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INDEPENDENT AUDITORS’ REPORT 

To the Audit and Compliance Committee of the Board of Trustees 
Henry Ford Health System 
Detroit, Michigan 

We have audited the accompanying consolidated financial statements of Henry Ford Health System and 
affiliates (the “System”), which comprise the consolidated balance sheets as of December 31, 2019 and 
2018, and the related consolidated statements of operations and changes in net assets and cash flows for 
the years then ended, and the related notes to the consolidated financial statements. 

Management’s Responsibility for the 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 the 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 and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. The financial statements of Health Alliance Plan 
of Michigan and Subsidiaries were not audited in accordance with Government Auditing Standards. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the consolidated financial statements are free from material misstatement. 

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

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

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of the System as of December 31, 2019 and 2018, and the 
results of its operations and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Other Matters 

Change in Accounting Principle  

As discussed in Note 1 to the consolidated financial statements, effective January 1, 2019, the System 
adopted Financial Accounting Standards Board Accounting Standards Update No. 2016-02, Leases 
(Topic 842), using the modified retrospective method.  

Other Information 

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements 
as a whole. The accompanying schedule of expenditures of federal awards as required by Title 2 U.S. 
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards, is presented for purposes of additional analysis 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 information has been subjected to the auditing procedures applied 
in the audit of the consolidated financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used 
to prepare the consolidated financial statements or to the consolidated financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated, in all material respects, in relation to 
the consolidated financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 13, 
2020, on our consideration of the System’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the System’s internal control over 
financial reporting and compliance. 

 

March 13, 2020, except for Note 17 and the Schedule of Expenditures of Federal Awards and related 
notes, as to which the date is September 30, 2020. 
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CONSOLIDATED BALANCE SHEETS

AS OF DECEMBER 31, 2019 AND 2018

(In thousands)

2019 2018

ASSETS:

CURRENT ASSETS:

  Cash and cash equivalents 611,863$         556,400$        

  Short‐term investments ‐                         1,141               

  Patient care receivables 429,900           391,083          

  Health care premium receivables 21,464             21,650            

  Due from third‐party payors 20,261             21,183            

  Other current assets 258,087           246,989          

  Current portion of assets limited as to use 108,546           46,654            

           Total current assets 1,450,121       1,285,100      

LONG‐TERM INVESTMENTS 1,223,054       689,783          

ASSETS LIMITED AS TO USE 835,077           893,206          

JOINT VENTURE INVESTMENTS 23,663             24,970            

INTANGIBLE AND OTHER ASSETS—Net  52,614             49,699            

GOODWILL—Net of accumulated amortization of

  $28,577 in 2019 and 2018 22,159             14,029            

RIGHT OF USE—OPERATING LEASE ASSETS 198,559           ‐                        

RIGHT OF USE—FINANCING LEASE ASSETS 45,103             ‐                        

PROPERTY, PLANT, AND EQUIPMENT—Net 1,607,201       1,499,475      

                                               
TOTAL ASSETS 5,457,551$     4,456,262$    

(Continued)  
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CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2019 AND 2018

(In thousands)

2019 2018

LIABILITIES AND NET ASSETS:

CURRENT LIABILITIES:

  Accounts payable 348,814$         259,482$        

  Due to third‐party payors 55,386             46,572            

  Medical claims liability 159,257           176,241          

  Other liabilities and accrued expenses 330,086           304,401          

  Current portion of long‐term obligations 17,622             17,128            

  Current portion of malpractice and general liability 36,506             32,602            

  Current portion of operating lease liabilities 26,370             ‐                        

  Current portion of financing lease liabilities 3,518                185                  

           Total current liabilities 977,559           836,611          

DEFERRED COMPENSATION, POSTRETIREMENT,

  AND OTHER LIABILITIES 430,928           397,724          

LONG‐TERM OBLIGATIONS 1,210,873       986,099          

MALPRACTICE AND GENERAL LIABILITY  103,664           97,752            

LONG‐TERM OPERATING LEASE LIABILITIES 183,617           ‐                        

LONG‐TERM FINANCING LEASE LIABILITIES 41,584             5,376               

           Total liabilities 2,948,225       2,323,562      

NET ASSETS:

  Without donor restrictions:

    Henry Ford Health System 2,229,422       1,882,921      

    Noncontrolling interests 3,317                3,427               

           Total net assets without donor restrictions 2,232,739       1,886,348      

  With donor restrictions 276,587           246,352          

           Total net assets 2,509,326       2,132,700      

TOTAL LIABILITIES AND NET ASSETS 5,457,551$     4,456,262$    

See notes to consolidated financial statements. (Concluded)  
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CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In thousands)

2019 2018

REVENUE WITHOUT DONOR RESTRICTIONS:

  Net patient service revenue 3,912,159$     3,581,749$    

  Health care premiums  1,938,804       1,931,140      

  Other revenue  436,364           386,834          

           Total revenue without donor restrictions 6,287,327       5,899,723      

EXPENSES:
  Salaries, wages, and employee benefits  2,727,072       2,508,657      
  Health care provider expense  1,117,808       1,084,295      
  Supplies  1,100,467       981,677          
  General and other administrative  399,877           398,847          
  Other contracted services  319,603           316,276          
  Depreciation and amortization  206,989           204,961          
  Repairs and maintenance  66,959             66,748            
  Plant operations  56,694             57,903            
  Rent and lease 58,775             52,449            
  Malpractice  59,332             44,748            

