
Property and equipment, net
Other assets
Beneficial interest in perpetual trust
Total assets

4,047,254
983,706

LIABILITIES AND NET ASSETS
Current liabilities:
Current portion of long-term debt
Accounts payable, accrued expenses, and other current liabilities
Accrued vacation, holiday, and sick pay
Accrued interest payable
Current portion of accrued retirement benefits
Estimated settlements due to third-party payors
Total current liabilities

9,119,109
26,415,428
4,734,439
166,649
1,255,131
6,153,687

6,813,345
25,643,269
4,635,131
199,549
1,288,664
5,488,644

47,844,443

44,068,602

70,833,856
4,660,368
7,933,899
57,013,273

78,077,619
4,695,233
9,007,474
64,697,797

188,285,839

200,546,725

Net assets:
Without donor restrictions
With donor restrictions

81,177,637
2,833,870

66,861,246
3,234,183

Total net assets

84,011,507

70,095,429

$ 272,297,346

$ 270,642,154

Accrued retirement benefits, less current portion
Reserve for insurance claims, less current portion
Other long-term liabilities
Long-term debt, less current portion
Total liabilities

Total liabilities and net assets

The accompanying notes are an integral part of these consolidated financial statements.
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Shore Memorial Health System and Affiliates
CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS
Year ended December 31,

2018

2017

$ 214,336,372
(7,534,909)

$ 204,417,034
(5,534,127)

206,801,463
8,807,994

198,882,907
10,969,316

215,609,457

209,852,223

67,005,344
23,559,553
15,488,470
43,510,008
38,040,255
2,783,278
12,062,075

66,836,317
20,834,745
16,208,620
44,651,414
35,710,954
2,771,060
12,063,224

202,448,983

199,076,334

13,160,474

10,775,889

(1,875,772)
508,834

4,139,041
599,419

Total nonoperating (losses) gains, net

(1,366,938)

4,738,460

Excess of revenues and gains over expenses and losses

11,793,536

15,514,349

Other changes in net assets without donor restrictions:
Other changes in pension and other postretirement benefits

2,522,855

(2,837,035)

14,316,391

12,677,314

(52,500)
(145,502)
(202,311)

85,599
44,595
135,562

(400,313)

265,756

13,916,078

12,943,070

70,095,429

57,152,359

Net assets without donor restrictions
Revenues:
Net patient service revenue
Less: provision for bad debts
Net patient service revenue less provision for bad debts
Other revenue
Total revenues
Expenses:
Salaries and wages
Physician salaries and fees
Employee benefits
Contracted services
Supplies and other expenses
Interest
Depreciation and amortization
Total expenses
Operating income
Nonoperating gains and losses:
Investment return, net
Change in fair value of interest rate swap

Increase in net assets without donor restrictions
Net assets with donor restrictions
Investment return, net
Other
Change in beneficial interest in perpetual trust
(Decrease) increase in net assets with donor restrictions
Increase in net assets
Net assets, beginning of year
Net assets, end of year

$

The accompanying notes are an integral part of these consolidated financial statements.
6

84,011,507

$

70,095,429

Shore Memorial Health System and Affiliates
CONSOLIDATED STATEMENTS OF CASH FLOWS
Year ended December 31,

2018
Cash flows from operating activities
Increase in net assets
Adjustments to reconcile increase in net assets to
net cash provided by operating activities:
Other changes in pension and other postretirement benefits
Change in fair value of interest rate swap
Depreciation and amortization
Loss (gain) on disposal of property and equipment
Change in beneficial interest in perpetual trust
Net realized and unrealized losses (gains) on investments
Provision for bad debts
Changes in assets and liabilities:
Patient accounts receivable
Supplies
Prepaid and other assets
Accounts payable, accrued expenses, and other liabilities
Accrued vacation, holiday, and sick pay
Accrued interest payable
Estimated settlements due to third-party payors
Accrued retirement benefits
Reserve for insurance claims

$

Net cash provided by operating activities
Cash flows from investing activities
Net purchases of assets limited as to use
Cash received on disposal of property and equipment
Additions to property and equipment
Net cash used in investing activities
Cash flows from financing activities
Principal payments on long-term debt, net
Net cash used in financing activities
Increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

13,916,078

2017

$

12,943,070

(2,522,855)
(508,834)
12,062,075
7,250
202,311
2,340,269
7,534,909

2,837,035
(599,419)
12,063,224
(107,117)
(135,562)
(3,646,838)
5,534,127

(10,145,293)
(284,897)
(368,225)
207,418
99,308
(32,900)
665,043
(4,754,441)
(34,865)

(4,634,235)
(312,067)
(549,499)
1,425,125
68,921
(31,357)
1,784,407
(5,196,615)
124,319

18,382,351

21,567,519

(9,970,277)
41,550
(1,522,371)

(11,340,402)
134,494
(1,760,249)

(11,451,098)

(12,966,157)

(6,820,122)

(6,569,924)

(6,820,122)

(6,569,924)

111,131

2,031,438

3,936,123

1,904,685

Cash and cash equivalents, end of year

$

4,047,254

$

3,936,123

Supplemental disclosures of cash flow information
Cash paid for interest

$

2,816,178

$

2,802,417

Assets acquired under capital lease obligations

$

1,319,774

$

1,805,253

The accompanying notes are an integral part of these consolidated financial statements.
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2018 and 2017

NOTE A - ORGANIZATION AND BASIS OF PRESENTATION
The consolidated financial statements include the accounts of Shore Memorial Health System and its affiliates (the
System): Shore Memorial Hospital d/b/a Shore Medical Center, Shore Health Services Corporation, Brighton Bay
LLC, Shore Memorial Physicians Group, P.C., Shore Urgent Care, P.A., Shore Hospitalists Associates, P.A., Shore
Specialty Consultants, P.A., Shore Pathology Associates, P.C., Shore Quality Partners LLC, and Shore Health
Enterprises, Inc.
Shore Memorial Hospital d/b/a Shore Medical Center (the Medical Center) is a 203-bed not-for-profit, acute-care,
tax-exempt hospital located in Somers Point, New Jersey. The Medical Center provides general health care services
to residents within its geographic location for a wide range of inpatient and outpatient services, including medical,
surgical, obstetrical, gynecological, pediatric, emergency, and ambulatory care.
Shore Health Services Corporation (Health Services), a not-for-profit, tax-exempt controlled affiliate of the
Medical Center, maintains certain property for future development.
Brighton Bay LLC (Brighton Bay), a controlled affiliate of the Medical Center, was incorporated as a for-profit
limited liability corporation to hold title and manage a medical office building.
Shore Memorial Physicians Group, P.C. (the Physicians Group), a controlled affiliate of the Medical Center, was
incorporated as a for-profit professional corporation for the purpose of developing an employed physician
network. The Physicians Group is designed to achieve a more integrated approach to the delivery of medical care
for the community served by the Medical Center.
Shore Urgent Care, P.A. (Urgent Care), a controlled affiliate of the Physicians Group, was incorporated as a forprofit professional corporation for the purpose of operating urgent care centers in the community served by the
Medical Center.
Shore Pathology Associates, P.C. (the Pathology Group), a controlled affiliate of the Medical Center, was
incorporated as a for-profit professional corporation for the purpose of employing pathologists that work at the
Medical Center.
Shore Specialty Consultants, P.A. (the Specialists Group), a controlled affiliate of the Medical Center, was
incorporated as a for-profit professional association for the purpose of developing an employed specialty physician
network to service the medical needs of the community.
Shore Hospitalists Associates, P.A. (the Hospitalists Group), a controlled affiliate of the Medical Center, was
incorporated as a for-profit professional association for the purpose of developing an employed physician network
to service inpatients at the Medical Center.
Shore Quality Partners LLC (Quality Partners), a controlled affiliate of the Medical Center, was incorporated as a
for-profit limited liability corporation to develop an integrated physician network that does not employ physicians.

(Continued)
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE A - ORGANIZATION AND BASIS OF PRESENTATION - Continued
Shore Health Enterprises, Inc. (Enterprises) is a for-profit corporation and is a Management Services Organization
(MSO) that provides services to the Physicians Group.
Shore Memorial Health System (the Parent), a not-for-profit, tax-exempt corporation, was incorporated to
function as the parent corporation and provides leadership and coordination activities for its affiliates.
All significant intercompany accounts and transactions have been eliminated in consolidation.
NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1. Use of Estimates
The preparation of consolidated financial statements in conformity with accounting principles generally accepted
in the United States of America (U.S. GAAP) requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, revenues and expenses, and disclosure of contingencies at the date of
and during the reporting period of the consolidated financial statements. Actual results could differ from those
estimates. The most significant management estimates and assumptions related to the determination of allowance
for doubtful accounts and contractual allowances for patient accounts receivable, settlements with third-party
payors, useful lives of property and equipment, actuarial estimates for the postretirement benefit plans, self-insured
reserves, interest rate swap, and the reported fair values of certain assets and liabilities.
2. Cash and Cash Equivalents
Cash and cash equivalents include certain investments in highly-liquid debt instruments with original maturities of
three months or less, other than amounts classified as assets limited as to use.
3. Patient Accounts Receivable/Allowance for Doubtful Accounts
Patient accounts receivable result from the health care services provided by the System. The System provides an
allowance for doubtful accounts for estimated losses resulting from the unwillingness of patients to make
payments for services. The allowance is determined by analyzing historical data and trends. Accounts receivable are
charged off against the allowance for doubtful accounts when management determines that recovery is unlikely
and the System ceases collection efforts.
4. Supplies
Supplies are stated at the lower of cost, determined by the average cost method, or market.

