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SPECIAL OTE CONCERNrNG FORWARD-LOOK! G STATEME TS. Certain ofthe 
discussions included in the following document may include certain " forward-looking 
statements" which involve known and unknown risks and uncetta inties inherent in the operat ion 
of healthcare facilities. Actual actions or results may differ materially from those di scussed 
below. Specific factors that might cause such differences include competition from other 
hea lthcare facilities in the service area, federal and state regulation of healthcare providers, and 
reimbursement policies of the state and federal governments and managed care organizations. In 
particular, statements preceded by, fo llowed by or that include the words "believes", "estimates", 
"expects", "anticipates" , " plans", " intends", "schedu led" or other similar expressions are or may 
constitute forward-looking statements. South Nassau Communities Hospital and Subs idiaries are 
not required to update any of the statement in light of new informati on or future events, except to 
the extent required by applicable law. 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

UNAUDITED 
QUARTERLY REPORT 

FOURTH QUARTER ENDING 
DECEMBER 31, 2015 

The information in this report 
has been provided by 

Mark Bogen, Chief Financial Officer 



The financial information furnished herein is unaudited and thus is subject to change; however, in 
the opinion of management, the infonnation reflects all adjustments that are necessary to fai rly 
state the consolidated financia l position of South Nassau Communities Hospital and Subsidiaries 
(the " Hospital"), and the results of its operations and changes in its unrestricted net assets for the 
interim periods indicated . 

The Hospita l presumes that users of this interim financial information have read or have access to 
the Hospital's audited financial statements and that the adequacy of additional di sclosure needed 
for a fair presentation may be determined in that context. The financial statements of the Hospital 
for the fisca l years ended December 3 1, 20 14, and 20 13 is on fi le at www.emma.msrb.org. 
Accordingly, footnotes and other disc losures that would substantia lly duplicate the di sclosures 
contained in the Hospital 's most recent audited financial statements have been omitted. 

Patient volumes and net operating revenues are subject to seasona l variations caused by a number 
of factors, including, but not necessarily limited to, seasonal cycles of illness, climate and weather 
conditions, vacation patterns of both hospital patients and admitting physicians and other factors 
relating to the timing of elective hospital procedures. Quarterly operating results are not 
necessarily representative of operations for a fu ll year for various reasons, including levels of 
occupancy and other patient volumes, interest rates, unusual or non-recurring items and other 
seasonal fluctuations. These same considerations apply to a ll year-to-year comparisons. 
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Fin a ncial Results 

Management' s Discussion and Analvsis 
Fourth Quarter Ending December 3 1, 2015 

Fort 
and s 

he twelve months ended December 3 1, 201 5 and 20 14, South Nassau Communities Hospital 
ubsidiaries recorded income from operations, of $145,000 and $4.1 million, respectively. 
ding investment activity the Hospital recorded a deficiency of revenue and gains over lnclu 

expe nses of$3.8 million for the twelve months ended December 31,2015 and an excess of 
reve nue and gains over expenses of $13 .1 million for the twelve months ended December 3 1, 
201 4 

The I 
pnor 
gain 

argest contributing factor to the 201 5 results were investment losses which were below a 
year gain by $7.7 million (a loss of $4. 1 million for 20 15 compared to a gain $3.6 mill ion 
for2014) . 

Patie 
duet 

nt revenue, gross of uncompensated care, increased by $43 .I million as compared to 20 14 
o increases in volume, rates, case mix, the new healthcare services in Long Beach (an 

Urge nt Care Center that was converted into a Freestanding Emergency Department), and patient 
nue associated with investments in and acquisitions of physician practices. In addition, the 
pital recorded approximately $8.5 mil lion in positive third party settlements in 201 5 as 
pared to $1.7 mill ion in 2014. 

reve 
Hos 
com 

Unc ompensated care increased by $2.6 mil lion as compared to 2014, primarily due to an increase 
d debt expense as a result of the Hea lth Republic receivable being fu lly reserved at in ba 

Dece mber 31 , 2015 due to the uncertainty of future collections. This accounts for $2.4 million of 
1crease in bad debt expense. the i1 

Total operating expenses increased by $44.0 million as compared to 2014. The components of 
xpense and the explanations for the variances are included below: thee 