  Interest expense  34,977             31,693            

           Total expenses 6,148,553       5,748,254      

OPERATING INCOME 138,774           151,469          

NONOPERATING ITEMS:
  Investment return, net 215,821           (45,909)           

  Other components of net periodic pension cost (92)                    (18,737)           

           Total nonoperating items 215,729           (64,646)           

EXCESS OF REVENUE OVER EXPENSES 354,503           86,823            

LESS EXCESS OF REVENUE OVER EXPENSES

  ATTRIBUTABLE TO NONCONTROLLING INTERESTS  1,973                1,957               

EXCESS OF REVENUE OVER EXPENSES
  ATTRIBUTABLE TO HENRY FORD HEALTH SYSTEM  352,530$         84,866$          

(Continued)  
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CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

(In thousands)

2019 2018

NET ASSETS WITHOUT DONOR RESTRICTIONS:

  Excess of revenue over expenses from consolidated operations 354,503 $        86,823 $         

  Net assets released from restrictions for capital 16,305             9,545               

  Distributions to noncontrolling interests (2,083)              (1,861)             

  Pension and other postretirement net adjustments (7,373)              12,218            

  Purchase price adjustment to noncontrolling interest (Note 1) (14,961)            (9,030)             

           Increase in net assets without donor restrictions 346,391           97,695            

NET ASSETS WITH DONOR RESTRICTIONS:

  Return on restricted investments, net 32,781             (11,408)           

  Contributions and other 86,018             58,079            

  Net assets released from restrictions for operations (72,259)            (45,515)           

  Net assets released from restrictions for capital (16,305)            (9,545)             

           Increase (decrease) in net assets with donor restrictions 30,235             (8,389)             

TOTAL INCREASE IN NET ASSETS 376,626           89,306            

TOTAL NET ASSETS—Beginning of year 2,132,700       2,043,394      

TOTAL NET ASSETS—End of year 2,509,326$     2,132,700$    

See notes to consolidated financial statements. (Concluded)  
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CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In thousands)

2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES:

  Increase in net assets 376,626$      89,306$       

  Adjustments to reconcile increase in net assets to net cash

    provided by operating activities:

      Depreciation and amortization 206,989        204,961       

      Pension and other postretirement net adjustments 7,373             (12,218)        

      Amortization of bond premium and deferred debt issue costs (5,283)           (4,965)          

      Loss on sale or disposal of assets 8,086             957                

      Return on restricted investments (32,781)         11,408          

      Restricted contributions and grants (86,018)         (58,079)        

      Net realized and unrealized (gains) losses on investments (223,718)       94,957          

      Distributions to noncontrolling interests 2,083             1,861            

      Purchase price adjustment to noncontrolling interest 14,961           9,030            

      Proceeds from dissolution of trusts ‐                      (6,532)          

  Change in assets and liabilities:

    Patient and health care premium receivables (34,361)         (36,322)        

    Other current assets (11,026)         (29,651)        

    Assets limited as to use 25,714           4,483            

    Joint venture investments 1,307             (3,895)          

    Other assets (2,705)           (5,966)          

    Accounts payable 95,551           (10,724)        

    Other liabilities 37,193           (34,510)        

    Due to/from third‐party payors 9,736             43,681          

    Medical claims liability (21,137)         (20,883)        

    Malpractice and general liability 9,816             8,840            

           Net cash provided by operating activities 378,406        245,739       

CASH FLOWS FROM INVESTING ACTIVITIES:

    Additions to property (317,442)       (263,620)      

    Proceeds from the sale or maturity of securities 470,571        912,363       

    Purchases of securities (719,753)       (1,147,714)  

    Acquisition of THPM, net of cash received (13,516)         ‐                     

           Net cash used in investing activities (580,140)       (498,971)      

(Continued)  
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CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(In thousands)

2019 2018

CASH FLOWS FROM FINANCING ACTIVITIES:

    Proceeds from long‐term obligations 195,244$    1,385$         

    Payments of long‐term obligations (17,147)       (17,381)        

    Payment of financing costs (2,304)         ‐                     

    Payments of finance lease liabilities (2,756)         (248)              

    Distributions to noncontrolling interests (2,083)         (1,861)          

    Payments to acquire noncontrolling interest (32,556)       ‐                     

    Return on restricted investments 32,781         (11,408)        

    Restricted contributions and grants 86,018         58,079         

    Proceeds from dissolution of trust ‐                    6,532            

           Net cash provided by financing activities 257,197      35,098         

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 55,463         (218,134)     

                                       

CASH AND CASH EQUIVALENTS—Beginning of year 556,400      774,534       

CASH AND CASH EQUIVALENTS—End of year 611,863$    556,400$     

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

  Cash paid during the year for interest, including amounts capitalized

    of $5,798 and $3,870 in 2019 and 2018, respectively 45,362$      41,811$       

  Amounts accrued in property, plant, and equipment—net 19,679$      13,333$       

  Unsettled investment trades 482$            359$             

  Unsettled investment purchases 570$            3,391$         

  Cash paid for taxes 8,493$         3,308$         

See notes to consolidated financial statements. (Concluded)  
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 
(Dollars in thousands) 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Organization 
Henry Ford Health System (the “Corporation”) and its affiliates (collectively, the “System”) constitute 
a comprehensive health care system offering health care to the people of southeastern and south‐
central Michigan.  The  System provides medical,  surgical,  psychiatric,  and  rehabilitative  services  in 
inpatient  and  outpatient  settings;  conducts  research  activities;  and  engages  in  the  education  and 
training of residents, nurses, and allied health professionals. The System includes one of the nation’s 
largest employed physician group practices. A significant portion of the System’s revenues are derived 
through its health maintenance organization (HMO) and its subsidiaries. 

