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NOYES

INDEPENDENT AUDITORS' REPORT

Board of Trustees
Exeter Health Resources, Inc. and Subsidiaries

We have audited the accompanying consolidated financial statements of Exeter Health Resources, Inc. and
Subsidiaries (the Corporation), which comprise the consolidated balance sheets as of September 30, 2020 and
2019, and the related consolidated statements of operations, 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 Consolidated Financial Statements

Management is responsible for the preparation-and fair presentation of these consolidated financial statements
in accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

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

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

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the Corporation as of September 30, 2020 and 2019, and the results of its operations,

changes in net assets, and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Bokux Newman ¥ anei LLC

Manchester, New Hampshire
December 10, 2020



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

September 30, 2020 and 2019

ASSETS

Current assets:

Cash and cash equivalents

Short-term investments (notes 7 and 9)

Accounts receivable, less allowance for doubtful accounts of
$15,506,878 in 2020 and $16,532,616 in 2019 (notes 4 and 6)

Inventories

Prepaid expenses and other current assets

Current portion of funds held by trustee under revenue
bond and other financing agreements (notes 6, 7 and 9)

Total current assets
Investments, limited as to use (notes 7 and 9)
Funds held by trustee for professional liability claims (note 13)
Property, plant and equipment, net (notes-5 and 6)
Other assets

Total assets

2020 2019
$ 46,405,715 § 27,561,573
4,403,891 4,397,140
35,181,607 36,342,342
6,042,608 4,482,425
6,386,319 6,385,022
8,300,985 7,101,096
106,721,125 86,269,598
197,033,978 187,352,327
5,282,332 5,016,714
113,191,566 106,553,604
20,152,463 18,601,718

$442,381.,464

$403,793,961




LIABILITIES AND NET ASSETS

Current liabilities:

Accounts payable

Accrued salaries and payroll taxes

Due to third-party payors (notes 2 and 3)

Current portion of long-term debt (note 6)

Total current liabilities

Accrued pension and other liabilities (notes 2, 3, 6,9 and 10)
Long-term debt, less current portion (note 6)
Reserve for professional liability claims (notes 2 and 13)
Net assets:

Without donor restrictions
With donor restrictions (note 8)

Total liabilities and net assets

See accompanying notes.

2020 2019
$ 22,832,746 $ 19,533,741
21,585,916 18,480,353
11,120,166 5,602,312
4,331,626 4,161,045
59,870,454 47,777,451
78,752,594 35,495,835
38,336,431 42,637,622
4,898,560 4,898,560
235,388,832 251,796,200
25,134,593 21,188,293
260,523,425  272.984.493

$442,381,464

$403,793,961




EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended September 30, 2020 and 2019

Net patient service revenues, net of contractual
allowances and discounts (note 3)
Less provision for bad debts

Net patient service revenues less

2020

(11,373.261)

2019

$344,569,474 $370,196,559

(12,933.872)

provision for bad debts 333,196,213 357,262,687
Disproportionate share funding (note 14) 6,591,068 5,193,628
Other revenues (note 2) 25,477,768 11,606,815
Net assets released from restrictions used for operations 418,941 153.176

Total revenues and other support 365,683,990 374,216,306
Operating expenses (note 12):
Salaries and benefits (note 10) 216,573,109 207,649,272
Supplies and other 137,550,148 132,418,565
Depreciation 16,728,695 15,557,211
New Hampshire Medicaid enhancement tax (note 14) 14,433,658 13,723,449
Interest 974,764 1,491,004
Total operating expenses 386,260,374 370,839,501
(Loss) income from operations (20,576,384) 3,376,805
Nonoperating gains (losses):
Unrestricted contributions 122,266 4,998,191
Investment income and dividends, net (note 7) 1,079,030 1,762,823
Realized gains on investments, net (note 7) 739,845 15,374,202
Unrealized gains (losses) on investments, net (note 7) 12,932,798  (12,637,007)
Impact of interest rate swaps (note 6) (2,257,679) (3,006,625)
Contributions to community programs (474,052) (1,263,838)
Other, net 394,950 831,542
Net periodic pension (cost) gain (note 10) (80,566) 179,967
Nonoperating gains, net 12,456,592 6,239.255
(Deficiency) excess of revenues and other support,
and nonoperating gains over expenses (8,119,792) 9,616,060
Net assets released from restriction used for capital - 264,413
Transfer of balances between funds (3,549,208) (23,998)
Adjustment to pension liability (note 10) (4,738.368) (16,379.254)

Decrease in net assets without donor restrictions

See accompanying notes.

$(16,407,368) $_(6,522,779)




EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

Years Ended September 30, 2020 and 2019

Balances at September 30, 2018

Excess of revenues and other support and
nonoperating gains over expenses

Restricted gifts, bequests and contributions

Adjustment to pension liability

Net assets released from restrictions used
for operations

Net assets released from restriction used for capital

Transfer of balances between funds
Increase in market value of beneficial
interest in perpetual trust held by others

(Decrease) increase in net assets
Balances at September 30, 2019

Deficiency of revenues and other support
and nonoperating gains over expenses

Restricted gifts, bequests and contributions

Adjustment to pension liability

Net assets released from restrictions used
for operations

Transfer of balances between funds

Increase in market value of beneficial
interest in perpetual trust held by others

(Decrease) increase in net assets

Balances at September 30, 2020

See accompanying notes.

Without
Donor
Restrictions

With
Donor
Restrictions

Total
Net Assets

$258,318,979

$20,964,510 $279,283,489

9,616,060 - 9,616,060
- 595,749 595,749
(16,379,254) - (16,379,254)
¢ (153,176) (153,176)
264,413 (264,413) -
(23,998) 23,998 -
- 21,625 21,625
(6.522.779) 223.783 (6.298.996)
251,796,200 — 21,188,293 272,984,493
(8,119,792) - (8,119,792)
- 798,463 798,463
(4,738,368) - (4,738,368)
- (418,941) (418,941)
(3,549,208) 3,549,208 -
- 17.570 17.570
(16.407.368)  _3.946300  (12.461,068)

$235,388,832

$25,134,593  $260,523,425



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended September 30, 2020 and 2019

Operating activities and net gains:
Decrease in net assets
Adjustments to reconcile decrease in net assets
to net cash provided by operating activities
and net gains from operations:
Depreciation
Net realized and unrealized gains on investments
Restricted gifts, bequests and contributions
Adjustment to pension liability
Increase in reserve for professional liability claims
Adjustment of interest rate swaps to fair value
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories
Prepaid expenses, other current and noncurrent assets
Accounts payable
Accrued salaries and payroll taxes
Accrued pension and other liabilities
Due to third-party payors

Net cash provided by operating activities and net gains
Investing activities:
Purchase of property, plant and equipment, net of disposals
Increase in funds held by trustee
Net sales of investments, limited as to use
(Increase) decrease in short-term investments
Net cash used by investing activities
Financing activities:
Repayment of long-term debt
Restricted gifts, bequests and contributions
Net cash used by financing activities
Increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying notes.