(Continued)
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
5. Assets Limited as to Use
Assets internally designated by the Board of Trustees are resources over which the Board of Trustees retains
control and that have been designated for future acquisition of property and equipment, deferred compensation
plans, and other purposes, determined at the discretion of the Board of Trustees.
Assets externally designated under certain agreements are held by trustees for the following purposes:


Under bond indenture and loan agreements for the payment of current debt service, the maintenance of a
debt service reserve fund, and the payment of issuance costs



Under the interest rate swap agreement to maintain a collateral account on deposit with the counterparty



Under the workers’ compensation group trust agreement for the payment of workers’ compensation claims

Assets externally designated by donor are permanent trusts to be held by the System, with the income to be used in
accordance with the donor intentions.
Investments in equity securities with readily determinable fair values and all investments in debt securities are
measured at fair value in the consolidated balance sheets. Fair values are based on quoted market prices.
Investment income and realized and unrealized gains and losses are recorded as nonoperating gains and losses.
6. Property and Equipment
Property and equipment are recorded at cost. Donated assets are recorded at their fair value at the date of
donation. Assets acquired under capitalized leases are recorded at the present value of the lease payments at the
inception of the lease. Depreciation is computed on the straight-line method based on the following estimated
useful lives:
Buildings
Building improvements
Fixed equipment
Major movable equipment

15-40 years
10-15 years
10-20 years
3-10 years

Equipment under capital leases is amortized on a straight-line method over the shorter of the lease term or the
estimated useful life of the equipment. Such amortization is included in depreciation and amortization in the
consolidated financial statements.
7. Beneficial Interest in Perpetual Trust
Beneficial interest in perpetual trust (Craven Estate) is stated at fair value. The trust is perpetual in nature, and the
original corpus cannot be expended. The trust and changes in the System’s beneficial interest are reported within
net assets with donor restrictions.
(Continued)
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
8. Reserve for Insurance Claims
The System currently maintains claims-made malpractice insurance coverage through a commercial insurance
carrier and participates in a group trust for workers’ compensation coverage. Estimated liabilities relating to
asserted and unasserted claims are recorded by the System as reserve for insurance claims in the accompanying
consolidated balance sheets. The estimate for unreported incidents and losses is actuarially determined based on
System-specific and industry experience data. Receivables for expected insurance recoveries are included in other
assets on the accompanying consolidated balance sheets.
9. Derivative Financial Instruments
The System maintains an interest rate swap agreement to mitigate the System’s cash flow risk relating to changes in
the variable interest rates of its Series 2009 Bonds. Under the swap agreement, the System pays interest at a fixed
rate and receives interest at a variable rate. The swap agreement is reflected at fair value on the consolidated
balance sheets. The interest rate swap agreement was not designated as a hedging instrument. The change in the
fair value of the swap agreement is recorded in nonoperating gains and losses on the consolidated statements of
operations and changes in net assets, and the net monthly cash exchanged under the contract is reflected within
interest expense. The fair value liability position of the interest rate swap arrangement is included within other
long-term liabilities on the consolidated balance sheets.
10. Advertising Costs
The System expenses advertising costs as incurred. For the years ended December 31, 2018 and 2017, the System
incurred advertising costs of $589,045 and $875,183, respectively, which are included in contracted services on the
accompanying consolidated statements of operations and changes in net assets.
11. Net Assets with Donor Restrictions
Certain net assets are temporarily restricted and whose use by the System has been limited by donors to a specific
time period or purpose. When donor restrictions expire, that is, when a time restriction ends or a purpose
restriction is accomplished, net assets with donor restrictions are reclassified into net assets without donor
restrictions and reported as net assets released from restrictions.
Certain net assets have been permanently restricted by donors to be maintained by the System or outside trustees
in perpetuity. As specified by donor, the income earned on these investments is expendable for nursing
scholarships and capital acquisitions.
Donor-restricted contributions whose restrictions are met within the same year as received are reported as
contributions without donor restrictions if for operating purposes and as other changes in net assets without donor
restrictions if for capital purposes in the consolidated statements of operations and changes in net assets.

(Continued)
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
12. Net Patient Service Revenue
Net patient service revenue is reported at the estimated net realizable amounts from patients, third-party payors
and other for services rendered, including estimated retroactive adjustments under payment agreements with thirdparty payors due to ongoing and future audits, reviews and investigations. Retroactive adjustments are recorded in
revenue on an estimated basis in the period that the related services are rendered, and adjusted in future periods as
adjustments become known or as years are no longer subject to such audits, reviews and investigations.
13. Excess of Revenues and Gains Over Expenses and Losses
The accompanying consolidated statements of operations and changes in net assets include the excess of revenues
and gains over expenses and losses as the performance indicator. Changes in unrestricted net assets which are
excluded from the excess of revenues and gains over expenses and losses include changes in pension and other
postretirement benefit liabilities.
14. Income Taxes
The Parent, the Medical Center and the Health Services are not-for-profit corporations and have been recognized
as tax-exempt for federal income tax purposes pursuant to Section 501(c)(3) of the Internal Revenue Code. The
Parent, the Medical Center and the Health Services are also exempt from state income taxes. The Physicians
Group, Brighton Bay, Urgent Care, the Hospitalists Group, the Specialists Group, the Pathology Group, Quality
Partners, and Enterprises are taxable entities. The System follows the accounting guidance for uncertainties in
income tax positions, which requires that a tax position be recognized or derecognized based on a “more likely
than not” threshold. This applies to positions taken or expected to be taken in a tax return. The System does not
believe its consolidated financial statements include any uncertain tax positions.
15. Recently Adopted Accounting Pronouncements
In 2018, the System adopted, as required by the Financial Accounting Standards Board (FASB) Accounting
Standards Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit Entities (ASU 2016-14). This
standard makes certain improvements to the previous reporting requirements for not-for-profit entities including:
(1) the presentation for two classes of net assets at the end of the period, rather than the previously required three
classes, as well as the annual change in each of the two classes; (2) information about liquidity and the availability
of resources; and (3) addresses the lack of consistency about expenses and investment return. The System’s
consolidated financial statements have been adjusted to reflect the new requirements. ASU 2016-14 has been
applied retrospectively to all years presented, except for the disclosure around liquidity and availability of resources
and, as such, this disclosure has been presented for 2018 only as allowed by ASU 2016-14.

(Continued)
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
16. Pending Accounting Pronouncements
Presentation of Net Periodic Pension Cost
In March 2017, the FASB issued ASU 2017-07, Improving the Presentation of Net Periodic Pension Cost and Net Periodic
Postretirement Benefit Cost. This standard intends to make changes to employers that sponsor defined benefit pension
and/or other postretirement benefit plans present the net periodic benefit cost in the income statement.
Employers will present the service cost component of net periodic benefit cost in the same income statement line
item(s) as other employee compensation costs arising from services rendered during the period. Only the service
cost component will be eligible for capitalization in assets. Employers will present the other components of the net
periodic benefit cost separately from the line item(s) that include(s) the service cost and outside of any subtotal of
operating income, if one is presented. The new standard is effective for annual financial statements after
December 15, 2018.
Revenue from Contracts with Customers
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, to clarify the principles for
recognizing revenue and to improve financial reporting by creating common revenue recognition guidance for U.S.
GAAP and International Financial Reporting Standards. The core principle of the new guidance is that an entity
should recognize revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for these goods and services. ASU
2014-09 is effective for annual reporting periods beginning after December 15, 2018, including interim periods
within that reporting period. An entity will apply the amendments in this update using either a full retrospective
application, which applies the standard to each prior period presented, or under the modified retrospective
application in which an entity recognizes the cumulative effect of initially applying the new standard as an
adjustment to the opening balance sheet of net assets at the date of initial application. Revenue in periods
presented before that date will continue to be reported under guidance in effect before the change.
Leases
In February 2016, the FASB issued ASU 2016-02, Leases, which requires that most leased assets be recognized on
the balance sheet as assets and liabilities for the rights and obligations created by these leases. ASU 2016-02 is
effective for fiscal years beginning after December 31, 2019. Early application is permitted. An entity is required to
apply the amendments in ASU 2016-02 under the modified retrospective transition approach. This approach
includes a number of optional practical expedients, which are described in the final standard. Under these practical
expedients, an organization will continue to account for leases that commence before the effective date in
accordance with current U.S. GAAP, unless the lease is modified. However, lessees are required to recognize on
the balance sheet leased assets and liabilities for operating leases at each reporting date.
The System has not determined the impact of ASU 2017-07, 2014-09, or 2016-02 at this time.
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE C - LIQUIDITY AND AVAILABILITY
As of December 31, 2018, the System has an adjusted working capital of $87,064,000 and adjusted average days
cash on hand of 201 days, which includes the internally designated assets limited as to use.
Financial assets available for general expenditure within one year of the consolidated balance sheet date consist of
the following at December 31, 2018:
Cash
Patient accounts receivable, net
Internally designated by Board of Trustees