The Corporation is a Michigan not‐for‐profit corporation with several subsidiary corporations, the most 
significant of which are Henry Ford Wyandotte Hospital (“Wyandotte”), Henry Ford Macomb Hospital 
Corporation (“Macomb”), Henry Ford Allegiance Health Group (AHG), Health Alliance Plan of Michigan 
(HAP), Henry  Ford Health  System  Foundation  (“Foundation”),  and Onika  Insurance  Company,  Ltd. 
(“Onika”). 

Several  subsidiaries  also  hold  interests  in  other  corporations.  Amongst  these  are  AHG’s  sole 
membership interest in W. A. Foote Memorial Hospital d.b.a. Henry Ford Allegiance Health (“Allegiance 
Health”), and HAP’s holding in Administration Systems Research Corporation (ASR). 

Joint venture  interests  include Foote Health Center Associates  (62% ownership), Northwest Detroit 
Dialysis Centers (56.25% ownership), and Macomb Regional Dialysis Centers, L.L.C. (60% ownership), 
which are consolidated. 

In connection with HAP’s acquisition of ASR, ASR entered into an employment and stock transfer and 
redemption  agreement with  a  33%  noncontrolling  interest  (NCI)  holder.  In  2016,  the  NCI  holder 
exercised his right under this agreement requiring ASR to purchase his interests in ASR. In 2019, HAP 
reached agreement with the NCI holder regarding the value of his interest. The final agreed‐upon value 
of the interest has been paid to the NCI holder with the exception of $828, which  is expected to be 
paid in 2020. 

On  September  13,  2019,  HAP  finalized  its  acquisition  of  100%  ownership  in  Trusted  Health  Plan 
Michigan, Inc. (THPM) at an acquisition cost of $22,500, which was paid in cash. The results of THPM 
have been included in the consolidated financial statements since the acquisition date. THPM is a 9,000 
member Medicaid  plan  based  in Detroit. As  a  result of  the  acquisition,  the  System will  reenter  a 
Michigan Medicaid HMO service area that includes Wayne, Oakland, and Macomb counties. The fair 
value of the assets acquired exceeded the liabilities assumed resulting in goodwill of $8,130, which was 
recorded during the year ended December 31, 2019. 
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The fair value of identifiable assets acquired and liabilities assumed are preliminary as HAP is still in the 
process of finalizing third‐party valuations of certain tangible and intangible assets and is still assessing 
the economic characteristics of certain assets acquired and liabilities assumed. 

Summarized consolidated opening balance sheet  information for THPM as of the acquisition date  is 
shown below: 

Cash and cash equivalents 8,984$       Accounts payable 5,030$      

Health care premium receivables 4,270         Medical claims liability 4,153        

Other current assets 72              

Assets limited as to use 1,000        

Intangible and other assets 9,120        

Goodwill 8,130        

Property, plant, and equipment 107                                

Total assets acquired 31,683$    Total liabilities assumed 9,183$        

The acquired intangible asset of $9,120 is a Medicaid contract that will be amortized over its remaining 
useful life of 13 years. 

The  operating  results  of  THPM  for  the  period  September 13,  2019,  through  December 31,  2019, 
included total revenue without donor restrictions of $8,956, all of which is health care premiums, and 
a deficiency of revenue over expenses of $702. 

Basis of Presentation 
The  consolidated  financial  statements  include  the  accounts  of  the  System members  as  described 
above. The accounting and reporting policies of the System conform to accounting principles generally 
accepted in the United States of America (GAAP). All intercompany transactions have been eliminated. 
The  preparation  of  the  consolidated  financial  statements  in  conformity with  GAAP  requires  that 
management make estimates and assumptions that affect the reported amounts. Actual results could 
differ from those estimates. 

Operating and Nonoperating Activities 
The System’s mission is to improve people’s lives through excellence in the science and art of health 
care and healing. The System provides a broad range of general and specialized health care services, 
including inpatient acute care, outpatient services,  long‐term care, and other health care services in 
pursuit  of  this  mission.  Activities  directly  associated  with  the  furtherance  of  this  purpose  are 
considered  to be operating activities. Other activities  that are not  central  to  the System’s primary 
mission, including investment return, net are considered to be nonoperating. 

Reclassifications 
Certain  amounts  in  prior  periods’  financial  statements  have  been  reclassified  to  conform  to  the 
current‐year presentation. In the System’s consolidated statement of operations and changes in net 
assets for the period ended December 31, 2018, $45,909 of investment losses were reclassified from 
the operating income section to investment return, net within the nonoperating section. (Refer to Note 
4).   
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Net Patient Service Revenue and Patient Care Receivables 
Net patient service revenue  is reported at  the amount  that reflects  the consideration  to which the 
System expects to be entitled in exchange for providing patient care. These amounts are primarily due 
from  patients  and  third‐party  payors,  and  include  variable  consideration  for  retroactive  revenue 
adjustments due  to a  subsequent audit or  review process. Revenue  is  recognized as performance 
obligations are satisfied. 

Performance obligations are determined based on the nature of the services provided by the System. 
Generally, performance obligations satisfied over time relate to patients receiving inpatient services. 
The  System measures  the  performance  obligation  from  the  point  of  hospital  admission  through 
discharge. Revenue for performance obligations satisfied at a point in time is recognized when goods 
or services are provided, and the System does not believe it is required to provide additional goods or 
services  to  the  patient.  Generally,  performance  obligations  satisfied  at  a  point  in  time  relate  to 
outpatient services and pharmacy revenue. 