2020 2019
$ (12,461,068) $ (6,298,996)
16,728,695 15,557,211
(13,672,643)  (2,737,195)
(798,463) (595,749)
4,738,368 16,379,254
- 928,135
1,150,331 2,188,241
1,160,735 (3,733,944)
(1,560,183) (133,225)
(1,521,607)  (1,256,856)
3,299,005 3,760,901
3,105,563 1,125,723
37,368,060  (9,720,041)
5.517.854 1,122,501
43,054,647 16,585,960
(23,366,657)  (29,246,216)
(1,465,507)  (3,324,215)
3,990,992 9,559,764
(6.751) _ 1.951.450
(20,847,923)  (21,059,217)
(4,161,045)  (3,958,544)
798.463 595,749
(3.362.582) _(3.362.795)
18,844,142 (7,836,052)
27.561.573 35.397.625

46,405,715 $_27,561,573




EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Organization

Exeter Health Resources, Inc. (Resources) was organized to carry on planning and fundraising activities
and manage related investments. Resources functions as the parent company to Exeter Hospital, Inc. (the
Hospital) and Core Physicians LLC (Core), providers of health care services; Rockingham Visiting Nurse
Association & Hospice (RVNA&H), a provider of home care, hospice and community health services;
Exeter Med Real, Inc. (Med Real), owner of medical office buildings and other real estate; and Matrix
Health, Inc. (Matrix) (not active), organized to manage investments and other resources.

In May 2019, the Corporation and Massachusetts General Hospital finalized a definitive agreement to
affiliate the organizations. This definitive agreement is one step in a potential lengthy process that may
include due diligence, review and final approval of each member's Board of Directors, and federal and
state regulatory approval processes. Expected benefits of the affiliation include ‘expanding the
Corporation's primary and specialty services in New Hampshire, strengthening and growing clinical
programs in the New Hampshire seacoast community, and increasing competition by delivering higher-
quality, lower cost care.

Significant Accounting Policies

Principles of Consolidation

The accompanying consolidated financial statements include the-accounts of Resources and its wholly-
owned subsidiaries, all of which are referred to as the "Corporation" herein. Significant intercompany
accounts and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities, at the date of
the consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period. Estimates are used when accounting for the allowance for doubtful accounts, long-lived
assets, insurance costs, employee benefit plans, contractual allowances, interest rate swap liabilities,
third-party payor settlements and the assessment of litigation and contingencies. It is reasonably possible
that actual results could differ from those estimates.



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Classification of Net Assets

Gifts are reported as net assets with donor restrictions if they are received with donor stipulations that
limit the use of donated assets. Net assets with donor restrictions are those whose use by the Corporation
has been limited by donors to a specific time period or purpose. When a donor restriction expires (when
a stipulated time restriction ends or purpose restriction is accomplished), net assets with donor restrictions
are reclassified as net assets without donor restrictions and reported in the consolidated statement of
operations as either net assets released from restrictions (for noncapital related items) or as net assets
released from restrictions used for capital purchases (capital related items). Other donor restrictions are
perpetual in nature, whereby the donor has stipulated the funds be maintained by the Corporation in
perpetuity. During fiscal 2020 and 2019, the Corporation appropriated all earnings on these funds to
offset the costs of patient care activities in accordance with the intent of the donor. Income earned on net
assets with donor restrictions, including net realized and unrealized appreciation on investments, is
included in the consolidated statements of operations as unrestricted resources.

In accordance with the Uniform Prudent Management of Institutional Funds Act (UPMIFA), the
Corporation considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds: (a) the duration and preservation of the fund; (b) the purpose of the
organization and the donor-restricted endowment fund; (c) general economic conditions; (d) the possible
effect of inflation and deflation; (e) the expected total return from ‘income and the appreciation of
investments; (f) other resources of the organization; and (g) the investment policies of the organization.

Performance Indicator

For purposes of display, transactions deemed by management to be ongoing, major or central to the
provision of health care services are reported as operating revenue and expenses. Peripheral transactions
are reported as nonoperating gains or losses.

The consolidated statements of operations also includes (deficiency) excess of revenues and other
support, and nonoperating gains over expenses. Changes in net assets without restrictions which are
excluded from (deficiency) excess of revenues and other support, and nonoperating gains over expenses,
consistent with industry practice, include pension liability adjustments, net assets released from
restrictions used for capital and certain other fund transfers.

Income Taxes

Resources, the Hospital, RVNA&H, Core and Matrix (inactive) are not-for-profit organizations as
described in Section 501(c)(3) of the Internal Revenue Code (the Code), and are exempt from federal
income taxes on related income pursuant to Section 501(a) of the Code. Med Real is a not-for-profit
organization as described in Section 501(c)(25) of the Code and is exempt from federal income taxes on
related income pursuant to Section 501(a) of the Code. Management evaluated the tax positions of these
entities and has concluded that they have maintained their tax-exempt status, do not have any significant
unrelated business income, and have taken no uncertain tax positions that require adjustment to the
consolidated financial statements.



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Net Patient Service Revenues

The Corporation has agreements with third-party payors that provide for payments to the Corporation at
amounts different from its established rates and also provides a discount for patients without insurance
from these rates. Payment arrangements include prospectively determined rates per discharge,
reimbursed costs, discounted charges and per diem payments. Net patient service revenue is reported at
the estimated net realizable amounts from patients, third-party payors and others for services rendered,
including estimated retroactive adjustments under reimbursement agreements with third-party payors.
Retroactive adjustments are accrued on an estimated basis in the period the related services are rendered
and adjusted in future periods as final settlements are determined. Changes in these estimates are
reflected in the consolidated financial statements in the year in which they occur.

Charity Care

The Corporation has a formal charity care policy under which patient care is provided without charge or
at amounts less than its established rates to patients who meet certain criteria. The Corporation rendered
charity care in accordance with its formal charity care policy. The Corporation does not pursue collection
of amounts determined to qualify as charity care, and therefore such amounts are not reported as revenue.

The Corporation determines the costs associated with providing charity care by calculating a ratio of cost
to gross charges, and then multiplying that ratio by the gross uncompensated charges associated with
providing care to patients eligible for free care. The estimated costs of caring for charity care patients for
the years ended September 30, 2020 and 2019 were $838,947 and $1,178,145, respectively. There were
no funds received from gifts and grants to subsidize charity care services provided for the years ended
September 30, 2020 or 2019.

Cash and Cash Equivalents

Cash and cash equivalents include short-term investments and secured repurchase agreements which have
an original maturity of three months or less when purchased.

The Corporation maintains its cash in bank deposit accounts which, at times, may exceed federally
insured limits. The Corporation has not experienced any losses on such accounts.



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Accounts Receivable and the Allowance for Doubtful Accounts

Accounts receivable are reduced by an allowance for doubtful accounts. In evaluating the collectability
of accounts receivable, the Corporation analyzes its past history and identifies trends for each of its major
payor sources of revenue to estimate the appropriate allowance for doubtful accounts and provision for
bad debts. Management regularly reviews data about these major payor sources of revenue in evaluating
the sufficiency of the allowance for doubtful accounts. For receivables associated with services provided
to patients who have third-party coverage, the Corporation 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). For receivables associated with self-pay patients (which includes both patients without
insurance and patients with deductible and copayment balances due for which third-party coverage exists
for part of the bill), the Corporation records a significant provision for bad debts in the period of service
on the basis of its past experience, which accounts for patients who are unable or unwilling to pay the
portion of their bill for which they are financially responsible. The difference between the discounted
rates and the amounts actually collected after all reasonable collection efforts have been exhausted is
charged off against the allowance for doubtful accounts.

The Corporation's allowance for doubtful accounts for self-pay patients decreased from 89% of self-pay
accounts receivable at September 30,2019 to 88% of self-pay accounts receivable at September 30, 2020.
The Corporation's self-pay bad debt writeoffs increased $15,000 from $6,281,000 in 2019 to $6,296,000
in 2020. The net change in the bad debt writeoffs was a result of collection trends and a shift in payor
mix.

Inventories

Inventories of supplies and pharmaceuticals are carried at the lower of cost determined on a first-in, first-
out method or net realizable value.