$ in millions 2015 2014 
Salar ies and benefits $ 277.6 $ 252.6 
Othe r than sala 153.5 136.6 
lnsur ance 11.2 11.7 
Inter 3.5 2.9 
Prov 26.9 24.9 
Tot $ 472.7 $ 428.7 

Fort he twelve months ended December 3 1, 20 15, salaries and benefits increased by $25.0 mill ion 
mpared to 2014. The net increase is due to salaries increasing by $15.7 mil lion primarily as co 

duet o (i) investments in strategic physician practice acqui sitions;(ii) the opening of an Urgent 
Center location in Long Beach in Ju ly 2014 and the subsequent conversion to a Free Care 

Stan ding Emergency Department in August 20 15; (iii ) the acquisition of a Family Practice office 
ong Beach in March 20 14; and (iv) an annual increase provided to employees. in L 

Emp loyee benefits increased by $9.3 million primarily due to (i) an increase in medical benefits 
nse due to an increase in utilization and an increase in high cost claims; (i i) an increase in 

A expense due to an increase in salaries; (iii) an increase in Pension expense due to the 
expe 
FIC 
1mpa ct of the new mortality table decrease in discount rate, less than expected investment returns 
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on pension assets and an increase in the Pension Benefit Guaranty Corporation premium due to 
an increase in their rates. 

Other than salary expenses increased by $16.9 million as compared to 201 4 primarily due to non
personnel costs of acq uiring a large physician practice in October 2014, increases in the cost of 
suppl ies and services and costs associated with acquiring the Long Beach Hospital campus and 
the opening of a Freestanding Emergency Department in Long Beach in August 2015 . 

Included in non-operating ga ins and losses for the twelve months ended December 3 I, 2014, is a 
loss and offsetting insurance recoveries associated with damage sustained to the Hospital and 
other costs related to Superstorm Sandy. Insurance proceeds of $1.7 million were received in June 
201 4 as final settlement of the Hospital 's Superstorm Sandy insurance claim ($2.0 million and 
$ 1.5 mill ion were received in 201 3 and 2012, respectively). A loss of$0.8 million related to Long 
Beach Medical Center transactions was recorded for the twelve months ended December 3 1, 
20 14. The asset purchase of Long Beach was completed in the fourth quarter of2014 and 
therefore there are no non-operating losses recorded for the twelve months ended 201 5 (see note 
5). 

Utili zation 

Discharges for the twelve months ended December 31 , 20 15 increased by 477 (2.2%) as 
compared to 201 4 primarily due to a worse fl u season in 2015. Patient days increased by 3,261 
days (2.9%) due to an increase in medical cases in 201 5. In November 20 14, the Hospital opened 
a transitional care unit. Discharges from the transitional care unit for the twelve months ended 
December 3 1, 2015 increased by 482 due to a fu ll year of operations in 2015. 

Emergency Room vo lume increased by 5.6% as compared to 2014. Management attributes thi s 
increase to the Hospital's status as the only Level II Trauma Center on the South Shore of Long 
Island, the establi shment of a Freestanding Emergency Room in Long Beach and an increase in 
flu related cases for the first quarter of20 15. Clinic visits increased by 12.2%, Ambulatory 
Surgery vis its decreased by 1.4% and Other Outpatient vis its decreased by 2.9% as compared to 
2014. Management attributes the increase in Cl inic visits to the Hospital's assumption of the 
operations of the Long Beach Family Medicine Clin ic in March 2014 and an increase in vo lume 
at the Mental Hea lth Clinic in 201 5 as compared to 2014. The decrease in Ambulatory Surgery is 
due to shifts in phys ician practice patterns and service mix. The decrease in the Other Outpatient 
visits is primarily due to a decrease in radiology volume in 2015 and the termination of the Long 
Term Home Care program in May 2014. 