Because the System’s performance obligations relate to contracts with a duration of less than one year, 
it has elected to apply the optional exemption provided in Financial Accounting Standards Board (FASB) 
Accounting Standards Codification  (ASC) 606‐10‐50‐14(a), Revenue  from Contracts with Customers, 
and, therefore, is not required to disclose the aggregate amount of the transaction price allocated to 
performance obligations that are unsatisfied or partially unsatisfied at the end of the reporting period. 
These unsatisfied or partially unsatisfied performance obligations are primarily  related  to  inpatient 
services and  the  related contracts are generally completed upon discharge, which generally occurs 
shortly after the end of the reporting period. 

The System determines the transaction price based on contractual terms for all services covered by 
insurance or in accordance with the System’s policies with regards to uninsured patients. The System 
determines its estimate of implicit price concessions based on its historical collection experience with 
each  class  of  patients  using  a  portfolio  approach  as  a  practical  expedient  to  account  for  patient 
contracts  as  a  collective  group  rather  than  individually.  The  effects  on  the  consolidated  financial 
statements of using this practical expedient are not materially different from an  individual contract 
approach. 

Reimbursement from Third‐Party Payors 
Reimbursement from most payors  for  inpatient and outpatient services vary according to a patient 
classification system that is based on clinical, diagnostic, and other factors. Revenues under traditional 
Medicare and Medicaid programs, as well as Blue Cross, are based primarily on prospective payment 
systems.  For  Medicare,  retrospectively  determined  non‐claims  based  revenues,  such  as  indirect 
medical  education,  direct  graduate medical  education,  disproportionate  share  hospital  payments, 
allied  health  education  payments,  organ  acquisition,  and  bad  debt  expense  reimbursement,  are 
estimated using historical trends and current factors. These revenues are reported on Medicare cost 
reports, which are subject to audit by Medicare auditors and administrative and judicial review, prior 
to final settlement. These settlements can take several years to resolve. Because the laws, regulations, 
instructions, and  rule  interpretations governing Medicare  reimbursement are  complex and  change 
frequently, the estimates recorded could change in subsequent periods. Medicaid revenues have the 
potential to be reduced based on an upper payment limit calculated through the Medicaid cost report, 
which is subject to review and adjustment by Medicaid auditors. Blue Cross revenues are also subject 
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to a final settlement, where auditors reprice claims based on settlement rates. These represent the 
major payors included in patient care receivables at December 31, 2019 and 2018. Revenues associated 
with health care services provided by the System to members of its HMO are included in health care 
premiums in the consolidated statements of operations and changes in net assets. 

Settlements with third‐party payors for retroactive adjustments are considered variable consideration 
and are  included  in the determination of the estimated transaction price for providing patient care. 
These  settlements  are  estimated  based  on  the  terms  of  the  payment  agreement with  the  payor, 
correspondence  from  the  payor,  and  the  System’s  historical  settlement  activity,  including  an 
assessment to ensure that it is probable that a significant reversal in the amount of cumulative revenue 
recognized  will  not  occur  when  the  uncertainty  associated  with  the  retroactive  adjustment  is 
subsequently  resolved.  Estimated  settlements  are  adjusted  in  future  periods  as  new  information 
becomes available or as years are settled. 

Generally,  patients  covered  by  third‐party  payors  are  responsible  for  related  deductibles  and 
coinsurance, which vary in amount. The System estimates the transaction price for these patients and 
from those who are uninsured based on historical experience and current market conditions. The initial 
estimate of the transaction price  is determined by reducing the standard charge by any contractual 
adjustments, discounts, and  implicit price concessions. Subsequent changes  to  the estimate of  the 
transaction price are generally recorded as adjustments to patient service revenue in the period of the 
change. Subsequent changes that are determined to be the result of an adverse change in the patient’s 
ability to pay are recorded as bad debt expense. Bad debt expense for the years ended December 31, 
2019 and 2018, was not material to the consolidated financial statements. 

Patient Financial Assistance 
The System administers a patient financial assistance policy designed to provide financial assistance 
for uninsured patients as well as for  insured patients with  limited resources. For uninsured patients 
who meet the qualifications stipulated in the System’s patient financial assistance policy, emergency 
and other medically necessary inpatient and outpatient services are provided at no cost. For uninsured 
patients who do not qualify for financial assistance, the System offers a discounted rate that does not 
exceed 115% of Medicare payment rates. Insured patients with limited financial resources may qualify 
for a discount on self‐pay balances. 

Health Care Premiums 
Premiums received in advance of the respective period of coverage are recognized as revenue ratably 
over the period of coverage. HAP has significant customer‐base concentrations in companies that are 
part of the automotive manufacturing industry and with Medicare beneficiaries. 

Contributions 
Contributions without donor restrictions are  included  in the consolidated statements of operations 
and changes  in net assets as other revenue when received. Gifts of cash and other assets  that are 
received  with  donor  stipulations  are  included  in  the  consolidated  statements  of  operations  and 
changes in net assets as contributions and other. Once the restrictions are satisfied, they are included 
in the consolidated statements of operations and changes in net assets as other revenue or net assets 
released from restrictions for capital. 
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Other Revenue 
Other revenue includes assets released from restrictions, income from grants, income from contract 
pharmacy arrangements, administrative fees earned from HAP self‐insured products, net returns on 
malpractice and deferred compensation investments, joint venture income, gains and losses on sales 
of assets, gift shop, and cafeteria sales, parking garage fees, and other miscellaneous sources. 