Funds Held by Trustee Under Revenue Bond and Other Financing Agreements

Funds held by trustee under revenue bond, equipment financing, and interest rate swap collateral asset
agreements are recorded at fair value and are comprised of short-term investments, guaranteed investment
contracts and United States Government obligations.

Investments and Investment Income

Investments are measured at fair value in the consolidated balance sheets. Investment income or loss
(including realized and unrealized gains and losses on investments, and interest and dividends) is included
in the (deficiency) excess of revenues and other support, and nonoperating gains over expenses, as the
Corporation has elected to reflect changes in fair value of investments and investments limited as to use
in nonoperating gains, including both increases and decreases in value whether realized or unrealized,
unless the income or loss is restricted by donor or law, in which case it would be reported as a change in
net assets with donor restrictions.

10



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Endowment, Investment and Spending Policies

The Corporation has adopted the investment policy for the management and investment of board
designated and endowment funds as approved by the Executive Committee (the Committee) of the Exeter
Health Resources, Inc. Board of Trustees.

The goal of the board designated and endowment funds is to support the Corporation's future capital
expenditures and other major program needs and to generally increase the financial strength of the
organization.

Under the investment policy, the board designated and endowment funds are invested in a prudent manner
with regard to preserving principal in real terms while achieving returns which at least rank in the top
one-quarter of an appropriate peer group of actively managed portfolios, exceed an appropriate
benchmark index (net of management fees) and rank in the top one-quarter of the Cambridge Associates
universe of comparable managers (where appropriate).

In December 2019, the Corporation adopted an endowment. funds spending policy. As a result of the
implementation of this policy, cumulative funds were transferred from net assets without donor restriction
to net assets with donor restriction-as of September 30, 2020. In accordance with this policy, future
interest income and realized and unrealized gains and losses attributable to the endowment funds will be
directly recorded as net assets with restrictions. Additionally, the Board of Trustees will approve an
annual spend of the net assets with restrictions which will be released to net assets without restrictions to
offset operating expenses and/or capital purchases of the Corporation.

Property, Plant and Equipment

Property, plant and equipment is stated at cost at time of purchase, or fair value at time of donation, less
reductions in carrying ‘value based upon impairment and less accumulated depreciation. The
Corporation's policy is to capitalize expenditures for major improvements and charge maintenance and
repairs for expenditures which do not extend the lives of the related assets. The provision for depreciation
is computed on the straight-line method at rates intended to amortize the cost of the related assets over
their estimated useful lives. Assets which have been purchased but not yet placed in service are included
in construction and projects in progress-and no depreciation expense is recorded.

Bond Issuance Costs

The bond issuance costs incurred to obtain financing, or refinancing for construction and renovation
programs, are being amortized by the bonds outstanding method over the life of the bonds. Bond issuance
costs are presented as a reduction of long-term debt.

11



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Pension Plan

The Corporation has a contributory account balance defined benefit plan which covers substantially all
employees of the Hospital and Resources. The Corporation's funding policy is to contribute annually at
a rate intended to provide for the cost of benefits earned during the year determined in accordance with
funding requirements of the Department of Labor. The plan benefits are based on the employee's annual
compensation during the term of employment. For financial reporting purposes, an allocation of the
projected benefit obligation, the fair value of plan assets, the funded status of the plan, and benefit costs
is made by an independent actuary based upon former and current employees of the Corporation covered
by the plan.

Employee Fringe Benefits

The Corporation has an earned time plan. Under this plan, each employee earns paid leave for each
period worked. These hours of paid leave may be used for vacations, holidays or illnesses. Hours earned
but not used are vested with the employee and are paid to. the employee upon termination. The
Corporation accrues a liability for such paid leave as it is earned.

Professional Liability Loss Contingencies

Effective December 11, 2003, the Corporation created a revocable self-insurance trust to fund the related
actuarially-determined liability for incurred but unpaid claims. The trust fund and related liability are
included in the accompanying consolidated balance sheets. The possibility exists, as a normal risk of
doing business, that professional liability claims in excess of the trust fund and insurance coverage may
be asserted against the Corporation.

With respect to all litigation matters, the Corporation considers the likelihood of a negative outcome. If
the Corporation determines the likelihood of a negative outcome is probable and the amount of the loss
can be reasonably estimated, the Corporation records an estimated loss for the expected outcome of the
litigation. If the likelihood of a negative outcome is not considered to be probable but is considered to
be reasonably possible and the Corporation is able to determine an estimate of the possible loss or a range
of loss, the Corporation discloses that fact together with the estimate of the possible loss or range of loss.
However, it is difficult to predict the outcome or estimate a possible loss or range of loss in some instances
because litigation is subject to significant uncertainties. The Corporation's policy is to record legal and
professional fees as incurred.

See also note 13 related to contingencies and litigation.

Reclassifications

Certain 2019 amounts have been reclassified to permit comparison with the 2020 consolidated financial
statements presentation format.

12



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Subsequent Events

Management of the Corporation evaluated events occurring between the end of its fiscal year and
December 10, 2020, the date the consolidated financial statements were available to be issued.

Risks and Uncertainties

On March 11, 2020, the World Health Organization declared the outbreak of coronavirus (COVID-19) a
pandemic. Patient volumes and the related revenues for most services were significantly impacted in the
last two weeks of March 2020 and continued to be impacted in the third and fourth quarter of 2020 as
various policies were implemented by federal, state and local governments in response to the COVID-19
pandemic that have caused many people to remain at home and forced the closure of or limitations on
certain businesses, as well as suspended elective surgical procedures by health care facilities.

While some of these restrictions have been eased across the U.S. .and the State of New Hampshire has
lifted limitations on non-emergent procedures, some restrictions remain in place, and some state and local
governments are re-imposing certain restrictions-due to increasing rates-of COVID-19 cases. While
consolidated patient volumes and revenues experienced gradual improvement beginning in the latter part
of April and continuing through the end of the third and fourth quarter, uncertainty still exists as the future
is unpredictable. The Corporation's pandemic response plan has multiple facets and continues to evolve
as the pandemic unfolds. The Corporation has taken precautionary steps to enhance its operational and
financial flexibility, and react to the risks the COVID-19 pandemic presents in its operations, including
the following:

» Implemented certain cost reduction initiatives;

* Reduced certain planned projects and capital expenditures;

* During the third quarter of fiscal 2020, the Corporation received approximately $34.2 million of
accelerated Medicare payments and approximately $10,288,000 in general Provider Relief Fund
distributions, as provided for under the Coronavirus Aid, Relief, and Economic Security ("CARES")
Act.

The Corporation believes the extent of the COVID-19 pandemic's adverse impact on operating results
and financial condition has been and will continue to be driven by many factors, most of which are beyond
control and ability to forecast. Such factors include, but are not limited to, the scope and duration of stay-
at-home practices and business closures and restrictions, government-imposed or recommended
suspensions of elective procedures, continued declines in patient volumes for an indeterminable length
of time, increases in the number of uninsured and underinsured patients as a result of higher sustained
rates of unemployment, incremental expenses required for supplies and personal protective equipment,
and changes in professional and general liability exposure. Because of these and other uncertainties, the
Corporation cannot estimate the length or severity of the impact of the pandemic on its operations.
Decreases in cash flows and results of operations may have an impact on the inputs and assumptions used
in significant accounting estimates, including the allowance for doubtful accounts related to uninsured
patient accounts, and professional and general liability reserves.