$

4,047,254
21,911,504
100,755,597

Total

$ 126,714,355

Excess cash is invested in accordance with the Board of Trustees’ investment policy and there are no investments
with purchase commitments at December 31, 2018.
NOTE D - CHARITY CARE
The System provides charity care to patients who meet certain financial criteria established by the State of New
Jersey. The cost of services provided and supplies furnished under its charity care policy is estimated using internal
data and is calculated based on the System’s cost to charge ratio. The total direct and indirect amount of charity
care provided, determined on the basis of cost, was approximately $1,322,000 and $1,679,000 for the years ended
December 31, 2018 and 2017, respectively.
The New Jersey Health Care Reform Act of 1992, Chapter 160, established the Health Care Subsidy Fund to
provide a mechanism and funding source to compensate certain hospitals for charity care. For the years ended
December 31, 2018 and 2017, the System recognized $140,358 and $90,010, respectively, as subsidies for charity
care, which is included in net patient service revenue. The Health Care Subsidy Fund amounts are subject to
change from year to year based on available state budget amounts and allocation methodologies.
NOTE E - NET PATIENT SERVICE REVENUE
The System has agreements with third-party payors that provide for payments to the System at amounts different
from established charges. Inpatient acute care services for Medicare and Medicaid beneficiaries and outpatient
services for Medicare beneficiaries are paid primarily at prospectively determined rates. These rates vary according
to patient classification systems that are based on clinical, diagnostic, and other factors.
Certain outpatient services for Medicaid beneficiaries are paid based on a cost-reimbursement methodology,
subject to certain limitations. The System is reimbursed for cost reimbursable and other items at a tentative rate,
with final settlement determined after submission of annual cost reports by the System and audits thereof, by the
programs’ fiscal intermediary. Provisions for estimated adjustments resulting from audit and final settlements have
been recorded. Differences between the estimated adjustments and the amounts settled are recorded in the year of
settlement. The System’s cost reports have not been settled by the fiscal intermediaries for the years ended
December 31, 2015 through December 31, 2018.
(Continued)
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Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE E - NET PATIENT SERVICE REVENUE - Continued
In the opinion of management, adequate provision has been made in the accompanying consolidated financial
statements for any adjustments that may result from the final settlement of the System’s cost reports. For the year
ended December 31, 2017, net patient service revenue includes revenue of approximately $1,372,000 related to
final settlements of prior year cost reports.
Revenues from the Medicare and Medicaid programs accounted for approximately 39% and 11% and 39% and 9%
of the System’s net patient service revenue for the years ended December 31, 2018 and 2017, respectively. Laws
and regulations governing the Medicare and Medicaid programs are extremely complex and subject to
interpretation. As a result, there is at least a reasonable possibility that recorded estimates will change by a material
amount in the near term. The System believes that it is in compliance with all applicable laws and regulations and is
not aware of any pending or threatened investigations involving allegations of potential wrongdoing which would
have a material adverse effect on the accompanying consolidated financial statements. While no such regulatory
inquiries have been made, compliance with such laws and regulations can be subject to future government review
and interpretations as well as significant regulatory action including fines, penalties, and exclusion from the
Medicare and Medicaid programs.
The System has also entered into payment agreements with certain commercial insurance carriers and health
maintenance organizations. The basis for payment to the System under these agreements includes prospectively
determined rates per discharge, discounts from established charges, and prospectively determined daily rates. These
agreements have retrospective audit clauses allowing the payor to review and adjust claims subsequent to initial
payment.
Accounts receivable are reduced by an allowance for doubtful accounts. In evaluating the collectability of accounts
receivable, the System analyzes its past history and identifies trends for each of its major payor sources of revenue
to estimate the appropriate allowance for doubtful accounts and provision for bad debts. Management reviews
data about these major payor sources of revenue in evaluating the sufficiency of the allowance for doubtful
accounts. For receivables associated with services provided to patients who have third-party coverage, the System
analyzes contractually due amounts and provides an allowance for doubtful accounts and a provision for bad
debts, if necessary (for example, for expected uncollectible deductibles and copayments on accounts for which the
third-party payor has not yet paid, or for payors who are known to be having financial difficulties that make the
realization of amounts due unlikely). For receivables associated with self-pay patients, the System records a
significant provision for bad debts on the basis of its past experience, which indicates that many patients are unable
or unwilling to pay the portion of their bill for which they are financially responsible. The difference between the
billed rates and the amounts actually collected after all reasonable collection efforts have been exhausted is charged
off against the allowance for doubtful accounts.
The System recognizes patient service revenue associated with services provided to patients who have third-party
payor coverage on the basis of the contractual rates for the services rendered. For uninsured patients that do not
qualify for the State Charity Care Assistance program, the System recognizes revenue on the basis of discounted
rates under the Uninsured Self Pay Patient Discount Policy. Under this policy, uninsured patients that are ineligible
for any government assistance program are billed at reduced charges comparable to the cost of providing care
based upon the System-specific Medicare cost to charge ratio. The impact of this Uninsured Self Pay Discount
Policy on the consolidated financial statements is lower net patient service revenue, as the discount is considered a
revenue allowance, and a lower required provision for bad debt.
(Continued)
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NOTE E - NET PATIENT SERVICE REVENUE - Continued
Patient service revenue for both of the years ended December 31, 2018 and 2017, net of contractual allowances
and discounts (but before the provision for bad debts), recognized in the period from these major payor sources
based on primary insurance designation, is as follows:
Third-party
payors
2018 and 2017
Patient service revenue (net of contractual
allowances and discounts)

98%

Self-pay

Total
all payors

2%

100%

Deductibles and copayments under third-party payment programs within the third-party payor amounts above are
the patients’ responsibility, and the System considers these amounts in its determination of the provision for bad
debts based on collection experience.
NOTE F - ASSETS LIMITED AS TO USE
The composition of assets limited as to use is set forth in the following table. Investments are stated at fair value.
December 31,
2017
2018
Internally designated by Board of Trustees:
Cash and cash equivalents
Certificates of deposit
Equity mutual funds
Fixed income mutual funds
U.S. equity securities
Insurance contracts

Externally designated by donor:
Cash and cash equivalents
Certificates of deposit
Equity mutual funds

(Continued)
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$ 41,442,840
17,794,419
39,931,138
737,098
691,312
158,790

$ 44,197,055
5,577,099
41,686,773
771,648
689,013
154,166

$ 100,755,597

$ 93,075,754

$

181,666
57,165
580,531

$

181,136
57,165
633,561

$

819,362

$

871,862

Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE F - ASSETS LIMITED AS TO USE - Continued
December 31,
2018
2017
Externally designated under certain agreements:
Cash and cash equivalents
Less: current portion

Assets limited as to use externally designated under certain
agreements are maintained for the following purposes:
Bond indenture debt service - principal
Bond indenture debt service - cost of issuance
Loan agreement debt service reserve
Interest rate swap agreement collateral
Workers’ compensation group trust

$

3,415,966 $
(983,706)

3,413,301
(981,041)

$

2,432,260

$

2,432,260

$

922,922
14,734
432,260
2,000,000
46,050

$

869,668
5,468
432,260
2,000,000
105,905

$

3,415,966

$

3,413,301

Unrestricted investment income, gains and losses for assets limited as to use are comprised of the following:
Year ended December 31,
2017
2018
Other revenue:
Interest and dividend income
Change in unrealized gains and losses on investments

Nonoperating investment returns, net:
Interest and dividend income
Net realized gains on sales of investments
Change in unrealized gains and losses on trading securities
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$

15,144
55,768

$

5,946
140,590

$

70,912

$

146,536

$

520,265 $
1,189,978
(3,586,015)

632,793
1,061,628
2,444,620

$ (1,875,772) $

4,139,041

Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE G - FAIR VALUE MEASUREMENTS
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (the exit price)
in an orderly transaction between market participants at the measurement date. A valuation framework has been
outlined that creates a fair value hierarchy in order to increase the consistency and comparability of fair value
measurements and the related disclosures.
The System uses the fair value hierarchy as its valuation methodology and it is broken down into three levels based
on the source of inputs as follows:
Level 1

Valuations are based on unadjusted quoted market prices for identical assets.

Level 2

Valuations are based on observable inputs and quoted market prices for similarly structured assets
and liabilities.

Level 3

Valuations are based on unobservable inputs in which little or no market data exists, therefore,
requiring an entity to develop its own assumptions.