Other Information 

On February 29, 20 16, the Hospital and Winthrop University Hospital Association (" Winthrop' ') 
received notice from Catholic Health Serv ices of Long Island ("CHS") that CHS intends to 
withdraw from Long Island Hea lth Network ("LIHN"), the clinically integrated network in which 
the Hospita l, Winthrop, and several hospitals affiliated with CHS participate. Management is in 
the process of analyzing the effect of the withdrawal ofCHS from LrHN. A firm time line for 
CHS ' s withdrawa l has not been established. There can be no assurance of the outcome of this 
matter. 
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South Nassau Communities Hospital 
a nd Subsidiaries 

Unaudited 
Consolidated Statements of Financial Position 

December 3 1, December 31 , 
2015 2014 

Assets 
Current assets 
Cash and cash equivalents $ 3, 170,788 $ 24,0 16,976 
Investments 129,346,637 132,683,63 1 
Current portion of assets whose use is limited 13,622,540 14,2 12,862 
Patient receivables, less allowance for uncollectibles of $3 8,977,000 in 20 15 
and $33,21 1 ,000 in 2014 52,711,773 54,203,777 

Other current assets 16,964,6 10 11,197,682 
Total current assets 215,816,348 236,314,928 

Assets whose use is limited 33,860,000 32,520,000 
Long-term investments 1,774,697 2,0 10,535 
Other long-term assets 1,432,078 1,563,3 16 
Property and equipment, at cost, net of depreciation 289,352,804 269,408,695 

Total Assets $ 542,235,927 $ 541 ,81 7,474 

Liabilities and Net Assets 
Current liabilities 

Amounts due under line of credit $ 20,000,000 $ 13,000,000 
Accounts payable 18,281,064 15,02 1,896 
Accrued expenses 33,780,4 15 36,977,763 
Accrued payroll and vacation 23,015,918 20,16 1,771 
Current portion of long-term debt 3,505,000 3,370,000 
Current portion of accrued postretirement benefits other than pension 188,000 194,000 
Current portion of estimated pro fessional and general liabilities 10,290,000 8,030,000 
Deferred grant revenue 8,584,028 
Estimated retroactive net payable to third parties 7,780,000 17,550,000 

Total current liabilities 116,840,397 122,889,458 

Long-term debt, net o f current portion 84,235,053 88,525,459 
Accrued pension payable 55,651 ,807 67,73 1, 189 
Accrued postretirement benefits other than pension, net of current portion 3, 166,000 3,829,000 
Estimated professional and general liabilities, net of current portion 33,860,000 32,520,000 
Other liabilities 2,794,599 3,7 12,966 
Total liabilities 296,547,856 3 19,208,072 

Net assets 
Unrestricted 243,913,374 220,598,867 
Temporarily restricted 746,621 982,459 
Permanently restricted 1,028,076 1,028,076 

Total net assets 245,688,071 222,609,402 

Tota l Liabilities and Net Assets $ 542,235,927 $ 541 ,81 7,474 
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South Nassau Communities Hospital 

and Subsidiaries 

Unaudited 

Consolidated Statements of Activities 

For the Twelve Months Ended 

December 31,2014 December 31,2015 

Operating revenue: 

Net patient service revenue, net of contractual allowances and other 
discounts s 433,154,833 s 479,329,323 

Provision for bad debts {11 , 106,574} { 1 6,853,097~ 

Net patient service revenue, net of provision for uncompensated care 422,048,259 462,4 76,226 

Other revenue 14,686.379 10,332,782 

Total operating revenue 436,734,638 472,809,008 

Operating expenses: 

Nursing services 135,087,377 143,301,621 

Other professional services 11 9,040,608 124,688,5 12 
Hospital and Community based physician practices 23,863,928 36,210,746 
Facilities services 27,178,688 28,433,866 

Administrative and general services 40,840,956 45,891,719 
Employee benefits 43,267,366 52,519,727 
Insurance 11 ,7 11 ,298 11,20 1,885 
Interest Expense 2,879,992 3,539,033 
Provision for depreciation and amortization 24,862,849 26,877,055 
Total operating expenses 428,733,062 472,664,164 

Operating income ( loss) 8,00 1,576 144,844 

'on-opera ting ga ins (losses): 

Net interest/dividend income (loss) 1, 169, 136 3,645, 120 

Realized gains on investments 3,7 15,709 5,955, 186 

Unrealized gains on investments {I ,307 .606) { 13,694,363} 
Total investment income 3,577,239 (4,094,057) 

Unrestricted contributions, net of expense 642,570 99,905 

Loss related to storm (69,450) 

Insurance recoveries related to stonn 1,683,325 

Loss on Long Beach Medical Center transactions {778,90 I) 