13



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Distributions from the Provider Relief Fund are not subject to repayment, provided the Corporation is
able to attest to and comply with the terms and conditions of the funding, including demonstrating that
the distributions received have been used for healthcare-related expenses or lost revenue attributable to
COVID-19. Such payments are accounted for as government grants, and are recognized on a systematic
and rational basis as other income once there is reasonable assurance that the applicable terms and
conditions required to retain the funds will be met. Based on an analysis of the compliance and reporting
requirements of the Provider Relief Fund and the impact of the pandemic on operating results through
September 30, 2020, the Corporation recognized $10,288,000 related to these general distribution funds,
and these payments are recorded within other revenues in the consolidated statements of operations and
changes in net assets for the year ended September 30, 2020.

The Corporation will continue to monitor.compliance with the terms and conditions of the Provider Relief
Fund and the impact of the pandemic on revenues and expenses. -If the Corporation is unable to attest to
or comply with current or future terms and conditions the Corporation's ability to retain some or all of
the distributions received may be impacted.

The CARES Act also provides for a deferral of payments of the employer portion of payroll tax incurred
during the pandemic, allowing half of such payroll taxes be deferred until December 2021 and the
remaining half until December 2022. At September 30, 2020, the Corporation had deferred $4,370,703
of payroll taxes which is in "accrued pension and other liabilities" in-the accompanying consolidated
balance sheets.

Additionally, the CARES Act created a payroll tax credit designed to encourage organizations to retain
employees during the pandemic.  During the fourth quarter of fiscal 2020, the Corporation evaluated its
eligibility for this credit and deemed no employee retention payroll tax credits pursuant to the CARES
Act could be taken.

The Corporation also received an interest free loan totaling $1.65 million from the Department of Health
and Human Services in the third quarter of fiscal 2020 as part of the COVID-19 Emergency Healthcare
System Relief Fund. The loan was to be payable 180 days after expiration of the State of Emergency
declared by the State of New Hampshire. The agreement also contained a clause that allowed the loan to
be forgiven if the Corporation used the funds to offset expenses incurred related to the pandemic and
applied for forgiveness. In November 2020, the Corporation applied for and was granted full forgiveness
of the loan. This payment is accounted for as a government grant and is reflected in other revenues in
the accompanying consolidated statement of operations for the year ended September 30, 2020.

14



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

Recent Accounting Pronouncements

In March 2017, the FASB issued ASU No. 2017-07, Compensation — Retirement Benefits (Topic 715):
Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost
(ASU 2017-07). ASU 2017-07 will require that an employer report the service cost component of net
periodic pension cost in the same line item as other compensation costs arising from services rendered
by employees during the period. The other components of net periodic pension cost are required to be
presented in the income statement separately and outside a subtotal of income from operations, if one is
presented. The Corporation adopted ASU 2017-07 effective October 1, 2019 and, as a result, a gain
totaling $179,967 previously included in the salaries and benefits was reclassified to net periodic pension
gain on the consolidated statements of operations for the year ended September 30, 2019.

In June 2018, the FASB issued ASU No. 2018-08, Clarifying the Scope and the Accounting Guidance
for Contributions Received and Contributions Made (ASU 2018-08). Due to diversity in practice, ASU
2018-08 clarifies the definition of an exchange transaction-as well as the criteria for evaluating whether
contributions are unconditional or conditional. ASU 2018-08 has been applied retrospectively to all
periods presented and did not have a material impact on the consolidated financial statements.

Prospective Accounting Pronouncements

In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure
Framework — Changes to the Disclosure Requirements for Fair Value Measurement (ASU 2018-13).
The amendments in this ASU modify the disclosure requirements for fair value measurements for Level 3
assets and liabilities, and eliminate the requirement to disclose transfers between Levels 1 and 2 of the
fair value hierarchy, among other modifications. ASU 2018-13 is effective for the Corporation on
October 1, 2020, with early adoption permitted. The Corporation is currently evaluating the impact that
ASU 2018-13 will have onits consolidated financial statements.

In May 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) No. 2014-09, Revenue from Contracts with Customers (ASU 2014-09), which requires revenue to
be recognized when promised goods or services are transferred to customers in amounts that reflect the
consideration to which the Corporation expects to be entitled in exchange for those goods and services.
ASU 2014-09 will replace most existing revenue recognition guidance in U.S. GAAP when it becomes
effective. ASU 2014-09 is effective for the Corporation on October 1, 2020. ASU 2014-09 permits the
use of either the retrospective or cumulative effect transition method. The Corporation is evaluating the
impact that ASU 2014-09 will have on the consolidated financial statements and related disclosures.
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EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Significant Accounting Policies (Continued)

In February 2016, the FASB issued ASU No. 2016-02 Leases (Topic §42) (ASU 2016-02). Under ASU
2016-02, at the commencement of a long-term lease, lessees will recognize a liability equivalent to the
discounted payments due under the lease agreement, as well as an offsetting right-of-use asset. ASU
2016-02 is effective for the Corporation on October 1, 2022, with early adoption permitted. Lessees (for
capital and operating leases) must apply a modified retrospective transition approach for leases existing
at, or entered into after, the beginning of the earliest comparative period presented in the consolidated
financial statements. The modified retrospective approach would not require any transition accounting
for leases that expired before the earliest comparative period presented. Lessees may not apply a full
retrospective transition approach. The Corporation is currently evaluating the impact of the pending
adoption of ASU 2016-02 on the consolidated financial statements.

Patient Service Revenues

The following summarizes net patient service revenues for the years ended September 30:

2020 2019
Gross patient service revenues $ 863,319,627 $ 867,279,935
Less contractual allowances and discounts (518.,750.153) (497.,083.376)
Net patient service revenues, net of contractual
allowances and discounts $ 344,569.474 $ 370,196,559

An estimated breakdown of net patient service revenue, net of contractual allowances and discounts
recognized in 2020 and 2019 from major payor sources, is as follows:

2020 2019

Private payor $210,537,440 $ 228,002,451
Medicare 118,880,125 123,656,165
Medicaid 11,401,391 14,566,023
Self-pay 3.750,518 3,971,920

344,569,474 370,196,559
Provision for bad debts (11.373.261) (12,933.872)
Net patient service revenues less provision for bad debts $333,196,213  $357,262,687
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EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Patient Service Revenues (Continued)

The Corporation maintains contracts with the Social Security Administration (Medicare) and the State of
New Hampshire Division of Health and Human Services (Medicaid). The Corporation is paid a
prospectively determined fixed price for Medicare and Medicaid inpatient acute care services depending
on the patient's diagnostic related group classification. Medicare's payment methodology for outpatient
services is based upon a prospective standard rate for procedures performed or services rendered. Capital
costs and certain Medicaid outpatient and hospice services are also reimbursed on a prospectively
determined fixed price. The Corporation receives payment for other Medicaid outpatient services on a
reasonable cost basis which are settled with retroactive adjustments upon completion and audit of related
cost finding reports. The percentage of net ‘patient service revenue earned from the Medicare and
Medicaid programs was 35% and 3%, respectively, in 2020 and 33% and 4%, respectively, in 2019.

Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation. Compliance with such laws and regulations can be subject to future government review
and interpretation as well as significant regulatory action including fines, penalties and exclusion from
the Medicare and Medicaid programs. The Corporation believes that it is in substantial compliance with
all applicable laws and regulations. There is at least a reasonable possibility that recorded estimates could
change by a material amount in the near term. Differences between amounts previously estimated and
amounts subsequently determined to be recoverable or payable are included in net patient service
revenues in the year that such amounts become known. Prior year settlements had no impact to net patient
service revenue for the years ended September 30,2020 or 2019.