A financial instrument categorization within the valuation hierarchy is based upon the lowest level of input that is
significant to the fair value measurement.
In determining fair value, the System uses quoted prices and observable inputs. Observable inputs are inputs that
market participants would use in pricing the asset or liability based on market data obtained from independent
sources. The fair values of perpetual trusts were determined based on the System’s beneficial interest in the
investments held in the trust which are measured at fair value. Fair value for pooled separate accounts and
collective fund trusts within the pension plan assets (Note J) is based upon the net asset value (NAV) per share of
the investment.

(Continued)
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NOTE G - FAIR VALUE MEASUREMENTS - Continued
The following fair value hierarchy tables present information about each major category of the System’s financial
assets, excluding assets invested in the System’s defined benefit plan (see Note J), measured at fair value on a
recurring basis as of:
Fair value measurements at reporting date using
Total
Level 1
Level 2
Level 3
Fair value

December 31, 2018
Assets
Cash and cash equivalents
Certificates of deposit
Equity mutual funds
Fixed income mutual funds
U.S. equity securities
Insurance contracts
Beneficial interest in perpetual trust

Liabilities
Interest rate swap agreement

$ 49,087,726
17,851,584
40,511,669
737,098
691,312
158,790
1,709,758

$ 49,087,726
17,851,584
40,511,669
737,098
691,312
-

$

158,790
-

$

1,709,758

$ 110,747,937

$ 108,879,389

$

158,790

$

1,709,758

$

405,150

$

-

$

405,150

$

-

$

405,150

$

-

$

405,150

$

-

Fair value measurements at reporting date using
Total
Level 1
Level 2
Level 3
Fair value

December 31, 2017
Assets
Cash and cash equivalents
Certificates of deposit
Equity mutual funds
Fixed income mutual funds
U.S. equity securities
Insurance contracts
Beneficial interest in perpetual trust

Liabilities
Interest rate swap agreement

$ 51,727,615
5,634,264
42,320,334
771,648
689,013
154,166
1,912,069

$ 51,727,615
5,634,264
42,320,334
771,648
689,013
-

$

154,166
-

$

1,912,069

$ 103,209,109

$ 101,142,874

$

154,166

$

1,912,069

$

913,984

$

-

$

913,984

$

-

$

913,984

$

-

$

913,984

$

-

(Continued)
19

Shore Memorial Health System and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2018 and 2017

NOTE G - FAIR VALUE MEASUREMENTS - Continued
The following table sets forth the change in the fair value of the beneficial interest in perpetual trust measured
using unobservable inputs (Level 3):
At December 31, 2016
Net unrealized gain

$

At December 31, 2017
Net unrealized loss

1,776,507
135,562
1,912,069
(202,311)

At December 31, 2018

$

1,709,758

NOTE H - PROPERTY AND EQUIPMENT
December 31,
2017
2018
Land
Land improvements
Buildings and improvements
Fixed equipment
Major movable equipment

$

7,940,231
1,377,004
214,244,841
28,711,005
129,419,146

$

8,944,176
1,369,345
213,187,891
28,614,168
126,458,924

Less accumulated depreciation and amortization

381,692,227
(254,618,080)

378,574,504
(242,871,666)

Construction in progress

127,074,147
298,487

135,702,838
816,938

$ 127,372,634

$ 136,519,776

Included in property and equipment are assets under capital leases of $23,037,454 and $21,599,600 at
December 31, 2018 and 2017, respectively, and accumulated amortization of $18,321,431 and $15,431,596,
respectively.
Depreciation and amortization expense for the years ended December 31, 2018 and 2017 was $11,940,487 and
$11,930,245, respectively. Included in depreciation and amortization expense are amounts related to assets under
capital leases of $2,889,835 and $2,776,428 for the years ended December 31, 2018 and 2017, respectively.
Other assets in the consolidated balance sheets include $1,552,253 and $255,698 of commercial property held for
sale on December 31, 2018 and 2017, respectively.
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NOTE I - LONG-TERM DEBT
December 31,
2018
2017
New Jersey Health Care Facilities Financing Authority Revenue Bonds:
Series 2009 bonds
Series 2010 bonds
Series 2011 bonds
Series 2013 bonds
Bank loans payable
Capital lease obligations
Less current portion of long-term debt
Less deferred financing costs, net

$ 25,345,000 $ 25,960,000
12,670,000
12,980,000
5,285,057
6,638,967
10,425,000
12,155,000
7,380,139
7,731,465
7,016,801
5,876,686
66,981,882
72,482,233
(9,119,109)
(6,813,345)
(971,091)
(849,500)

Long-term debt, less current portion

$ 57,013,273

$ 64,697,797

Pursuant to the Master Trust Indenture (MTI), the Medical Center and the Health Services are the sole members
of an Obligated Group, and as such are jointly and severally liable for the 2009 Bonds, 2010 Bonds, 2011 Bonds
and the 2013 Bonds (collectively, the Bonds).
In September 2009, the Medical Center issued $30,000,000 of tax-exempt revenue bonds (2009 Bonds) through the
New Jersey Health Care Facilities Financing Authority as a bank qualified private placement issue with a financial
institution. The proceeds of the 2009 Bonds were used to (i) finance a portion of the cost of constructing and
equipping a new Surgical Pavilion for the Medical Center and (ii) pay certain costs incidental to the issuance and
sale of the 2009 Bonds. The 2009 Bonds, as modified, bear interest at the sum of the 30-day LIBOR Rate plus 205
basis points multiplied by 70%, limited to a maximum of 12% per annum due monthly. The interest rate was
3.08% and 2.39% at December 31, 2018 and 2017, respectively. The 2009 Bonds are subject to periodic rate
changes, as modified. The next scheduled reset date is September 1, 2023. Remaining annual principal payments
range from $675,000 to $2,020,000, maturing on July 1st of each year through 2039, and are paid in monthly
installments.
In January 2010, the Medical Center issued $15,000,000 of tax-exempt revenue bonds (2010 Bonds) through the
New Jersey Health Care Facilities Financing Authority as a bank qualified private placement issue with a financial
institution. The proceeds of the 2010 Bonds were used to (i) finance a portion of the cost of constructing and
equipping a new Surgical Pavilion for the Medical Center and (ii) pay certain costs incidental to the issuance and
sale of the 2010 Bonds. The 2010 Bonds, as modified, bear interest at the sum of the 30-day LIBOR Rate plus 205
basis points multiplied by 70%, limited to a maximum of 12% per annum due monthly. The interest rate was
3.08% and 2.39%, at December 31, 2018 and 2017, respectively. The 2010 Bonds are subject to periodic rate
changes, as modified. The next scheduled reset date is September 1, 2023. Remaining annual principal payments
range from $330,000 to $995,000, maturing on July 1st of each year through 2039, and are paid in monthly
installments.
(Continued)
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NOTE I - LONG-TERM DEBT - Continued
In December 2011, the Medical Center issued $13,000,000 of tax-exempt revenue bonds (2011 Bonds) through the
New Jersey Health Care Facilities Financing Authority as a private placement issue with a financial institution. The
proceeds of the 2011 Bonds were used to (i) finance construction costs related to the parking garage and (ii) pay
certain costs incidental to the issuance and sale of the 2011 Bonds. The interest rate on the bonds is fixed at
4.86%, due monthly, and the bonds mature on January 1, 2022. Principal payments are due January 1st and July 1st
and range annually from $1,420,179 to $1,563,698 over the term.
In September 2013, the Medical Center issued $16,890,000 of tax-exempt revenue bonds (2013 Bonds) through
the New Jersey Health Care Facilities Financing Authority as a bank qualified private placement issue with a
financial institution. The proceeds of the 2013 Bonds were used to (i) repay the 2003 Bonds and (ii) pay certain
costs incidental to the issuance and sale of the 2013 Bonds. The 2013 Bonds bear interest at the sum of the 30-day
LIBOR Rate plus 245 basis points multiplied by 70%, limited to a maximum of 18% per annum due monthly. The
interest rate was 2.43% and 2.15% at December 31, 2018 and 2017, respectively. The 2013 Bonds are subject to
periodic rate changes. The next scheduled reset date is September 1, 2019. Annual principal payments range from
$1,840,000 to $2,345,000, maturing on July 1st of each year through 2023, and are paid in monthly installments.
The Bonds are secured by the mortgaged properties and all revenues of the Obligated Group, as well as certain
deposits with a trustee. The MTI also places limits on the occurrence of additional borrowings and requires the
Obligated Group to satisfy certain measures of financial performance as long as the Bonds are outstanding. At
December 31, 2018 and 2017, the Obligated Group has complied with the financial covenants related to
the Bonds.
Deferred financing costs include costs incurred in connection with debt financing and are amortized using the
effective interest method over the remaining term of the related debt. Accumulated amortization totaled $978,676
and $857,085 at December 31, 2018 and 2017, respectively.
The System entered into general bank loans: (a) to purchase a medical office building in 2017 for $360,000 at a rate
of 4.62% over a 10-year period; (b) to finance the Tomlinson Building in 2014 for $2,450,000 at a fixed rate of
4.35% over a 5-year period; (c) to finance the purchase of a medical office building in 2013 for $5,600,000 at a rate
of 4.63% over a 20-year period, which has been paid in full as of April 4, 2019; and (d) to purchase certain
property in 2012 for $487,500 at a rate of 4.25% over a 10-year period.
The System has capital lease obligations relating to equipment, which bear interest at various rates ranging from
2.1% to 4.7%.
The System uses quoted market prices and other valuation considerations in estimating the fair value for the
Bonds, and the bank loans carrying amounts approximate fair value. The fair value of the System’s long-term debt,
excluding capital leases, at December 31, 2018 and 2017 is approximately $61,347,000 and $66,035,000,
respectively, and is classified in Level 2 of the fair value hierarchy.