Total non-operating gains (losses) 5,054,783 {3,994,152) 

Excess (deficiency) of revenue and gains over expenses 13 056,359 {3,849,308) 

Net assets released from restrictions for capital acquisitions 13,814,268 16,394,571 

Pension and other postretirement liability adjustments (52, 129,964) 10, 152,437 

Transfer from Related Entities 6 16,807 
Change in unrestricted net assets s (25,259,337) s 23,314,507 
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South Nassau Communities Hospita l 
and Subsidiaries 

Unaudited 
Consolidated Statements of Changes in Net Assets 

For the twelve months ended December 31 , 2015 and the year ended December 31 ,2014 

T~mporarily Restricted Perman~nlly 

nrestricted et Assets Restricted Total 
'et Assets Gtneral Ca~ilal Cam~aign Net Assets et Assets 

Balance, January I, 20 14 s 245,858,204 s 599 487 s s 1,028,076 s 247,485,767 
Excess of revenue over expenses 13,056,359 13,056,359 
Restricted contributions and bequests 348,839 569,263 918,102 
Net assets released from restrictions 13,814,268 (524,880) (10,250) 13,279,138 
Pension and other post retirement liability adjustmcn~ {52, 129,9642 {52, 129,9642 

Total changes in net assets {25.259,3372 { 176,04 12 559 013 {24,876,3652 
Balance, December 31 , 2014 220,598,867 423,446 559,0 13 1,028,076 222,609,402 

Deficiency of revenue over expenses (3,849,308) (3,849,308) 
Restricted contributions and bequests 381 ,458 810,932 1,192,390 
Net assets released from restrictions 16,394,571 (58,283) ( 1,369,945) 14,966,343 
Transfer from related entities 616,807 616,807 
Pension and other post retirement liability adjustmen~ 10,152,437 10 152 437 

Total changes in net assets 2\314,507 323,175 (559,0 132 23,078,669 
Balance, December 31 , 20 15 s 243,9 13,374 s 746 621 s s 1,028,076 s 245,688,071 
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South Nassau Communities Hospital 

a nd Subsid iaries 

Unaud ited 

Consolida ted S ta tements of Cash Flows 

Cash nows from operati ng activities 
Change in net assets 
Adjustments to reconcile changes in net assets to net cash provided by operating activities: 

Amortization of bond premium 
Amortization of deferred financing fees and bond discount 
Loss on disposal of assets 
Provision for depreciation and loss on disposal 
Net investment activity 
HEAL grant fund released, Capital 
Restricted contributions 
Changes in operating assets and liabilities. 

Accounts receivable 
Other assets (current and long-term) 
Accounts payable and accrued expenses 
Accrued payroll and vacation 
Accrued pension 
Asset retirement obligation 
Estimated retroactive net payable to third parties 
Estimated professional and general liabil ities 
Other liabilities 
HEA L grant funds , operations 
Accrued postretirement benefits other then pension 

Net cash provided by (used in) operating activities 

Cash nows from investing activities 
Purchases of property, plant and equipment 
Cash received on sale of equipment 
Transfers to Long Beach Medical Center 
Deposit in assets whose use is limited (DASNY loan) 
Net (deposits in) withdrawal from investments 
Withdrawal from (deposits in) contributions to long-term investments 
Net (deposits in) withdrawal from self insurance fund 
Withdrawal from (deposits in) the Series 200 1 & 2003 debt service funds (interest payable) 
Withdrawal from (deposits in) the Series 20 12 bond fund 
Deposits in Series 2012 bond fund 
Withdrawal from Series 2012 construction fund 
Withdrawal from (deposits in) the Series 2005 IDA bond funds 
Net cash (used in) provided by investing activities 

Cash n ows from financing acti\•ities 
Proceeds (repayment) on line of credit 
Payments on line of credit 
Proceeds from DASNY loan 
Payments on DASNY loan 
Principal payments on long-term debt 
Proceeds from HEAL Grant 
Restricted contributions 
Net cash used in financmg acuvities 

Net (decrease) increase in cash and cash equ ivalents 
Cash and cash equivalents, beginning of period 
Cash and cash equ1valents, end of period 

Supplemental disclosures 
Cash paid for interest 
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$ 

$ 
$ 

$ 

For the Twelve Months ended 

December 3 1, 2014 

(24,876,365) 