During the third quarter of fiscal 2020, the Corporation requested accelerated Medicare payments as
provided for in the CARES Act, which allows for eligible health care facilities to request up to six months
of advance Medicare payments for acute care hospitals or up to three months of advance Medicare
payments for other health care providers. One year from the date of receipt of the advance payments
(beginning April 2021) 25% of the loan will be recouped in the first eleven months. An additional 25%
of the loan will be recouped in the next six months with the entire amount repayable in 29 months. Any
outstanding balance after 29 months is repayable at a 4% interest rate. During the third quarter of fiscal
2020, the Corporation received approximately $34,180,000 from these accelerated Medicare payment
requests, of which the current portion due within a year totaling approximately $4,310,000 is recorded
under the caption "due to third-party payors" and the long-term portion totaling approximately
$29,870,000 in the caption "accrued pension and other liabilities" in the accompanying consolidated
balance sheets.

The Corporation also maintains contracts with Anthem Health Plans of New Hampshire (Anthem) and
various other payors which pay the Corporation for services based on charges with varying discounts.
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EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Concentration of Credit Risk

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

2020 019
Medicare 10% 10%
Medicaid 3 3
Other third party payors 50 51
Patients 37 36

100%  100%

Property, Plant and Equipment

Property, plant and equipment at September 30 consists of the following;

2020 2019

Land and land improvements $ 8,735477 $§ 5,260,153
Buildings 156,322,066 142,622,070
Equipment 72,831,227 72,854,486
Construction and projects in progress 3,685,933 8,766,598

241,574,703 229,503,307
Less accumulated depreciation (128,383.137) (122.949.703)
Net property, plant and equipment $.113,191,566 $.106,553,604
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EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

6. Long-Term Debt

Long-term debt at September 30 consists of the following:

O

2020 01
New Hampshire Health and Education Facilities Authority (the
Authority) - Revenue Bonds:

Series 2012 bonds with variable interest rates as defined in

the agreement (1.62% at September 30, 2020). Principal

is payable in annual installments ranging from $1,425,000

to $2,665,000 through October 1, 2031. The bonds have

an initial optional tender date of February 9, 2022 and may

be redeemed in whole or in part commencing on various

dates as defined in the Bond Indenture for no premium $23,915,000 $25,260,000
Series 2003 bonds with variable interest rates as defined in

the original and 2015 reissuance agreements (0.79% at

September 30, 2020). Principal is payable in annual

installments ranging from $695,000 to $1,125,000

through October 1, 2033 12,530,000 13,200,000
Series 2001B bonds with variable interest rates as defined

in the original and 2015 reissuance agreements (0.78% at

September 30, 2020). Principal is payable in annual

installments ranging from $960,000 to $1,095,000

through October 1, 2023 4,115,000 5,035,000
Equipment financing, interest at 2.13% payable in monthly
installments of $76,952, through March 2022 1,362,043 2,246,202
Equipment financing, interest at 1.90% payable in monthly
installments of $30,184 through April 2023 883,660 1,225,546
42,805,703 46,966,748
Less current portion (4,331,626) (4,161,045)
Less unamortized bond issuance costs (137.646) (168,081)

$38,336,431 $42,637,622

Under the terms of the loan agreements.of the Series 2012, 2003 and Series 2001B bonds and an amended
and restated Master Trust Indentures dated February 1, 2012 and March 1, 2015 between the Hospital
and a Master Trustee, the Hospital has granted the Authority a first security interest in all gross receipts
and a mortgage lien on existing and future property, plant and equipment. In addition, under the terms
of the respective loan agreements and Master Trust Indenture, the Hospital is required to meet certain
covenant requirements. At September 30, 2020, the Hospital was in compliance with these requirements.

The Hospital has agreements with the Authority which provide for the establishment of various funds,

the use of which is generally restricted to the payment of debt. These funds are administered by a trustee
and income earned on certain of these funds is similarly restricted.

19



EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Long-Term Debt (Continued)

The funds held by the trustee under revenue bond, equipment financing and interest rate swap collateral
asset agreements at September 30 are comprised of the following:

2020 2019
Construction fund and other $ 990 $ 1,096
Collateralized swap fund 8.299.995 7,100,000

$8,300,985 $7,101,096

Aggregate annual principal payments required on long=term debt and equipment financing for the five
years ending September 30 are as follows:

2021 $4,331,626
2022 4,048,973
2023 3,590,104
2024 3,570,000
2025 2,605,000

In August 2005, the Hospital entered into an interest rate swap agreement that effectively converted the
remaining Series 2001B bonds, excluding the approximate $4.6 million originally allocated to a former
affiliate of Resources, to a fixed rate through 2023 and also effectively converted the portion of the Series
2001B bonds previously swapped and all of the Series 2003 bonds to a fixed rate of 3.635% through
October 2033.

In anticipation of the advance refunding of previously outstanding Series 2001 A bonds during fiscal 2012
and the issuance of the Series 2012 variable rate bonds in February 2012, the Hospital entered into a
forward interest rate swap agreement in August 2005, which became effective October 2011, that
effectively converts all of the outstanding variable rate debt on the Series 2012 bonds to a fixed rate of
3.708% through October 2031. The swap agreement requires a portion of the exposure to be
collateralized by the Hospital. At September 30,2020 and 2019, there was a collateral asset in the amount
of $8,299,995 and $7,100,000, respectively, required by the swap agreement included in the current
portion of funds held by trustee under revenue bond agreements.

The interest rate swap agreements meet the definition of derivative instruments. Consequently, the fair
value of the swaps (a liability of $7,669,930 and $6,519,599 at September 30, 2020 and 2019, respectively)
is reported in accrued pension and other liabilities in the accompanying consolidated balance sheets and
the decrease in fair value of $1,150,331 and $2,188,241 for the years ended September 30, 2020 and 2019,
respectively, is reported as nonoperating (losses) gains in the consolidated statements of operations. On
a monthly basis, the Hospital pays or receives the difference between the fixed and variable rates as
applied to the notional amount. The resulting difference is charged to nonoperating (losses) gains. Such
other charges totaled $1,107,348 and $818,384 for the years ended September 30, 2020 and 2019,

respectively. The swaps, while serving as economic hedges, do not qualify as accounting hedges.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Long-Term Debt (Continued)

Total interest paid on long-term debt, exclusive of payments related to the swap agreements, was $849,689
and $1,364,498 for the years ended September 30, 2020 and 2019, respectively. No capitalized interest
was recorded for the years ended September 30, 2020 and 2019.

The fair value of long-term debt approximates carrying value at September 30, 2020 and 2019.
The Corporation entered into a revolving line of credit agreement with a bank on May 28, 2020 for

$20,000,000. The line of credit is available through May 26, 2021 and bears interest at LIBOR plus
1.70%. At September 30, 2020, there were no borrowings outstanding under this agreement.