(Continued)
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NOTE I - LONG-TERM DEBT - Continued
At December 31, 2018, principal payments on long-term debt during the next five years and thereafter are as
follows:
Series 2009
Bonds
2019
2020
2021
2022
2023
Thereafter

$

675,000
730,000
730,000
795,000
840,000
21,575,000
25,345,000

Interest on capital
lease obligations

$ 25,345,000

Series 2010
Bonds
$

330,000
375,000
370,000
390,000
435,000
10,770,000
12,670,000

Series 2011
Bonds

Series 2013
Bonds

Bank
Loans

Capital Lease
Obligations

Total

$ 1,420,509
1,490,385
1,563,697
810,466
5,285,057

$ 1,840,000
1,955,000
2,080,000
2,205,000
2,345,000
10,425,000

$ 2,505,914
315,309
330,827
300,723
299,510
3,627,856
7,380,139

$ 2,535,199
1,863,811
1,060,917
623,806
169,173
6,252,906

$ 9,306,622
6,729,505
6,135,441
5,124,995
4,088,683
35,972,856
67,358,102

(376,220)

(376,220)

$ 5,876,686

$ 66,981,882

$ 12,670,000

$ 5,285,057

$ 10,425,000

$ 7,380,139

Interest Rate Swap Agreement
In April 2010, the Medical Center entered into an interest rate swap agreement with the intent of mitigating cash
flow risk relating to changes in the variable interest rates of the Series 2009 Bonds. Under the swap agreement, the
Medical Center pays interest at a fixed rate of 3.2434% and receives interest at a variable rate of 70% of USDLIBOR-BBA. The swap settles on a monthly basis. The notional value of the swap agreement is $25,345,000 and
$25,960,000 as of December 31, 2018 and 2017, respectively. The swap agreement has a termination date of July 1,
2039. The fair value of the interest rate swap agreement as of December 31, 2018 and 2017 is $405,150 and
$913,984, respectively, and is included in other long-term liabilities on the accompanying consolidated balance
sheets. The change in the fair value of the swap agreement for the years ended December 31, 2018 and 2017 is
$508,834 and $599,419, respectively, and is included in nonoperating gains and losses on the accompanying
consolidated statements of operations and changes in net assets.
The System has established policies and procedures to limit the potential for counterparty credit risk, including
establishing limits for credit exposure and continually assessing the creditworthiness of counterparties. As a matter
of practice, the System will enter into transactions only with counterparties whose obligations are rated “A-” or
above as rated by Standard & Poor’s, or “A3” or above as rated by Moody’s.
The System’s exposure to credit risk, associated with its derivative financial instruments, is measured on an
individual counterparty basis, as well as by groups of counterparties that share similar attributes. As of the date of
this report, the System was not exposed to any risk of loss.
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NOTE J - PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS
The Medical Center has a noncontributory defined benefit pension plan covering employees who meet prescribed
eligibility requirements and also sponsors a supplemental executive retirement plan. In addition, the Medical Center
sponsors a defined benefit health care plan (the Plan) that provides postretirement medical benefits to full-time
employees who have worked 15 years and attain age 62 while employed with the Medical Center (collectively,
the Plans). Employees hired after January 1, 1995 are not eligible for the postretirement medical benefits.
As of January 1, 2017, the normal defined benefit pension plan retirement benefit formula for all union active
participants was changed from a final average pay formula to a career average pay formula. A partial annuitization
of the Plan executed in September 2017 for small benefit participants was settled for $7,383,682 with an insurance
company.
The Plan contains cost-sharing features such as deductibles, coinsurance, and retiree contributions. The accounting
for the Plan anticipates future cost-sharing changes to the Plan that are consistent with the Medical Center’s
expressed intent to increase the retiree contribution rate annually for the expected general inflation rate for that
year. The Medical Center’s policy is to fund the cost of medical benefits on a pay-as-you-go basis.
The mortality table used for projecting the benefit obligations is the RP-2014 Generational Mortality Table with
annual updates for projected improvements.
Included in accrued retirement benefits are amounts related to the defined benefit pension plan, the other
postretirement benefit plan, the supplemental executive retirement plan, and a deferred compensation plan.
The following table presents a reconciliation of the beginning and ending balances of the projected obligations, the
fair value of plan assets, and the funded status of the Plans:
Other benefits
December 31,
2017
2018
2017

Pension benefits
2018

$ 217,309,553

N/A

N/A

Accumulated benefit obligation

$ 201,042,039

Change in benefit obligations
Benefit obligation at beginning of year
Service cost
Interest cost
Actuarial (gain) loss
Settlements
Contributions by participants
Benefits paid

$ 217,351,127 $ 212,103,307 $ 21,946,183 $ 21,868,385
777,235
667,923
543,583
574,224
7,369,015
8,175,009
696,003
773,690
(14,736,571)
13,536,018
(1,896,389)
138,717
(7,383,682)
613,212
638,179
(9,747,448)
(2,140,821)
(2,047,012)
(9,642,547)

Benefit obligation at end of year

201,118,259

(Continued)
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NOTE J - PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS - Continued
Pension benefits
2018

Other benefits
December 31,
2017
2018
2017

Changes in plan assets
Fair value of plan assets at beginning
of year
$ 160,955,980 $ 153,228,384 $
$
Actual return on plan assets
(6,061,828)
19,218,726
Settlements
(7,383,682)
Contributions by participants
1,527,609
638,179
Contributions by the Medical Center
4,411,000
5,640,000
613,212
1,408,833
(9,747,448)
(2,140,821)
(2,047,012)
Benefits paid
(9,642,547)
Fair value of plan assets at end of year
Funded status
Amount recognized in consolidated
balance sheets consist of:
Current liability
Noncurrent liability

149,662,605

160,955,980

-

-

$ (51,455,654) $ (56,395,147) $ (19,761,771) $ (21,946,183)

$

$
$ (1,255,131) $ (1,232,268)
(56,395,147)
(18,506,640)
(20,713,915)
(51,455,654)

Amount recognized end of year

$ (51,455,654) $ (56,395,147) $ (19,761,771) $ (21,946,183)

Amounts recognized in other changes in
net assets without donor restrictions
consist of:
Net actuarial loss
Prior service (credit) cost

$ 69,501,611 $ 72,130,124 $
(18,361,021)
(15,884,855)
$ 53,616,756

$ 53,769,103

$

1,562,621
142,258

$

3,865,339
210,048

1,704,879

$

4,075,387

The prior service (credit) cost and actuarial loss included in other changes in net assets without donor restriction at
December 31, 2018 and expected to be recognized in net periodic pension (credit) cost during the year ending
December 31, 2019 are as follows:
Pension
benefits
Unrecognized prior service (credit) cost
Unrecognized actuarial loss

$ (2,647,000) $
5,118,000
(Continued)
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NOTE J - PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS - Continued
The following table sets forth the components of net periodic benefit (credit) cost for both the defined benefit
plan and other postretirement benefit plan:
Pension benefits
Other benefits
Year ended December 31,
2018
2017
2018
2017
Service cost
Interest cost
Expected return on assets
Amortization of:
Unrecognized net loss
Unrecognized prior service (credit) cost

$

777,235 $
667,923 $
7,369,015
8,175,009
(11,258,762)
(11,375,964)

543,583
696,003
-

$

574,224
773,690
-

5,169,864
(2,433,320)

4,961,723
(2,405,931)

406,329
67,790

371,535
67,790

(375,968)

22,760

1,713,705

1,787,239

(2,585,667)

731,533

(2,302,718)

(232,639)

2,433,320

2,405,931

(67,790)

(67,790)

Total recorded in net assets without donor
restrictions

(152,347)

3,137,464

(2,370,508)

(300,429)

Total recognized as net benefit (credit) cost
and recorded in net assets without donor
restrictions
$

(528,315) $

3,160,224

Net periodic benefit (credit) cost
Other changes in pension and
postretirement liabilities recorded in
net assets without donor restrictions
consist of:
Current-year actuarial (gain) loss
Amortization of prior service
credit (cost)

$

(656,803) $

1,486,810

Weighted-average assumptions used to determine benefit obligations were:
Pension benefits
Other benefits
Year ended December 31,
2018
2017
2018
2017
Discount rate
Rate of compensation increase

4.06%
0.75%

(Continued)
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NOTE J - PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS - Continued
Weighted-average assumptions used to determine net periodic benefit cost were:
Other benefits
Pension benefits
Year ended December 31,
2018
2017
2018
2017
Discount rate
Expected long-term return on plan assets
Rate of compensation increase