(8 15,064) 
136,200 
274,882 

24,587,967 
(3,577 ,235) 

( 13,0 12,385) 
(918, 102) 

( 1,851,096) 
1,306,604 
7,555,8 15 

124,127 
44,538, 144 

(124,489) 
(I ,51 0,000) 
2,830,000 
1,692,138 
(365,944) 

66,000 
36,061 , 197 

(56,094,862) 

5,035,725 
(4,500,000) 
(2,926,093) 

(382,972) 
(2,830,000) 

58 1,734 

11,437,434 
463 

( 49,678,57 1) 

13,000,000 
(2 1 ,000,000) 

4,500,000 
(6,000,000) 
(2,835,000) 
21,962,357 

9 18,102 
10,545,459 

(3,071 ,915) 
27,088,891 
24,016,976 

4,229, 175 

$ 

$ 
$ 

$ 

December 3 1, 2015 

23,078,669 

(785,406) 
131 ,238 
116,883 

26,760,172 
4,094,058 

(7,815,734) 
( I , 192,390) 

1,492,004 
(5,766,928) 

61,820 
2,854,147 

(12,079,382) 
(72,298) 

(9,770,000) 
3,600,000 
(846,069) 
(768,294) 
(669,000) 

22,423,490 

(46,828,430) 
7,266 

(45,500) 
235,838 

(4,311,564) 

7,426,300 
(7,358,900) 
2,782,922 

(48,092,068) 

7,000,000 

(3,370,000) 

1, 192,390 
4 822 390 

(20,846, 188) 
24,016,976 

3 170,788 

4,260,3 16 



South Nassau Communities Hospital and Subsidiaries 
Utilization Statistics and Payor Mix 

Utiliza tion 

Hospital 
Admissions 
Discharges 
Patient Days 
Average length of stay 
Percentage of Occupancy (based on available beds) 
Emergency Room Visits 

Clinic Visits 
Ambulatory Surgery Vis its 
Outpatient Visits 
Certified Beds 
Average Beds Available 
Medicare Case Mix Index 

Transitional Care Unit 
Admissions 

Discharges 
Patient Days 
Average length of stay 
Percentage of Occupancy (based on avai lable beds) 
Certified Beds 

Average Beds Avai lable 

Payor Mix 

For the Twelve Months Ended 

December 31 , 2014 

2 1,597 
21 ,64 1 

111,418 
5. 15 

85.27% 
66,303 
52, 125 
13,983 

212,859 
435 
358 
1.53 

61 
42 

670 
15.95 

64.42% 
20 
20 

December 31,2015 

22,116 
22, 118 

114,679 
5.18 

82.46% 
70,017 
58 ,498 
13,792 

206,728 
435 
381 
1.58 

524 
524 

6,449 
12.31 

88.34% 
20 
20 

Percent of Net Patient Service Revenue by Payor 

Medicare and Medicare Managed Care 
Medicaid and Medicaid Managed Care 
Blue Cross 
All Other Commercial/ Managed Care 
Self-Pay/ Other 
Total 

For the Twelve Months Ended 

December 31 , 2014 

9 

4 1.82% 
9.70% 

18.34% 
27.74% 

2.40% 
100.00% 

December 31,2015 

43.78% 
10.04% 
18.24% 
26.52% 

1.42% 
100.00% 



South Nassau Communities Hospital and Subsidia ries 
Consolidated Statements of Revenue and Expense 

For the Twelve Months Ended 

December 31, 2014 December 31, 2015 

Net patient service revenue 422,048,259 $ 462,476,226 
Other revenue 14,686,379 10,332,782 
Total operating revenue 436,734,638 472,809,008 

Operating Expenses before interest, 
depreciation, and amortization 400,990,22 1 442,248,076 

Excess of operating revenue over expenses 
before interest, depreciation and 35,744,4 17 30,560,932 
amortization 

Interest expense 2,879,992 3,539,033 
Provision for depreciation and amortization 24,862,849 26,877,055 
Operating income 8,001 ,576 144,844 

Non-operating gains: 
Net investment gain (loss) 3,577,239 (4,094,057) 
Unrestricted contributions and bequests 642,570 99,905 
Loss related to storm (69,450) 
Insurance recoveries related to storm I ,683,325 
Loss on Long Beach Medical Center transactions (778,90 12 
Excess (defi ciency) of revenue and gains over expenses 13,056,359 (3,849,308) 