Investments and Assets Whose Use is Limited

Investments are stated at fair value as of September 30, 2020 and 2019, and are reported in the
accompanying consolidated balance sheets as follows:

2020 2019
Short-term investments $ 4,403,891 $ 4,397,140
Funds held by trustee — current 8,300,985 7,101,096
Investments, limited as to use 197,033,978 187,352,327
Funds held by trustee — long term 5,282,332 5,016,714

$215,021,186 $203.867,277

The composition of investments and funds held by trustee at fair value at September 30, 2020 and 2019
is set forth in the following table:

2020 2019

Cash and short-term investments $ 14,815,118 §$ 15,203,291
Fixed income securities 27,618,307 31,263,272
Private equity investments 285,922 182,384
Marketable equity securities 13,107,648 13,341,046
Investments in limited partnerships

and limited liability companies 139,671,052 125,717,387
Investments in offshore funds 19,599,066 18,375,076
Accrued interest and other (75.927) (215.179)

$215,021,186 $203,867,277
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September 30, 2020 and 2019

Investments and Assets Whose Use is Limited (Continued)

Board designated and donor restricted investments at September 30, 2020 and 2019 are comprised of the
following:

2020 2019
Board designated for capital purchases, working
capital and community service $171,899,385 $166,164,034
Donor restricted 25,134,593 21,188,293

$197,033,978 $187,352,327

Unrestricted investment income, and realized and unrealized gains on investments for the years ended
September 30, 2020 and 2019 are summarized as follows:

2020 2019
Investment income and dividends, net $ 1,079,030 $ 1,762,823
Realized gains on investments, net 739,845 15,374,202
Unrealized gains (losses) on investments; net 12,932,798  (12,637.007)
Investment income and gains, net $14,751,673 $_ 4,500,018

Activity related to endowment funds within net assets with donor restrictions is as follows for the years
ended September 30:

2020 019
Balances, beginning of year $19,720,117 $19,698,492
Transfer of balances between funds 3,549,208 -
Change in market value of beneficial interest
in perpetual trust held by others 17,570 21,625
Balances, end of year $23,286,895 $19,720,117
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Net Assets With Donor Restrictions

Net assets with donor restrictions are available for the following purposes at September 30:

2020 2019
Purpose restriction:
Health care services and capital projects $ 1,689,201 $ 1,380,188
Other patient services 147,317 74,903
Scholarships 11,180 13,085

1,847,698 1,468,176

Perpetual in nature:

Investments, gains and income from which is donor restricted 23.286.895 19,720,117
Total net assets with donor restrictions $25.134,593 $21.188.293

Net assets with donor restrictions are managed in accordance with donor intent and are invested in various
portfolios.

Fair Value Measurements

FASB ASC 820, Fair Value Measurements and Disclosures, provides a framework for measuring fair
value under generally accepted accounting principles. FASB ASC 820 defines fair value, establishes a
framework for measuring fair value under generally accepted accounting principles and enhances
disclosures about fair value measurements.

As defined in FASB ASC 820, fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date. In
determining fair value, the Corporation uses various methods including market, income and cost
approaches. Based on these approaches, the Corporation often utilizes certain assumptions that market
participants would use in pricing the asset or liability, including assumptions about risk and the risks
inherent in the inputs to the valuation technique. These inputs can be readily observable, market
corroborated, or generally unobservable inputs. The Corporation utilizes valuation techniques that
maximize the use of observable inputs and minimize the use of unobservable inputs. Based on the
observability of the inputs used in the valuation techniques, the Corporation is required to provide the
following information according to the fair value hierarchy. The fair value hierarchy ranks the quality
and reliability of the information used to determine fair values. Financial assets and liabilities carried at
fair value will be classified and disclosed in one of the following three categories:

Level 1 — Valuations for assets and liabilities traded in active exchange markets, such as the New
York Stock Exchange. Level 1 also includes U.S. Treasury and federal agency securities and federal
agency mortgage-backed securities, which are traded by dealers or brokers in active markets.
Valuations are obtained from readily available pricing sources for market transactions involving
identical assets or liabilities.

Level 2 — Valuations for assets and liabilities traded in less active dealer or broker markets.
Valuations are obtained from third party pricing services for identical or similar assets or liabilities.
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Fair Value Measurements (Continued)

Level 3 — Valuations for assets and liabilities that are derived from other valuation methodologies,
including option pricing models, discounted cash flow models and similar techniques, and not based
on market exchange, dealer or broker traded transactions. Level 3 valuations incorporate certain
assumptions and projections in determining the fair value assigned to such assets or liabilities.

In determining the appropriate levels, the Corporation performs a detailed analysis of the assets and
liabilities that are subject to FASB ASC 820. At each reporting period, all assets and liabilities for which
the fair value measurement is based on significant unobservable inputs are classified as Level 3.

The following is a description of the valuation methodologies used:

Fixed Income Securities (Debt Securities)

The fair value for debt instruments . is determined by using broker or dealer quotations, external pricing
providers, or alternative pricing sources with reasonable levels of price transparency. The Corporation
mainly holds municipal bonds; and U.S. governmental and federal agency debt instruments, which are
generally classified as Level 1 within the fair value hierarchy.

Marketable Equity Securities and Private Equity Investments

Marketable equity securities and private equity investments, including certain mutual funds, are valued
either based on stated market prices and at the net asset value of shares held by the Corporation at year
end, if available, or for investments that are not actively traded in a securities exchange, the fair value is
stated at the value of proportionate share of total fund net assets. Underlying investments within these
funds are readily available and stated at quoted market prices, which generally results in the classification
as Level 1 or 2 within the fair value hierarchy.

Investments in Limited Partnerships, Limited Liability Companies and Offshore Funds

The Corporation invests in funds that consist of certain limited partnership interests in investment funds,
which, in turn, invest in diversified portfolios predominantly comprised of equity and fixed income
securities, as well as options, futures contracts, and some other less liquid investments. Management has
approved procedures pursuant to the methods in which the Corporation values these investments at fair
value, which ordinarily will be the amount equal to the pro-rata interest in the net assets of the limited
partnership, as such value is supplied by, or on behalf of, each investment from time to time, usually
monthly and/or quarterly by the investment manager. These funds are classified at net asset value.

Corporation management is responsible for the fair value measurements of investments reported in the
consolidated financial statements. Such amounts are generally determined using audited financial
statements of the funds and/or recently settled transactions. Because of inherent uncertainty of valuation
of certain hedge funds, the estimate of the fund manager or general partner may differ from actual values,
and differences could be significant. Management believes that reported fair values of its hedge funds at
the balance sheet dates are reasonable.
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Fair Value Measurements (Continued)

Fair Value on a Recurring Basis

The following presents the balances of assets and liabilities measured at fair value on a recurring basis at
September 30:

Level 1 Level 2 Level 3 Total
2020
Cash and short-term investments $14,815,118 $ - $ - $ 14,815,118
Fixed income securities 27,618,307 - - 27,618,307
Private equity investments - 285,922 - 285,922
U.S. equities 236,763 481,638 - 718,401
Marketable equity securities 12,389,247 - - 12,389,247
Accrued interest and other (75.927) — — (75.927)
$54,983,508 - $767,560  $ — 55,751,068
Investment funds measured
at net asset value:
Equity funds 27,591,933
Emerging market funds 10,782,163
Developed market funds 9,516,834
Global equity funds 91,780,122
Offshore funds 19,599,066
159,270,118
Total assets at fair value $215.021,186
Liabilities:
Interest rate swap agreements $ - § - $7,669,930 $_ 7,669,930
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Fair Value Measurements (Continued)

Level 1 Level 2 Level 3 Total
2019
Cash and short-term investments $15,203,291 $ - $ - $ 15,203,291
Fixed income securities 31,263,272 - - 31,263,272
Private equity investments — 182,384 - 182,384
U.S. equities 204,320 464,068 - 668,388
Marketable equity securities 12,672,658 - - 12,672,658
Accrued interest and other (215.,179) - - (215,179)
$59.128,362 $646,452 ~$ - 59,774,814
Investment funds measured
at net asset value:
Equity funds 22,649,844
Emerging market funds 10,416,136
Developed market funds 10,812,527
Global equity funds 81,838,880
Offshore funds 18,375,076
144,092,463
Total assets at fair value $203.867,277
Liabilities:
Interest rate swap agreements $ - § — $6,519,599 $_ 6,519,599

Investments, in general, are exposed to various risks, such as interest rate, credit and overall market
volatility. As such, it is‘reasonably possible that changes in the fair value of investments will occur in
the near term and that such changes could materially affect the amounts reported in the accompanying
consolidated balance sheets and consolidated statements of operations.