Performance Indicator 
The consolidated statements of operations and changes  in net assets  include the excess of revenue 
over expenses from consolidated operations. Changes in net assets without donor restrictions, which 
are excluded from the excess of revenue over expenses from consolidated operations, consistent with 
industry practice, include net assets released from restrictions for capital, distributions to NCIs, pension 
and other postretirement net adjustments, and purchase price adjustment to NCI. 

Net Asset Classifications 
Net assets without donor restrictions—Net assets that are not subject to donor‐imposed restrictions. 
These net assets may be used at the discretion of the System’s management and the board of directors. 
See Note 5  for  information  about  the  amounts  and purposes of board designations of net  assets 
without donor restrictions. 

Net assets with donor restrictions—Net assets subject to stipulations imposed by donors and grantors. 
Some donor restrictions are temporary in nature with restrictions which will be met by the actions of 
the System or by the passage of time. Other donor restrictions are perpetual in nature and the donor 
has stipulated the funds be maintained by the System in perpetuity. 

Donor‐restricted contributions are reported as increases in net assets with donor restrictions. When a 
restriction expires, net assets are  reclassified  from net assets with donor  restrictions  to net assets 
without donor restrictions in the consolidated statements of operations and changes in net assets as 
other revenue or net assets released from restrictions for capital. 

Cash and Cash Equivalents 
Cash  and  cash  equivalents  consist  of  cash  and  liquid  short‐term  investments  (e.g., money market 
funds) with an original maturity of 90 days or  less. Cash equivalents are stated at  fair value, which 
approximates cost. 

Short‐Term Investments 
Short‐term investments consist primarily of fixed‐income instruments with original maturities greater 
than  90 days  and  less  than  one  year.  Short‐term  investments  are  stated  at  fair  value,  which 
approximates cost. 

Other Current Assets 
Other current assets consist primarily of inventories, which are stated at the lower of cost (first‐in, first‐
out) or market, prepaid expenses, and miscellaneous receivables. 
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Assets Limited as to Use 
Assets limited as to use are reported at their estimated fair value and include: 

 Resources for which the board of directors of the System has designated specific future uses. 

 Funds with donor restrictions that arise through specific contributions to the System. 

 Funds held by trustee. 

 Funds held to satisfy statutory reserve requirements. 

The dollar amount of these assets to be used to satisfy current liabilities has been classified as a current 
asset. 

Investments and Investment Return, net 
Investments,  inclusive  of  invested  assets  limited  as  to  use,  include marketable  debt  and  equity 
securities.  Investments  in  debt  and  equity  securities  with  readily  determinable  fair  values  are 
measured at fair value  in the consolidated balance sheets. Hedge funds, commingled funds, private 
markets, and other investments structured as limited liability corporations and partnerships are valued 
at  net  asset  value  (NAV),  as  a  practical  expedient,  which  is  calculated  using  the  most  recent 
consolidated financial statements. The System has classified all debt securities as trading. 

Investment  return, net  includes  interest, dividends,  realized gains and  losses, unrealized gains and 
losses, and expenses related to the management of the investments. Realized gains and losses on sales 
of  investments as well as unrealized gains and  losses are calculated using the specific‐identification 
method and are included in investment return, net or return on restricted investments, net. 

Investment Risks 
Investment securities are subject to various risks, such as interest rate, market, and credit. Due to the 
level  of  risk  associated with  certain  investment  securities  and  the  level  of  uncertainty  related  to 
changes in the value of investment securities, it is at least reasonably possible that changes in values 
in  the  near  term  could materially  affect  the  amounts  reported  in  the  accompanying  consolidated 
financial statements. 

Fair Value of Financial Instruments 
Fair value of financial instruments has been determined using available information and appropriate 
valuation methodologies. The fair value of assets is based on quoted market prices, dealer quotes, and 
prices obtained from independent sources. The fair value of liabilities is based on a discounted cash 
flows analysis, using interest rates currently available for the issuance of debt with similar terms and 
remaining maturities.  Considerable  judgment  is  required  in  certain  circumstances  to  develop  the 
estimates of fair value, and they may not be indicative of the amounts, which could be realized in a 
current market exchange. 
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Intangible and Other Assets 
Intangible and other assets as of December 31, 2019 and 2018, consisted of the following: 

Carrying Accumulated Net Book Useful

Amount Amortization Value Life (Years)

December 31, 2019

Definite‐lived intangible assets:

  Customer relationships 15,660$   8,285$     7,375$     8–22

  Provider relations 22,164     6,394        15,770     10–25

  Medicaid contract 9,120        ‐                 9,120        13

Reinsurance escrow 15,007     ‐                 15,007    

Other 7,945        2,603        5,342       

Total 69,896$   17,282$   52,614$  

December 31, 2018

Definite‐lived intangible assets:

  Customer relationships 15,660$   6,679$     8,981$     8–22

  Provider relations 22,164     5,255        16,909     10–25

Reinsurance escrow 19,361     ‐                 19,361    

Other 6,966        2,518        4,448       

Total 64,151$   14,452$   49,699$    

Amortization expense on intangible assets was $2,830 and $3,077 for the years ended December 31, 
2019 and 2018, respectively. 

Estimated amortization expense on intangible assets for the next five years is as follows: 

Years Ending December 31:

2020 3,692$    
2021 3,272      
2022 3,062      
2023 3,062      
2024 1,813        
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Goodwill 
The System evaluates goodwill for impairment as of September 30 of each year, unless conditions arise 
that  would  require  a  more  frequent  evaluation.  In  assessing  the  recoverability  of  goodwill, 
management performs a qualitative or quantitative assessment to test for impairment annually. If it is 
determined, based on qualitative factors, that a quantitative  impairment test  is required, estimated 
future cash flows, and other factors are made to determine the fair value of the respective reporting 
unit.  If these estimates or related projections change  in the  future, the System may be required to 
record impairment charges for goodwill at that time. Impairments, if any, are charged to earnings. 