3.43%
7.10%
0.75%

3.91%
7.50%
0.75%

3.31%
0.75%

3.72%
0.75%

To develop the expected long-term rate of return on assets assumption, the Medical Center considered the
historical returns and the future expectations for returns for each asset class, as well as the target asset allocation of
the pension portfolio.
Health care rate trends are 7.25% for 2018 and reflect plan provisions limiting costs to the January 1, 2000 costs.
Plan Assets
The defined benefit plan’s weighted-average asset allocations by asset category are as follows:
Target asset
allocation

Asset category
Equity securities
Fixed income
Real estate

30% - 70%
30% - 60%
0% - 15%

December 31,
2018
2017
49%
40
11

53%
37
10

100%

100%

The investment policy and strategy for the defined benefit plan assets have established guidelines for an asset mix
that provides diversification to absorb risk while not sacrificing investment returns. The guidelines are developed
as ranges for each asset class.
Cash Flows
Contributions
Based on the funded status of the defined benefit plan as of December 31, 2018, the Medical Center expects to
contribute $5,519,000 for the year ending December 31, 2019. This will be evaluated on a quarterly basis and is
subject to change.
The Medical Center expects to contribute $1,232,268 to the other benefits for the year ending December 31, 2019.
(Continued)
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NOTE J - PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS - Continued
Estimated Future Benefit Payments
The following benefit payments which reflect expected future service, as appropriate, are expected to be paid:
Pension
benefits
2019
2020
2021
2022
2023
2024-2028

$ 10,124,463
10,439,725
10,620,320
10,965,627
11,526,293
61,807,147

Other
benefits
$

1,255,131
1,293,811
1,292,208
1,309,539
1,352,379
8,431,332

The following tables set forth the plan assets in the defined benefit pension plan measured at fair value and those
plan assets at NAV, which is used as a practical expedient to estimate fair value by input level as defined in
Note G, excluding plan assets at NAV, at December 31, 2018 and 2017:
December 31, 2018
Level 1
Level 2

Total
Cash and cash equivalents
Certificates of deposit
Insurance contracts
Pooled separate accounts and collective
fund trusts (at NAV):
U.S. equity securities
International equity securities
Corporate debt obligations
Real estate

$

Level 3

3,178,798
5,231,139
8,265,818

$

3,178,798
5,231,139
-

$

8,265,818

$

-

16,675,755

$

8,409,937

$

8,265,818

$

-

58,840,895
14,771,969
43,405,745
15,968,241
$ 149,662,605

(Continued)
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NOTE J - PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS - Continued
December 31, 2017
Level 1
Level 2

Total
Cash and cash equivalents
Certificates of deposit
Insurance contracts
Pooled separate accounts and collective
fund trusts (at NAV):
U.S. equity securities
International equity securities
Corporate debt obligations
Real estate

$

Level 3

4,285,104
4,785,888
8,007,190

$

4,285,104
4,785,888
-

$

8,007,190

$

-

17,078,182

$

9,070,992

$

8,007,190

$

-

68,011,305
17,153,929
43,424,136
15,288,428
$ 160,955,980

Defined Contribution
The System also offers a 401(k) defined contribution savings plan to all full-time and part-time employees of the
System. The System matches participant contributions for active participants as of December 31 that have
completed at least 1,000 hours of service during the calendar year. The match is 50% of the first 6% of
compensation for union employees and 50% of the first 4% of compensation for nonunion employees. In addition
to the match, the System makes a discretionary qualified non elective contribution of 2.5% of compensation to all
eligible employees annually. The System’s contribution expense for the years ended December 31, 2018 and 2017
was $1,282,501 and $1,252,678, respectively.
Also included in the balance of accrued retirement benefits is deferred compensation of $871,562 and $1,024,953
at December 31, 2018 and 2017, respectively.
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NOTE K - CONTINGENCIES
Litigation
The System is a defendant in civil actions for alleged medical malpractice and general liability. These actions are
being defended by the System’s medical malpractice insurance carrier. In the opinion of management, the System’s
potential liability in these actions is within the limits of its medical malpractice liability and comprehensive general
liability insurance.
Lease and Other Agreements
The System acts as lessor for certain office space under operating lease agreements with initial lease terms expiring
at various dates through 2027. In addition, the leases generally contain renewal options that give the lessees the
right to extend the leases for varying additional periods. The System has received $3,070,516 of lease prepayments,
related to two leases that are recorded as deferred revenue and are included in other long-term liabilities in the
consolidated balance sheets. Revenue will be recognized over the lease term. Rental revenue under operating leases
where the System acts as lessor for the years ended December 31, 2018 and 2017 was $621,079 and $622,513,
respectively, and is recorded as other revenue in the consolidated statements of operations and changes in net
assets.
The five year future minimum rental income and amortization of the rental prepayment are as follows for the years
ended December 31:
Prepaid
leases
2019
2020
2021
2022
2023

$

456,232
441,129
437,342
433,477
429,540

Other
leases
$

179,882
182,879
185,877
188,651
103,664

Total
$

636,114
624,008
623,218
622,128
533,204

During 2015, the System entered into an agreement with an area health system. The agreement provides the other
health system with the right of first refusal for future affiliations or mergers of the System for the next seven years.
In exchange, the System received $5,000,000. The payment is recorded as deferred revenue and is included in other
long-term liabilities in the consolidated balance sheets.
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NOTE L - FUNCTIONAL EXPENSES
The System provides general health care services to residents within its geographic location. Expenses related to
providing these services are as follows:
Healthcare
Services

General and
Administrative

Total

Salaries and wages
Physician salaries and fees
Employee benefits
Contracted services
Supplies and other expenses
Interest
Depreciation and amortization

$ 53,738,286
18,894,762
12,421,753
34,895,026
30,508,280
2,232,189
9,673,784

$ 13,267,058
4,664,791
3,066,717
8,614,982
7,531,975
551,089
2,388,291

$ 67,005,344
23,559,553
15,488,470
43,510,008
38,040,255
2,783,278
12,062,075

Total

$ 162,364,080

$ 40,084,903

$ 202,448,983

Healthcare
Services

General and
Administrative

Total

Salaries and wages
Physician salaries and fees
Employee benefits
Contracted services
Supplies and other expenses
Interest
Depreciation and amortization

$ 54,137,417
16,876,143
13,128,982
36,167,645
28,925,873
2,244,559
9,771,213

$ 12,698,900
3,958,602
3,079,638
8,483,769
6,785,081
526,501
2,292,011

$ 66,836,317
20,834,745
16,208,620
44,651,414
35,710,954
2,771,060
12,063,224

Total

$ 161,251,832

$ 37,824,502

$ 199,076,334

For the year ended December 31, 2018

For the year ended December 31, 2017
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NOTE M - CONCENTRATIONS OF CREDIT RISK
The System grants credit without collateral to its patients, most of whom are local residents and are insured under
third-party payor agreements. The mix of accounts receivable from patients and third-party payors was as follows:
December 31,
2018
2017
Medicare and Medicaid
Commercial and managed care
Blue Cross
Uninsured patients
Other third-party payors

44%
11
31
6
8

34%
11
34
9
12

100%

100%

In addition, the System invests its cash and cash equivalents primarily with banks and financial institutions. These
deposits may be in excess of federally insured limits. Management believes that the credit risk related to these
deposits is minimal.
NOTE N - NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions consist of the following as of December 31:
December 31,
2017
2018
Subject to expenditure for specific purpose:
Purchase of property and equipment

$

Investment in perpetuity whose income is expendable to support:
Scholarships and other
Total

$

304,750 $

450,252

2,529,120

2,783,931

2,833,870 $

3,234,183

The System follows the requirements of the Uniform Prudent Management of Institutional Funds Act (UPMIFA)
as enacted in New Jersey as they relate to its endowments. Prior to the enactment of UPMIFA, the System
followed the requirements of the Uniform Management of Institutional Funds Act. The System’s endowments
consist of two individual funds established for the above-mentioned purposes and consist solely of donorrestricted endowment funds. As required by the U.S. GAAP, net assets associated with endowment funds are
classified and reported based on the existence or absence of donor-imposed restrictions.
The System has interpreted UPMIFA, which did not have a significant effect on the endowment policies prior to
the enactment, as requiring the preservation of the fair value of the original gift as of the gift date of the donorrestricted endowment funds absent explicit donor stipulations to the contrary. As a result of this interpretation,
(Continued)
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NOTE N - NET ASSETS WITH DONOR RESTRICTIONS - Continued)
the System classifies as permanently restricted net assets: (1) the original value of gifts donated to the permanent
endowment; (2) the original value of subsequent gifts to the permanent endowment; and (3) 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. The remaining portion of the donor-restricted endowment fund that is not
classified in permanently restricted net assets is classified as temporarily restricted net assets until those amounts
are appropriated for expenditure by the organization in a manner consistent with the standard of prudence
prescribed by UPMIFA. In accordance with UPMIFA, the System considers the following factors in making a
determination to appropriate or accumulate donor-restricted funds:








The duration and preservation of the fund
The purposes of the System and 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 of the System
The investment policies of the System