At September 30, 2020 and 2019, the Corporation had unfunded commitments in private equity
investments totaling approximately $21,452,000 and $22,615,000, respectively.

A reconciliation of the fair value measurements using significant unobservable inputs (Level 3) is as
follows:

Interest Rate Swaps

2020 2019
Beginning balance $(6,519,599) $(4,331,358)
Change in fair value of interest rate swaps (1,150,331) (2,188.241)

$(7,669.930) $(6.519,599)
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Fair Value Measurements (Continued)

Net Asset Value Per Share

In accordance with ASU 2015-07, Investments in Certain Entities That Calculate Net Asset Value per
Share (or Its Equivalent), the table below sets forth additional disclosures for alternative investments
valued based on net asset value to further demonstrate the nature and risk of the investments by category

at September 30, 2020 and 2019:

Unfunded Redemption
Commit- Redemption Notice
Investment Fair Value ment Frequency Period
2020
Equity funds $17,103,359  $21,452,000 Mliquid Iliquid
Equity funds 10,488,574 - Daily 2 days
Global equities 67,420,734 - Daily 2 days
Developed markets 3,737,811 - Daily 2 days
Developed markets 5,779,023 - Monthly 5 days
Emerging market funds 10,782,163 N\ Monthly 10 - 30 days
Global equities 24,359,388 = Monthly 15 days
Offshore funds 5,030,030 - Monthly 45 days
Offshore funds 10,847,069 = Quarterly 30 — 65 days
Offshore funds 3,721,967 Z Annually 45 — 60 days
2019
Equity funds $12,228,685 $22,615,000 liquid Mliquid
Equity funds 10,421,159 - Daily 2 days
Global equities 59,934,460 - Daily 2 days
Developed markets 5,119,561 - Daily 2 days
Developed markets 5,692,966 - Monthly 5 days
Emerging market funds 10,416,136 - Monthly 10 - 30 days
Global equities 21,904,420 - Monthly 15 days
Offshore funds 4,297,091 - Monthly 45 days
Offshore funds 10,308,127 - Quarterly 30 — 65 days
Offshore funds 3,769,858 - Annually 45 — 60 days

Investment Strategies

Fixed Income Securities (Debt Securities)

The primary purpose of fixed income securities is to provide a highly predictable and dependable source
of income, preserve capital, and reduce the volatility of the total portfolio and hedge against the risk of

deflation or protracted economic contraction.
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Fair Value Measurements (Continued)

Marketable Equity Securities and Private Equity Investments

The primary purpose of the domestic and non-U.S. equity investments is to provide appreciation of
principal and growth of income with the recognition that this requires the assumption of greater market
volatility and risk of loss. The total equity portion of the portfolio will be broadly diversified according
to economic sector, industry, number of holdings and other characteristics including style and
capitalization. The Corporation may employ multiple equity investment managers, each of whom may
have distinct investment styles. Accordingly, while each manager's portfolio may not be fully diversified,
it is expected that the combined equity portfolio will be broadly diversified.

Investments in Limited Partnerships, Limited Liability Companies and Offshore Funds

The primary purpose of investments in limited partnerships, limited liability companies and offshore
funds is to provide further portfolio diversification and to reduce overall portfolio volatility by investing
in strategies that are less correlated with traditional equity and fixed income investments. These may
provide access to strategies otherwise not accessible through traditional equities-and fixed income such
as derivative instruments, real estate, distressed debt and private equity and debt.

Pension Plan
A reconciliation of the changes in the Corporation's projected benefit obligation and the fair value of plan

assets and a statement of funded status of the plan as of and for the years ended September 30, 2020 and
2019 are as follows:

2020 2019
Changes in benefit obligations:
Projected benefit obligations, beginning of period $111,003,332 $ 95,460,275
Service cost 4,131,607 3,217,867
Interest cost 3,255,755 3,961,898
Benefits paid (5,580,888) (7,579,190)
Contributions by employees 2,057,307 2,006,695
Actuarial loss (gain) 7.229.462 13,935,787
Projected benefit obligations, end of period $122,096,575 $111,003,332
Changes in plan assets:
Fair value of plan assets, beginning of period $ 89,448,153 $ 79,722,255
Actual return on plan assets 5,600,232 1,710,211
Contributions by plan sponsor 2,800,001 14,400,000
Contributions by employees 2,057,307 2,006,695
Benefits paid (5,580,888) (7,579,190)
Expenses paid (733.949) (811,818)
Fair value of plan assets, end of period $.93,590.856 $_89,448,153
Net pension liability $(28,505,719) $(21,555,179)
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EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Pension Plan (Continued)

Amounts recognized in net assets without donor restrictions consist of the following at September 30:

2020 019
Prior service cost $ 849,963 §$ 1,144,562
Net actuarial loss 44,479,072 39,446,100

$45,329,035 $40,590,662

The weighted-average assumptions used to determine the pension benefit obligation at September 30,
2020 and 2019 are as follows:

2020 2019
Discount rate 2.50%  3.00%
Rate of increase in future compensation levels:
2019 N/A 3.50%
2020 3.50% N/A
2021-2022 2.00% N/A
All future years 3.50% N/A

The accumulated benefit obligation as of the Plan's measurement date of September 30, 2020 and 2019,
was $113,192,074 and $102,907,349, respectively.

Net periodic pension cost includes the following components for the years ended September 30:

2020 2019
Service cost, including administrative expense $ 4,931,607 $ 4,017,867
Interest cost on projected benefit obligation 3,255,755 3,961,898
Expected return on plan assets (5,799,446)  (5,553,369)
Amortization of actuarial loss 2,329,653 1,078,781
Amortization of prior service cost 294,604 332,723

$.5,012,173 $_3,837,900

The weighted-average assumptions used to determine net periodic benefit cost as of September 30, 2020
and 2019 are as follows:

2020 2019
Discount rate 3.00%  4.25%
Rate of increase in future compensation levels 3.50%  3.00%
Expected long-term rate of return on plan assets 6.50%  7.00%
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EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Pension Plan (Continued)

Plan Assets

The primary investment objective of the Corporation's Retirement Plan is to provide pension benefits for
its members and their beneficiaries by ensuring a sufficient pool of assets to meet the Plan's current and
future benefit obligations. These funds are managed as permanent funds with disciplined longer-term
investment objectives and strategies designed to meet cash flow requirements of the plan. Funds are
managed in accordance with ERISA and all other regulatory requirements.

Management of plan assets is designed to maximize total return while preserving the capital values of the
fund, protecting the fund from inflation, and providing liquidity as needed for plan benefits. The objective
is to provide a rate of return that meets inflation plus 5%, over a long-term horizon.

The Plan aims to diversify its holdings among sectors, industries-and companies. No more than 5% of
the total stock portfolio valued at market may be invested in the common stock of any one corporation.
No more than 5% of the outstanding shares of any one company may be held. No more than 20% of
stock valued at market may be held in any one industry category. as defined in the Standard & Poor's S&P
500 index. Fixed income securities of any one issuer shall not exceed 5% of the total bond portfolio at
the time of purchase. Holdings of any individual issue must be 50% or less of the value of the total issue,
excluding U.S. Treasury or other federal agencies or repurchase agreements involving such issues.

A periodic review is performed of the pension plan's investment in various asset classes. The current
asset allocation target is 80% equities with an allowable range of 50% to 80%, and 20% fixed income
with an allowable range of 20% to 50%.