Information on changes in the carrying amounts of goodwill as of December 31, 2019 and 2018, is as 
follows: 

2019 2018

As of January 1:
  Goodwill 45,451$    45,451$   
  Accumulated impairment loss (31,422)     (31,422)    

           Total 14,029       14,029      
  Goodwill acquired 8,130         ‐                 

           Total 22,159$    14,029$     

Impairment 
The System periodically, or when a triggering event occurs, evaluates the carrying value of  its  long‐
lived assets for impairment. This evaluation is based principally on the projected, undiscounted cash 
flows generated by the related assets. 

Property, Plant, and Equipment 
Property, plant, and equipment, which includes capitalized internal‐use software, is recorded at cost 
or fair value at the date of acquisition. Depreciation is recorded on the straight‐line method over the 
estimated useful lives of the assets. Estimated useful lives used in computing depreciation are generally 
10 years  for  land  improvements, 15  to 40 years  for buildings and building  improvements, and 3  to 
15 years for equipment. 

Expenditures for maintenance and repairs are recognized in operating results, unless they extend the 
useful  life  of  the  related  asset.  Costs  incurred  that  extend  the  useful  lives  are  capitalized  and 
depreciated. 

Medical Claims Liability 
Medical  claims  liability  consists of unpaid medical  claims  and other obligations  resulting  from  the 
provision of health care services. It includes claims reported as of the consolidated balance sheets date 
and estimates, based upon historical claims experience, for claims incurred, but not reported (IBNR). 
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Management  estimates  the  amount  of  the  IBNR  using  standard  actuarial  developmental 
methodologies based upon, but not  limited  to, historical payment  information and  trends, denied 
claim activity, expected medical cost inflation, seasonality patterns, and changes in membership. This 
estimate  includes  a  provision  for  potential  adverse  deviation,  which  considers  multiple  factors, 
including known environmental and economic factors, changes in current payment patterns, potential 
high‐cost cases, and the impact of new technology or pharmaceuticals on cost. 

Management’s IBNR best estimate is made on an accrual basis and adjusted in future periods based 
upon  actual  payment  patterns  and  any  changes  in  estimation  factors.  The  reserve  is  adjusted  as 
additional  information  becomes  known  and  the  current  period  includes  adjustments  related  to 
prior‐period estimates. The majority of the IBNR reserve balance held at the end of a reporting period 
is associated with the most recent months’ incurred services, most of which have not been paid. 

The IBNR estimation methodology has been consistently applied from period to period and there were 
no material changes in the amount of these reserves, or as a percent of reserve for claims and other 
settlements, between December 31, 2019 and 2018. Given the inherent variability of such estimates, 
the actual liability could differ significantly from the amounts estimated. 

Deferred Compensation 
Certain employees of the System participate in deferred compensation plans. The System has chosen 
to fund this liability using mutual funds and annuity or insurance contracts solely owned by the System. 
These  assets  are  subject  to  the  claims  of  the  System’s  general  creditors.  Earnings  related  to  the 
deferred compensation assets, including unrealized appreciation or depreciation, are included in other 
revenue  and  changes  in  the  corresponding  liability  are  included  in  salaries, wages,  and  employee 
benefits in the consolidated statements of operations and changes in net assets. The asset and liability 
are recorded at fair market value. The System recorded a charge (reduction) to salaries, wages, and 
employee benefits expense of $25,644 and $(8,048) during the years ended December 31, 2019 and 
2018, respectively, related to the return on the deferred compensation assets. 

Tax Status 
The System, except  for HAP, ASR, and Onika, consists of entities described under  Internal Revenue 
Service (IRS) Code Section 501(c)(3) and, as such, are exempt from federal income taxes under IRS Code 
Section 501(a) and do not have private foundation status under IRS Code Sections 509(a)(1), 509(a)(2), 
or 509(a)(3). HAP is an entity described under IRS Code Section 501(c)(4) and, as such, is exempt from 
federal  income taxes. ASR  is a taxable entity. The System’s wholly owned  insurance captive, Onika, 
operates in the Cayman Islands and is currently not subject to income taxes. The System does not have 
any material uncertain tax positions as of December 31, 2019 and 2018. 

Adoption of New Accounting Standards 
FASB Accounting Standards Update (ASU) No. 2018‐08 (issued June 2018), Not‐for‐Profit Entities (Topic 
958) – Adopted effective January 1, 2019, on a modified prospective basis without a material impact 
on  the  System’s  consolidated  financial  statements.  Designed  to  clarify  the  scope  and  accounting 
guidance for contributions received and contributions made, this update clarifies and improves current 
guidance about whether a transfer of assets is a contribution or an exchange transaction and provides 
additional guidance about how to determine whether a contribution is conditional. 
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FASB ASU No. 2016‐02 (issued February 2016), Leases (Topic 842)—Adopted effective January 1, 2019, 
using the modified retrospective method. This guidance requires lessees to recognize a lease liability 
and a right‐of‐use  (ROU) asset  for all  leases, with the exception of short‐term  leases with  terms of 
12 months  or  less.  Under  the  modified  retrospective  method,  the  System’s  reporting  for  the 
comparative periods in the consolidated financial statements has not been restated and will continue 
to be  reported  in accordance with ASC Topic 840,  Leases. No  cumulative effect adjustments were 
required. 