Transfers from related party 6 16,807 
Net assets released from restriction for capital asset 
acquisitions 13,8 14,268 16,394,57 1 
Pension and postretirement liability adjustments ~52, 129,9642 10,152,437 
(Decrease) increase in unrestricted net assets $ ~25,259,3372 $ 23,3 14,507 

Detail of Opera ting Revenue (Items Included in "Other revenue") 

Investment income 
Other operating revenue 
Total other revenue 
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For the Twelve Months E nded 

December 31, 201 4 

$ 

$ 

3,863,070 
10,823,309 
14,686,379 

December 3 1,2015 

$ 
10,332,782 

$ 10,332,782 



South Nassau Communities Hospital 
For the twelve months ended December 31, 2014 and 2015 

Days Cash on Hand 

Cash and cash equivalents 
Investments 
Total cash and investments 

Total operating expenses 

Depreciation and amortization 
Adjusted operating expenses 

Days cash on hand 

Twelve Months Ended 
December 31, 2014 December 31, 2015 

$ 23,273,5 19 $ 2,439,05 1 
132,683,63 1 129,346,637 
155,957, ISO 131 ,785 ,688 

395,200,77 1 425,408,748 

23,374,944 25,351,099 
371 ,825,827 400,057,649 

153.1 120.2 

* In accordance with the terms of the Master Indenture, the Days Cash on Hand information presented above 
relates to South Nassau Communities Hospital only, and does not include any of its subsidiaries. 
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South Nassau Communities Hospital 
and Subsidiaries 

otes to Unaudited Consolidated Financial Statements 

1. Organization and Summary of S ignificant Accounting Policies 

Organization 

South Nassau Communities Hospital (the Hospital) is a not-for-profit acute care teaching 
hospital that provides inpatient, ambulatory, home health, restorative, preventive and emergency 
medical care to the community. 

The Hospital is the so le member of SN Services Corporation (SN Services). SN Services owns 
I 00% of the outstanding shares of outh Nassau Healthcare Services, Inc. (SN Healthcare). 

Winthrop University Hospital (Winthrop) and the Hospital are members of the Winthrop outh 
assau University Health System (the System). Winthrop South Nassau University Health 

System, Inc. (WSNUHS) is the so le member of the Hospital and Winthrop, and WSNUHS 
wholly owns Homecare Alliance, Inc. (inactive) and the W inthrop South Nassau Management 
Services Organization, Inc. (inactive) which, therefore, are related parties. 

Principles of Consolidation 

The unaudited accompanying consolidated financial statements include the accounts o f the 
Hospital and the fo llowing entities fo r which it is the sole member or controls through other 
means: S Healthcare ; South Nassau SN, LLC; South Nassau Neonatal Serv ices P.C. ; outh 

assau Physician Practice P.C.; Oceanside Counseling Center; S ervices; South assau 
Primary Medical Care P.C. ; South assau Onco logy P.C. ; SN Radiological Practice P.C. ; outh 
Nassau Cardiovascular P.C.; South Nassau Fami ly Medicine P.C.; South Nassau Medical Group 
P .C.; South Nassau Obstetrics and Gynecology P.C.; Radio logical Associates of Long Island 
P .C., South Nassau Oncology Practice P.C., South Nassau Physicians P.C., South Nassau 
Physician Group P.C., South Nassau Urology P.C. and 203 Merrick Road Holding Corp. All 
intercompany accounts and transactions have been eliminated in consolidation. 
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South Nassau Communities Hospital 
and Subsidiaries 

Notes to Unaudited Consolidated Financial Statements (continued) 

1. Organization and Summary of Significant Accounting Policies (continued) 

Investments and Investment Gains, Losses and Income 

Marketable securities are primarily invested in debt and equity securities and are carried at fair 
value (quoted market prices). Gains and losses on investments are reported as unrestricted, 
temporarily restricted or permanently restricted, where appropriate. The Hospital classifies 
marketable securities as trading securities. 