The System has adopted investment policies for its endowment assets that are consistent with the policies and
objectives of their overall investments. The assets are invested in a manner that is intended to produce a positive
rate of return while assuming a low level of risk. From time to time, the fair value of assets associated with the
donor-restricted endowment funds may fall below the level that the donor requires the System to maintain in
perpetual duration. Deficiencies of this nature are reported in net assets without donor restrictions in accordance
with U.S. GAAP.
The following table sets forth the changes to assets as they relate to the System’s endowments for the years ended
December 31, 2018 and 2017:
Endowment net assets, December 31, 2016
Investment loss
Net unrealized gains and losses

$

Endowment net assets, December 31, 2017
Investment loss
Net unrealized gains and losses

786,263
(5,828)
91,427
871,862
(6,382)
(46,118)

Endowment net assets, December 31, 2018

$

819,362

NOTE O - SUBSEQUENT EVENTS
The System evaluated its December 31, 2018 consolidated financial statements for subsequent events through
April 24, 2019, the date the consolidated financial statements were available to be issued. The System is not aware
of any subsequent events which would require recognition or disclosure in the consolidated financial statements,
except as noted elsewhere in the footnotes to the consolidated financial statements.
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ASSETS
Current assets:
Cash and cash equivalents
Current portion of assets limited as to use
Patient accounts receivable, net
Supplies
Prepaid expenses and other current assets

$

Total current assets

$

31,081,150

Assets limited as to use:
Internally designated by Board of Trustees
Externally designated by donor
Externally designated under certain agreements, less current portion
Investment in affiliates
Due from affiliates
Property and equipment, net
Other assets
Beneficial interest in perpetual trust
Total assets

2,984,870
983,706
20,789,209
2,984,949
3,338,416

Total Obligated
Group
before
Eliminations

Shore Health
Services
Corporation

Shore Medical
Center

-

$

-

100,755,597
819,362
2,000,000
(5,695,963)
9,057,983
118,721,985
3,361,902
1,709,758

2,984,870
983,706
20,789,209
2,984,949
3,338,416

$

-

31,081,150

1,200,000
-

$

100,755,597
819,362
2,000,000
(5,695,963)
9,057,983
119,921,985
3,361,902
1,709,758

Total
Obligated
Group

Eliminating
Entries

$

5,695,963
(1,766,361)
-

Shore
Memorial
Physician
Services

Brighton
Bay

2,984,870
983,706
20,789,209
2,984,949
3,338,416

$

8,775
31,880

$

Shore
Memorial
Health System

1,049,612
1,122,295
798,848

$

3,997
56,750

Totals
before
Eliminations

$

4,047,254
983,706
21,911,504
2,984,949
4,225,894

31,081,150

40,655

2,970,755

60,747

34,153,307

100,755,597
819,362
2,000,000
7,291,622
119,921,985
3,361,902
1,709,758

432,260
2,730,402
4,896,314
165,873
-

(2,616,971)
2,420,335
1,526,653
-

(11,516)
134,000
-

100,755,597
819,362
2,432,260
(11,516)
7,405,053
127,372,634
5,054,428
1,709,758

Eliminating
Entries

$

-

Totals

$

-

4,047,254
983,706
21,911,504
2,984,949
4,225,894
34,153,307
100,755,597
819,362
2,432,260
127,372,634
5,054,428
1,709,758

11,516
(7,405,053)
-

$

261,811,774

$

1,200,000

$

263,011,774

$

3,929,602

$

266,941,376

$

8,265,504

$

4,300,772

$

183,231

$

279,690,883

$

(7,393,537)

$

272,297,346

$

8,891,533
22,108,000
4,734,439
166,649
1,255,131
6,153,687
-

$

20,248
1,766,361

$

8,891,533
22,128,248
4,734,439
166,649
1,255,131
6,153,687
1,766,361

$

(1,766,361)

$

8,891,533
22,128,248
4,734,439
166,649
1,255,131
6,153,687
-

$

217,950
517,064
-

$

9,626
3,243,847
6,757,057

$

526,269
647,995

$

9,119,109
26,415,428
4,734,439
166,649
1,255,131
6,153,687
7,405,052

$

(7,405,052)

$

9,119,109
26,415,428
4,734,439
166,649
1,255,131
6,153,687
-

LIABILITIES AND NET ASSETS
Current liabilities:
Current portion of long-term debt
Accounts payable, accrued expenses, and other current liabilities
Accrued vacation, holiday, and sick pay
Accrued interest payable
Current portion of accrued retirement benefits
Estimated settlements due to third-party payors
Due to affiliates
Total current liabilities

43,309,439

Accrued retirement benefits, less current portion
Reserve for insurance claims, less current portion
Other long-term liabilities
Long-term debt, less current portion
Total liabilities

-

176,234,143

Shareholder’s equity (deficit):
Common stock
Additional paid-in capital
Retained (deficit) earnings
Total shareholder’s equity (deficit)
Net assets:
Without donor restrictions
With donor restrictions

(1,766,361)

70,833,856
4,660,368
4,749,978
52,680,502

-

178,020,752

(1,766,361)

43,329,687

735,014

70,833,856
4,660,368
4,749,978
52,680,502

3,183,921
4,332,771

176,254,391

8,251,706

10,010,530

1,174,264

-

55,249,495

-

10,010,530

(7,405,052)

70,833,856
4,660,368
7,933,899
57,013,273

1,174,264

47,844,443
70,833,856
4,660,368
7,933,899
57,013,273

-

195,690,891

(7,405,052)

188,285,839

-

-

-

-

-

624,479
(610,681)

500
75,171,734
(80,881,992)

-

500
75,796,213
(81,492,673)

(500)
(75,796,213)
81,492,673

-

-

-

-

-

-

13,798

(5,709,758)

-

(5,695,960)

5,695,960

-

86,862,082
2,833,870

(5,684,445)
-

(586,609)
-

261,811,774

$

82,157,152
2,833,870

$

263,011,774

(586,609)

85,577,631
$

45,096,048
$

1,786,609

82,743,761
2,833,870

Total net assets
Total liabilities and net assets

1,786,609

70,833,856
4,660,368
4,749,978
52,680,502

$

1,200,000

5,695,963
-

84,991,022

87,853,115
2,833,870

5,695,963
$

3,929,602
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-

90,686,985
$

266,941,376

-

$

8,265,504

(991,033)
-

$

4,300,772

(991,033)
$

183,231

89,695,952
$

279,690,883

81,177,637
2,833,870

(5,684,445)
$

(7,393,537)

84,011,507
$

272,297,346

Shore Memorial Physician Services
CONSOLIDATING BALANCE SHEET
December 31, 2018

Shore
Memorial
Physicians
Group

ASSETS
Current assets:
Cash and cash equivalents
Current portion of assets limited as to use
Patient accounts receivable, net
Supplies
Prepaid expenses and other current assets

$

Total current assets

$

829,288

Assets limited as to use:
Internally designated by Board of Trustees
Externally designated by donor
Externally designated under certain agreements, less current portion
Investment in affiliates
Due from affiliates
Property and equipment, net
Other assets
Beneficial interest in perpetual trust
Total assets

374,184
147,249
307,855

Shore
Urgent
Care

Shore
Pathology
Associates

11,797
110,131
-

$

121,928

-

Shore
Specialty
Consultants

2,832
63,580
-

$

66,412

-

91,202
495,867
-

Shore
Hospitalists
Associates

$

587,069

-

829,288

$

121,928

$

66,412

$

$

2,242,581
(30,381,522)

$

(1,184)
6,252,883

$

(1,184)
2,406,186

$

587,069

$

338,495

-

$

33,027
305,468
-

Shore
Quality
Partners

142,315
-

$

142,315

-

Shore
Memorial
Physician
Services

Shore Health
Enterprises

394,255
490,993

$

885,248

(2,616,971)
7,861
-

1,049,612
1,122,295
798,848
2,970,755

-

(2,616,971)
2,420,335
1,526,653
-

2,412,474
1,526,653
-

$

338,495

$

(2,466,795)

$

4,824,375

$

4,300,772

$

(1,184)
9,000,932

$

357,412
-

$

9,626
648,590
4,177,674

$

9,626
3,243,847
6,757,057

LIABILITIES AND NET ASSETS
Current liabilities:
Current portion of long-term debt
Accounts payable, accrued expenses, and other current liabilities
Accrued vacation, holiday, and sick pay
Accrued interest payable
Current portion of accrued retirement benefits
Estimated settlements due to third-party payors
Due to affiliates
Total current liabilities

(28,138,941)

Accrued retirement benefits, less current portion
Reserve for insurance claims, less current portion
Other long-term liabilities
Long-term debt, less current portion
Total liabilities
Shareholder’s equity (deficit):
Common stock
Additional paid-in capital
Retained deficit
Total shareholder’s equity (deficit)
Net assets:
Without donor restrictions
With donor restrictions

15,299,720

-

8,999,748

-

357,412

-

4,835,890

-

10,010,530

-

-

(28,138,941)