As permitted by ASU No. 2016‐02, the System elected to apply  the package of practical expedients 
allowing the System to not reassess (1) whether any expired or existing contracts are or contain leases, 
(2) the lease classification for any expired or existing leases, or (3) initial direct costs for any expired or 
existing leases. The System did not elect to apply the hindsight practical expedient which would have 
allowed the System to use hindsight when determining the  lease term (i.e., evaluating the System’s 
option to renew or terminate the lease or to purchase the underlying asset) and assess impairment of 
expired or existing leases. The System also elected to apply the short‐term lease exception; therefore, 
the  System will  not  record  a ROU  asset  or  corresponding  lease  liability  for  leases with  a  term  of 
12 months or less and instead will recognize a single lease cost allocated over the lease term, generally 
on a straight‐line basis. The System elected the practical expedient to not separate lease components 
from nonlease  components  and  instead  account  for both  as  a  single  lease  component  except  for 
equipment agreements that contain a significant supplies component. 

The  System  recorded  approximately  $202,000  and  $209,000  of  operating  lease  ROU  assets  and 
liabilities, respectively, and approximately $7,600 of financing ROU assets and liabilities on January 1, 
2019 upon adoption of this guidance. 

FASB  ASU  No. 2017‐07  (issued  March  2017),  Compensation—Retirement  Benefits  (Topic 715): 
Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost—
Adopted effective January 1, 2019, using the practical expedient that permits an employer to use the 
amounts disclosed in its pension and other postretirement benefit plan note for the prior comparative 
periods as  the estimation basis  for applying  the retrospective presentation requirements. This ASU 
requires the service cost component of net periodic benefit cost related to defined benefit pension 
and  postretirement  benefit  plans  to  be  reported  in  the  same  financial  statement  line  as  other 
compensation costs arising from services rendered during the period. The other components of net 
periodic  benefit  cost  are  required  to  be  presented  separately  from  service  costs  and  outside  of 
operating income in the consolidated statements of operations. Only the service cost component of 
net periodic benefit cost will be eligible for capitalization in assets. As a result of adoption of FASB ASU 
No. 2017‐07, $18,737 for all components of net periodic benefit cost, except the service cost, for the 
System’s pension and other postretirement benefit plans for the year ended December 31, 2018, has 
been reclassified from salaries, wages, and employee benefits to other components of net periodic 
pension  cost  within  the  nonoperating  section  of  the  consolidated  statements  of  operations  and 
changes in net assets. 

FASB ASU No. 2016‐18 (issued February 2016), Restricted Cash—Adopted effective January 1, 2019, 
without material impact on the System’s consolidated financial statements. This ASU adds and clarifies 
guidance  in the presentation of changes  in restricted cash  in the statement of cash  flows requiring 
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restricted cash to be included with cash and cash equivalents in the consolidated statements of cash 
flows. 

FASB  ASU  No. 2016‐15  (issued  February  2016),  Classification  of  Certain  Cash  Receipts  and  Cash 
Payments  —Adopted  effective  January  1,  2019,  without  a  material  impact  on  the  System’s 
consolidated  financial  statements.  This  guidance  adds or  clarifies  guidance on  the  classification of 
certain cash receipts and payments in the consolidated statements of cash flows. 

Forthcoming Accounting Standards 
FASB ASU No. 2018‐14  (Issued August 2018), Compensation—Retirement Benefits—Defined Benefit 
Plans—General  (Subtopic 715‐20)—Disclosure Framework—Changes to the Disclosure Requirements 
for Defined Benefit Plans—This amends ASC 715, Compensation Retirement—Benefits and updates 
disclosure requirements to reflect most relevant information and applies to all employers that sponsor 
defined benefit pension or other postretirement plans. This guidance  is effective for the System for 
annual periods ending after December 15, 2021. The adoption of this guidance is limited to the annual 
disclosures  and  is  not  expected  to  have  a material  impact  on  the  System’s  consolidated  financial 
statements at December 31, 2021. 

FASB  ASU  No. 2018‐13  (issued  July  2018),  Fair  Value  Measurement  (Topic  820)—Disclosure 
Framework—Changes  to  the  Disclosure  Requirements  for  Fair  Value Measurement—Designed  to 
improve  the  effectiveness  of  fair  value  measurement  disclosures,  this  update  modifies  existing 
disclosure requirements on fair value measurements. Current guidance is reflected in Topic 820, Fair 
Value Measurement, based on the concepts in FASB Concepts Statement, Conceptual Framework for 
Financial Reporting—Chapter 8: Notes to Financial Statements, including the consideration of costs and 
benefits. This guidance  is effective  for  the System  for annual periods beginning after December 15, 
2019. The adoption of this guidance is limited to the annual disclosures and is not expected to have a 
material impact on the System’s consolidated financial statements at December 31, 2020. 