The Hospital and the Hospital' s retirement plan have invested in commodities, international, 
emerging markets and hedge funds. The direct investments in these funds are not readily 
marketable, however, individual investment holdings of the various funds include market-traded 
securities. The financial statements of the various funds are audited annually by independent 
auditors, although the timing for reporting the results of such audits does not coincide with the 
Hospital's annual consolidated financia l statement reporting. The Hospital's investments in these 
funds are reported based upon net asset values derived from the application of the equity method 
of accounting. The equity method reflects the Hospital ' s share of the net asset value ofthe funds . 
Investments held by the retirement plan are stated at fa ir value based upon, as a practi cal 
expedient, net asset values derived from the application of the equity method of accounting. 

General investment gains, if any, are reported in other revenue to the extent of interest expense. 
Self-insurance trust fund net investment gains, if any, are reported in other revenue to the extent 
there is malpractice insurance expense related to the Hospital. All other investment gains and 
losses are included in nonoperating gains and losses. 

Reclassifications 

For purposes of comparison, certain reclassifications have been made to the accompanying 20 14 
unaudi ted consolidated financial statements to conform to the 2015 presentation. These 
reclassifications have no effect on net assets previously reported. 
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South Nassau Communities Hospital 
and Subsidiaries 

Notes to Unaudited Consolidated Financial Statements (continued) 

1. Organization and Summary of Significant Accounting Policies (continued) 

Use of Estimates 

The preparation of the tmaudited consolidated financial statements in conformity with United 
States of America generally accepted accotmting principles requires management to make 
estimates and assumptions that affect the reported amounts of assets, including estimated 
uncollectibles for accounts receivable for services to patients, and liabilities, including estimated 
payables to third-party payors, estimated pension and postretirement benefits and professional 
malpractice insurance liabilities, at the date of the unaudited consolidated financi al statements. 
Estimates also affect the amounts of revenue and expenses reported during the period. There is at 
least a reasonable possibili ty that certain estimates will change by material amounts in the near 
term. Actual results could differ from those estimates. 

Tax Status 

The Hospital, SN Services, Oceanside Counseling Center, South Nassau Neonatal Services P.C., 
South Nassau Oncology P.C. , South Nassau Physician Practice P.C., South Nassau Primary 
Medical Care P.C., SN Radiological Practice P.C., South Nassau Cardiovascular P.C., South 
Nassau Family Medicine P.C., South Nassau Medical Group P.C., South Nassau Obstetrics and 
Gynecology P.C., Radiological Associates of Long Island P.C., South Nassau Oncology Practice 
P.C., South Nassau Physicians P.C., South Nassau Physician Group P.C., South Nassau Urology 
P.C. and 203 Merrick Road Holding Corp . are Section 50 l(c)(3) organizations exempt from 
income taxes under Internal Revenue Code Section 50 1 (a) and thei r income is generall y not 
subject to Federal or New York State income taxes. SN Healthcare and South Nassau SN, LLC 
are taxable entities. The effects of income taxes are not material to the unaudited consolidated 
financial statements. 

2. Contingencies 

Professional and general liability claims have been asserted against the Hospital by various 
claimants. The claims are in various stages of processing and some may ultimately be brought to 
trial. Counsel is unable to conclude as to the ultimate outcome of the actions. There are known 
incidents reported that may result in the assertion of additional claims, and other claims may be 
asserted arising from services provided to patients in the past. 
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South Nassau Communities Hospital 
and Subsidiaries 

Notes to Unaudited Consolidated Financial Statements (continued) 

3. Retirement Plans 

Effective January I, 2014, the Hospital established a defined contribution pension plan (the 
Plan). The Plan includes an employer basic contribution equal to a percentage of the participant' s 
compensation based on the participant's years of service and an employer matching contribution 
equal to I 00% of voluntary employee deferrals up to 2% of the participant's e ligible 
compensation. 

For the years ended December 31, 20 15 and 20 14, the Hospital contributed $9,3 85,443 and 
$8,176,288, respectively, to the Plan and has related pension expense of $9,665,785 and 
$8,530,69 1, respectively. 

Effective December 31, 201 3, the accrued benefit for all Plan participants was frozen. Under the 
terms of the Plan freeze, no compensation earned or service performed after December 31, 201 3 
shall be considered in determining a participant ' s accrued benefit, however, service performed 
after December 31, 2013 shall continue to be considered for vesting purposes under the Plan. 