6,251,699

2,405,002

15,299,720

8,999,748

357,412

4,835,890

10,010,530

67,438,163
(38,469,934)

484,071
(6,613,842)

(2,338,590)

(14,712,651)

(8,661,253)

(2,824,207)

500
7,249,500
(7,261,515)

500
75,171,734
(80,881,992)

28,968,229

(6,129,771)

(2,338,590)

(14,712,651)

(8,661,253)

(2,824,207)

(11,515)

(5,709,758)

-

829,288

-

-

$

2,405,002

-

-

Total net assets
Total liabilities and net assets

6,251,699

-

(1,184)
15,300,904

$

121,928

-

$

-

-

66,412

$

36

587,069

-

$

338,495

-

$

(2,466,795)

-

$

4,824,375

$

4,300,772

Shore Memorial Health System and Affiliates
CONSOLIDATING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS
Year ended December 31, 2018

Shore Health
Services
Corporation

Shore Medical
Center
Net assets without donor restrictions
Revenues:
Net patient service revenue
Less: provision for bad debts
Net patient service revenue less provision for bad debts
Other revenue

$

Total revenues
Expenses:
Salaries and wages
Physician salaries and fees
Employee benefits
Contracted services
Supplies and other expenses
Interest
Depreciation and amortization
Total expenses
Operating income (loss)
Nonoperating gains and losses:
Investment return, net
Change in fair value of interest rate swap
Total nonoperating (losses) gains, net
Excess of (deficiency in) revenues and gains over expenses and losses

196,801,935
(7,534,909)

$

-

Total Obligated
Group
before
Eliminations

$

196,801,935
(7,534,909)

Total
Obligated
Group

Eliminating
Entries

$

-

$

196,801,935
(7,534,909)

Shore
Memorial
Physician
Services

Brighton
Bay

$

-

$

Shore
Memorial
Health
System

17,534,437
-

$

214,336,372
(7,534,909)

621,079

17,534,437
17,843,849

322,439

206,801,463
23,333,159

(14,525,165)

206,801,463
8,807,994

183,396,873

-

183,396,873

10,415,945

193,812,818

621,079

35,378,286

322,439

230,134,622

(14,525,165)

215,609,457

65,215,121
9,188,855
14,576,721
31,778,802
35,660,642
2,537,915
11,361,879

2,400
576
1,950
-

65,217,521
9,188,855
14,577,297
31,780,752
35,660,642
2,537,915
11,361,879

(576,584)
(90,339)
-

65,217,521
8,612,271
14,577,297
31,690,413
35,660,642
2,537,915
11,361,879

48,287
3,310
243,053
330,870

6,928,251
17,674,852
1,778,849
15,116,186
3,936,429
4,620
733,469

54,734
4,320
195,285
-

72,200,506
26,287,123
16,360,466
47,050,171
39,600,381
2,785,588
12,426,218

(5,195,162)
(2,727,570)
(871,996)
(3,540,163)
(1,560,126)
(2,310)
(364,143)

67,005,344
23,559,553
15,488,470
43,510,008
38,040,255
2,783,278
12,062,075

170,319,935

4,926

170,324,861

(666,923)

169,657,938

625,520

13,076,938

(4,926)

13,072,012

(1,112,834)
508,834

-

(1,112,834)
508,834

(604,000)

-

(604,000)

11,082,868

46,172,656

254,339

216,710,453

(14,261,470)

202,448,983

(10,794,370)

68,100

13,424,169

(263,695)

13,160,474

-

(772,893)
-

(742,573)
-

(2,628,300)
508,834

752,528
-

(1,875,772)
508,834

-

(772,893)

(742,573)

(2,119,466)

752,528

(1,366,938)

(674,473)

11,304,703

488,833

11,793,536

24,154,880

(4,441)

-

(1,112,834)
508,834

-

(604,000)
23,550,880

(4,441)

(11,567,263)

2,522,855

-

2,522,855

(11,720,000)
-

(11,720,000)
2,522,855

-

11,720,000
-

Increase (decrease) in net assets without donor restrictions

14,995,793

(4,926)

14,990,867

(637,132)

14,353,735

(4,441)

(52,500)
(145,502)
(202,311)

-

(586,609)

84,991,022

6,333,095
$

5,695,963

37

76,733,563
$

90,686,985

18,239
$

13,798

(5,862,495)
$

(5,709,758)

(991,033)

83,999,992

(400,313)

488,833

70,572,747
$

(52,500)
(145,502)
(202,311)

-

13,427,245

(316,560)
$

14,316,391

-

(400,313)

(674,473)

2,522,855

488,833

(52,500)
(145,502)
(202,311)

-

152,737

-

13,827,558

-

-

(4,441)

2,522,855

(674,473)

-

-

13,953,422

-

152,737

-

(400,313)

(637,132)

70,400,468
$

(52,500)
(145,502)
(202,311)

-

14,590,554

(581,683)
$

-

(400,313)

(4,926)

70,982,151
85,577,631

(52,500)
(145,502)
(202,311)

-

(400,313)
14,595,480

$

-

189,267,026
4,545,792

11,082,868

Net assets, end of year

$

10,415,945

12,468,012

Net assets, beginning of year

214,336,372
(7,534,909)

189,267,026
(5,870,153)

(4,926)

Increase (decrease) in net assets

$

Totals

-

12,472,938

Decrease in net assets with donor restrictions

-

Eliminating
Entries

189,267,026
(5,870,153)

Other changes in net assets without donor restrictions:
Transfers (to) from affiliates
Other changes in pension and other postretirement benefits

Net assets with donor restrictions:
Investment return, net
Other
Change in beneficial interest in perpetual trust

$

Totals
before
Eliminations

13,916,078

(477,318)
$

11,515

70,095,429
$

84,011,507

Shore Memorial Physician Services
CONSOLIDATING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS
Year ended December 31, 2018

Shore
Memorial
Physicians
Group
Net assets without donor restrictions
Revenues:
Net patient service revenue
Less: provision for bad debts
Net patient service revenue less provision for bad debts
Other revenue

$

Total revenues
Expenses:
Salaries and wages
Physician salaries and fees
Employee benefits
Contracted services
Supplies and other expenses
Interest
Depreciation and amortization

6,093,103
-

Shore
Urgent
Care

$

Shore
Pathology
Associates

1,397,628
-

$

491,416
-

Shore
Specialty
Consultants

$

6,723,417
-

Shore
Hospitalists
Associates

$

2,828,873
-

Shore
Quality
Partners

$

Shore
Memorial
Physician
Services

Shore Health
Enterprises

-

$

-

17,534,437
-

6,093,103
1,080,793

1,397,628
(5,134)

491,416
255,000

6,723,417
717,435

2,828,873
-

1,270,590

14,525,165

17,534,437
17,843,849

7,173,896

1,392,494

746,416

7,440,852

2,828,873

1,270,590

14,525,165

35,378,286

22,982
524,893
864,086
43,474
1,717
56,585

1,164,682
-

11,711,723
-

(40,000)
5,388,174
16,529
-

1,362,732
13,990
5,183

5,195,162
2,727,570
871,996
3,540,163
1,560,126
2,310
364,143

6,928,251
17,674,852
1,778,849
15,116,186
3,936,429
4,620
733,469

1,513,737

1,164,682

11,711,723

5,364,703

1,381,905

14,261,470

46,172,656

(4,270,871)

(2,535,830)

1,710,107
14,462,389
906,853
(8,915,374)
2,302,310
593
307,558

Total expenses

10,774,436

Operating (loss) income

(3,600,540)

(121,243)

(18,365)
-

(2,000)
-

-

-

-

-

(752,528)
-

(772,893)
-

(18,365)

(2,000)

-

-

-

-

(752,528)

(772,893)

(3,618,905)

(123,243)

(488,833)

(11,567,263)

Nonoperating gains and losses:
Investment return, net
Change in fair value of interest rate swap
Total nonoperating losses, net
Deficiency in revenues and gains over expenses and losses
Other changes in net assets without donor restrictions:
Transfers from affiliates
Other changes in pension and other postretirement benefits

11,720,000
-

Increase (decrease) in net assets without donor restrictions

8,101,095

Net assets with donor restrictions
Investment return, net
Other
Change in beneficial interest in perpetual trust
Decrease in net assets with donor restrictions
Increase (decrease) in net assets
Net assets, beginning of year
Net assets, end of year

$

(418,266)

(418,266)

-

(4,270,871)

-

(123,243)

(2,535,830)

-

(418,266)

(111,315)

(111,315)

-

(4,270,871)

263,695

-

(2,535,830)

(10,794,370)

-

(111,315)

11,720,000
-

(488,833)

152,737

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

8,101,095

(123,243)

(418,266)

(4,270,871)

(2,535,830)

(111,315)

20,867,129

(6,006,525)

(1,920,322)

(10,441,781)

(6,125,422)

(2,712,890)

28,968,224

$

(6,129,768)

$

(2,338,588)

38

$

(14,712,652)

$

(8,661,252)

$

(2,824,205)

(488,833)

152,737

477,316
$

(11,517)

(5,862,495)
$

(5,709,758)
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