The fair value of the Corporation's pension plan assets-at September 30, 2020 and 2019, by asset category
are as follows (see Note 9 for level definitions).

Level 1 Level2 Level 3 Total
2020
Cash and cash equivalents $ 1,448,395 § — § - $ 1,448,395
Accrued interest and other 64 - - 64
Mutual funds 15,377,097 — - 15,377,097
$16,825,556 $_— - 16,825,556
Assets measured at net asset value:
Limited partnerships, limited liability
companies and offshore funds 76,765,300
Total assets at fair value $93,590.856

30



10.

11.

EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Pension Plan (Continued)

Level 1 Level2 Level 3 Total
2019
Cash and cash equivalents $ 2,412,091 § — $ - $ 2,412,091
Accrued interest and other 16,317 - - 16,317
Mutual funds 13,901,370 - — 13,901,370
$16,329,778 §$_— $ - 16,329,778
Assets measured at net asset value:
Limited partnerships, limited liability
companies and offshore funds 73.118.375
Total assets at fair value $89,448,153

Contributions

The Corporation plans to contribute $3,600,000 to its pension plan in the year ending September 30,
2021.

Estimated Future Benefit Payments

Benefit payments are estimated to be paid as follows:

2021 $ 5,899,827
2022 6,031,353
2023 6,538,937
2024 6,954,043
2025 7,171,507
Years 2026 — 2030 45,701,425

Community Benefits (Unaudited)

The Corporation provides numerous community service programs such as patient transport, community
education programs, health screenings, health publications and other health information services in
addition to providing charitable services and funding the difference between Medicare and Medicaid
reimbursement and the cost of providing those services. In addition, the Corporation also directly
subsidizes area community health service agencies which are in support of the Corporation's mission to
improve the health of the community. The net cost of providing such benefits, which includes Medicare
and Medicaid unreimbursed cost, for the years ending September 30, 2020 and 2019 was $93,666,168
and $80,557,395, respectively.
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13.

EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Functional Expenses

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

Health General and
Services Administrative Total

2020
Salaries and benefits $183,899,179 $32,673,930 $216,573,109
Supplies and other 116,798,246 20,751,902 137,550,148
Depreciation 14,204,872 2,523,823 16,728,695
New Hampshire Medicaid Enhancement Tax 14,433,658 - 14,433,658
Interest 827,672 147,092 974,764

$330,163,627 $56,096,747 $386,260,374
2019
Salaries and benefits $176,375,641 $31,273,631 $207,649,272
Supplies and other 112,572,796 19,845,769 132,418,565
Depreciation 13,225,628 2,331,583 15,557,211
New Hampshire Medicaid Enhancement Tax 13,723,449 - 13,723,449
Interest 1,267,545 223,459 1,491,004

$317,165,059 $53.674,442 $370,839,501

The financial statements report certain expense categories that are attributable to more than one healthcare
service or support function. Therefore, these expenses require an allocation on a reasonable basis that is
consistently applied. Costs not directly attributable to a function, such as, depreciation and interest, are
allocated to a function in accordance with the ratio of salaries and benefits of the functional classes.
Supporting activities that are not directly identifiable with one or more healthcare programs are classified
as general and administrative. If it is impossible or impractical to make a direct identification, allocation
of the expenses were made according to management's estimates. Specifically identifiable costs are
assigned to the function which they are identified to.

Contingencies and Litigation

The Corporation currently maintains professional malpractice liability insurance and general liability
insurance coverage under a combination of policies. The insurance for the professional liability coverage
is primarily written on a "claims-made" basis and the commercial general liability coverage is primarily
maintained on an "occurrence" basis. These coverages apply after a self-insured retention of $3.0 million
per incident and $10.0 million annual aggregate for the years ending September 30, 2020 and 2019. In
addition, insurance coverage does not generally cover punitive damages.
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15.

EXETER HEALTH RESOURCES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2020 and 2019

Medicaid Enhancement Tax and Medicaid Disproportionate Share

Under the State of New Hampshire's (the State) tax code, the State imposes a Medicaid enhancement tax
(MET) equal to 5.40% for the fiscal years ended September 30, 2020 and 2019 of the Hospital's patient
service revenues, with certain exclusions. The amount of tax recognized by the Corporation for the fiscal
years ended September 30, 2020 and 2019 was $14,433,658 and $13,723,449, respectively.

Historically, the State has provided disproportionate share payments (DSH) to-hospitals based on a set
percentage of uncompensated care provided. As part of the State's budget process for the period ended
September 30, 2012, the State eliminated DSH payments to certain New Hampshire hospitals, including
the Hospital. The State reinstituted a portion of the DSH payments in the period ended September 30,
2014. The Hospital recorded DSH interim funding of $6,591,068 and $5,193,628 for the years ended
September 30, 2020 and 2019, respectively, which is subject to the State DSH annual audit and potential
redistributions. The audit of the State's DSH program has been finalized through State fiscal year 2017
and a reserve has been established to cover potential audit adjustments for the years yet to be audited by
the State or any future redistributions.

Financial Assets and Liquidity Resources

As of September 30, 2020 and 2019, financial assets and liquidity resources available within one year for
general expenditure, such as operating expenses, scheduled principal payments on debt, and capital
construction costs not financed with debt, consisted of the following:

2020 2019
Cash and cash equivalents $46,405,715 $27,561,573
Short-term investments 4,403,891 4,397,140
Patient accounts receivable, net 35,181,607 36,342,342
Current portion of funds held by trustee under
revenue bond and other financing agreements 8,300,985 7,101,096

$94,292,198 $75,402,151

To manage liquidity, the Corporation maintains sufficient cash and cash equivalent balances to support
daily operations throughout the year. Cash and cash equivalents include bank deposits, money market
funds, and other similar vehicles that generate a return on cash and provide daily liquidity to the
Corporation. Short-term investments without donor restrictions are also utilized to generate a higher
yield on balances versus cash and cash equivalents, and to provide the Corporation with an additional
layer of liquidity for daily operations if needed. As of September 30, 2020 and 2019, the balances held
in cash and cash equivalents and short-term investments were $50,809,606 and $31,958,713, respectively.
In addition, the Corporation has board-designated assets without donor restrictions that can be utilized at
the discretion of management to help fund both operational needs and/or capital projects. As of
September 30, 2020 and 2019, the balance in board-designated assets were $171,899,385 and
$166,164,034, respectively.
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B A K E R Baker Newman & Noyes LLC

N E w M A N MAINE | MASSACHUSETTS | NEW HAMPSHIRE
800.244.7444 | www.bnncpa.com

NOYES

INDEPENDENT AUDITORS' REPORT
ON OTHER FINANCIAL INFORMATION

Board of Trustees
Exeter Health Resources, Inc. and Subsidiaries

We have audited the consolidated financial statements of Exeter Health Resources, Inc. and Subsidiaries as of
and for the years ended September 30, 2020 and 2019, and have issued our report thereon, which contains an
unmodified opinion on those consolidated financial statements.. See page 1. Our audits were conducted for
the purpose of forming an opinion on the consolidated financial statements as a whole. The consolidating
information is presented for purposes of additional analysis rather than to present the financial position, results
of operations and cash flows of the individual entities and is not a required part of the consolidated financial
statements. Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the consolidated financial statements. The
consolidating information has been subjected to the auditing procedures applied in the audits of the
consolidated financial statements-and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the consolidated financial
statements or to the consolidated financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the consolidated financial statements as a
whole.

Boku Newmon ¥ Noyes LLC

Manchester, New Hampshire
December 10, 2020
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