For the years ended December 3 1, 201 5 and 201 4, the Hospital contributed $5,000,000 to the 
Defined Benefi t Retirement Plan and has related pension expense (income) of $2,740,000 and 
($1 ,587,000), respectively. 

4. Estimated Loss Related to Storm 

As a result of the storm that occurred in October 2012, the Hospital's outpatient dialys is center 
and various other locations were damaged. The property damage claims were final settled and 
the Hospital received $1,683,325 of insurance recoveries in June 20 14. Insurance recoveries of 
$2,000,000 and $1,500,000 have been received during the years ended December 31, 201 3 and 
2012, respectively, in relation to the damage. In June 2014, the Hospital received $1,972,340 for 
business interruption claims that were fil ed for lost revenues incurred in 201 3 and 20 12. Other 
storm-related costs were incurred; however, such amounts were not quantifi ed and are not 
recoverable through insurance. 
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South Nassau Communities Hospital 
and Subsidiaries 

Notes to Unaudited Consolidated Financial Statements (continued) 

5. Long Beach Medical Center 

The Hospital has been working to develop a health care service deli very model that will replace 
Long Beach Medical Center (LBMC), which was closed as a result of extensive damage 
sustained from Super Storm Sandy in October 201 2. On February 18, 20 14, the Hospital entered 
into an asset purchase agreement with LBMC and Long Beach Memorial Nursing Home 
(LBMNH) to acquire all or substantially all of their assets (the "Asset Purchase Agreement") for 
approximately $2 1,000,000. On February 19, 201 4, LBMC and LBMNH each fil ed voluntary 
petitions for relief under Chapter 11 of the United States Bankruptcy Code, and also fi led a 
motion seeking Bankruptcy Court approval of the sale, subject to higher or better offers. The 
closing of the sa le for certai n LBMC assets occurred on October 16, 20 14. However, the sale of 
LBMNH's assets was approved to a third party. In 2014, the Hospital entered into some 
temporary financing arrangements in connection with acquiring LBMC assets which were drawn 
on and repaid in 2014. 

In December 20 13, the Hospital received notification of a Health Care Efficiency and 
Affordabil ity Law for New Yorkers grant award in the amount of $2 1,962,357 (the HEAL 
Grant), to be used to ass ist the Hospital with the retirement of debt associated with outstanding 
bank leases and fund legal and other expenses incurred related to the LBMC transaction. The 
HEAL Grant was received in March 2014. $2 1 ,028,191 of the HEAL Grant was used to 
reimburse the Hospital for its having paid off its outstanding bank leases in that amount in 
December 2013. The remaining $934, 166 of the HEAL Grant was used to reimburse the 
Hospital for legal and other expense related to the LBMC transaction. 

In 2014, the Hospital recorded $13,3 78,329 of grants related to the purchase of LBMC, with 
$365,944 reported in operating income and $13,012,385 reported as an increase to temporarily 
restricted net assets. Amounts received for which the Hospital had not yet met the criteria set 
forth in the HEAL grant were recorded as deferred grant revenue in the accompanying 2014 
consolidated statement of financial position. In 20 15, the Hospital recorded $8,584,028 of grants 
related to the purchase of LBMC, reported as an increase to temporarily restri cted net assets, 
upon having met the necessary criteria. 

In January 20 15, the U.S. Department of Homeland Securi ty, Federal Emergency Management 
Agency (FEMA) approved (or "obligated" under FEMA regulations) a project worksheet fo r the 
Hospital 's capped FEMA Public Assistance program (PA Grants) of approximately 
$ 17 1,000,000 to allow for the Hospital to e ither demolish, repair or restore the LBMC fac ilities 
damaged by Super Storm Sandy, or implement an alternative procedure pilot project. 
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South Nassau Communities Hospital 
and Subsidiaries 

Notes to Unaudited Consolidated Financial Statements (continued) 

5. Long Beach Medical Center (continued) 

In August 20 15, the Hospital opened a free-standing emergency room in Long Beach. In 
November 20 15, the Hospital submitted a request fo r a progress payment to FEMA in the 
amount of $3 ,0 I 0,000. Such funds were received in January 2016. The Hospital is continuing to 
work on a health care needs assessment for the Long Beach and surrounding communities. 
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