FASB  ASU  No. 2016‐13  (issued  June  2016),  Financial  Instruments—Credit  Losses  (Topic  326)—
Measurement  of  Credit  Losses  on  Financial  Instruments—Introduced  a  new model  for  recognizing 
credit  losses  on  financial  instruments  based  on  an  estimate of  the  current  expected  credit  losses 
(CECL). The new CECL model generally calls for the immediate recognition of all expected credit losses 
and applies to financial instruments and other assets. This guidance replaces the current incurred loss 
model  for measuring  expected  credit  losses,  requires  expected  losses  on  available‐for‐sale  debt 
securities  to be  recognized  through an allowance  for credit  losses  rather  than as  reductions  in  the 
amortized cost of the securities, and provides for additional disclosure requirements. This guidance is 
effective for fiscal years beginning after December 15, 2020, and  interim periods within fiscal years 
beginning  after December  15,  2021, with  early  adoption  permitted.  The  System  is  evaluating  the 
impact this guidance may have on the System’s December 31, 2021, consolidated financial statements. 
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2. NET PATIENT SERVICE REVENUE 

A substantial portion of net patient service revenue is paid by Medicare, Medicaid, and Blue Cross based 
upon  contracted  rates  or  under  cost‐reimbursement  agreements  in  2019  and  2018.  Provisions  for 
estimated  retroactive  adjustments  under  these  agreements  for  current  and  prior  years  have  been 
reflected in the accounts based upon the most current information available. Net patient service revenue 
of  $49,279  and  $23,162  related  to  prior‐year  settlements  was  recorded  during  the  years  ended 
December 31, 2019 and 2018, respectively. The composition of net patient service revenue by payor for 
the years ended December 31, 2019 and 2018, is as follows: 

Medicare 1,705,737$    43 %       1,496,597$    42 %      
Medicaid 630,666         16        597,952         17       
Blue Cross 1,045,659      27        929,075         26       
Self‐pay 28,965            1           30,350            1          
Commercial and other 501,132         13        527,775         14       

Total 3,912,159$    100 %     3,581,749$    100 %    

20182019

 

Letters of final settlements have not been received from Medicare for 2012 through 2019, from Medicaid 
for 2016 through 2019, or from Blue Cross for 2019. The System is appealing various elements of Medicare 
final settlements dating back to 1999. 

3. UNCOMPENSATED CARE AND COMMUNITY BENEFIT 

The System demonstrates its exempt purpose by providing multiple services to support the health and 
well‐being of the communities  it serves.  In addition to offering emergency services open to the public 
24 hours a day, seven days a week, the System provides health care services without charge or at amounts 
less than its established rates to patients who meet the criteria of its patient financial assistance policy. 
Charity  care  is  reported  at  estimated  cost  using  a  cost‐to‐charge  ratio methodology.  Other  major 
community benefit commitments include participating in public programs under which reimbursement is 
less than the cost of providing care, maintaining research programs focused on  improving health care, 
offering community education and outreach in the form of free or low‐cost clinics and health screenings, 
education, and donations to support external community programs. 
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The major components of community benefit for the years ended December 31, 2019 and 2018, are as 
follows: 

2019 2018

Charity care at cost 37,462$     35,598$    
Unpaid cost of Medicare, Medicaid, and other
  public programs 349,493     330,402    
Implicit price concessions 68,338       90,202      

           Total cost of uncompensated care 455,293     456,202    

Research 85,021       68,934      
Health professional education 96,300       85,537      
Community health services and building activities 14,954       15,817      
Subsidized health services 14,681       10,823      
Community benefit operations and financial donations 3,975          3,317         

Total community benefit 670,224$   640,630$  
 

The IRS requires the reported community benefit activities to be offset by external funding received. The 
System received $68,677 and $55,193 of external funding for research and $3,355 and $2,536 of external 
funding for community health services and building activities during the years ended December 31, 2019 
and 2018, respectively. 

The  System’s  total  cost of uncompensated  care as  a proportion of  consolidated net patient  revenue 
approximated 11.6% and 12.7% at December 31, 2019 and 2018, respectively. 

4. INVESTMENTS AND FAIR VALUE MEASUREMENTS 

Fair Value Measuring Hierarchy—The System assesses  the  inputs used  to measure  fair value using a 
three‐level hierarchy based on the extent to which  inputs are observable  in the market. The fair value 
hierarchy is as follows: 

Level 1—Quoted (unadjusted) prices for identical assets in active markets 

Level 2—Other observable inputs, either directly or indirectly, including: 

 Quoted prices for similar assets in active markets 

 Quoted  prices  for  identical  or  similar  assets  in  nonactive markets  (few  transactions,  limited 
information, noncurrent prices, high variability over time, etc.) 

 Inputs other than quoted prices that are observable for the asset  (interest rates, yield curves, 
volatilities, default rates, etc.) 

 Inputs that are derived principally from or corroborated by other observable market data 

Level 3—Unobservable inputs that cannot be corroborated by observable market data 
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Fair values of securities are based on quoted market prices, where available. The System obtains one price 
for each security, primarily from a third‐party pricing service (“pricing service”), which generally uses Level 
1 or Level 2 inputs for the determination of fair value. The pricing service normally derives the security 
prices through recently reported trades for  identical or similar securities, making adjustments through 
the  reporting  date  based  upon  available  observable market  information.  For  securities  not  actively 
traded, the pricing service may use quoted market prices of comparable instruments or discounted cash 
flow analyses,  incorporating  inputs  that are currently observable  in  the markets  for similar securities. 
Inputs  into  the methodologies  include  nonbinding  broker  quotes,  benchmark  yields,  credit  spreads, 
default rates, and prepayment speeds. The System assesses the reasonableness of the pricing information 
quarterly and has not historically made any adjustments. 

When the inputs used to measure fair value fall into different levels of the fair value hierarchy, the fair 
value measurement  is determined based on  the  lowest‐level  input  that  is significant  to  the  fair value 
measurement in its entirety. The System’s assessment of the significance of a particular item to the fair 
value measurement in its entirety requires judgment, including the consideration of inputs specific to the 
asset. 

Fair Value Measurement Methods ‐ The following methods and assumptions are used to estimate the 
fair value of each class of financial instrument: 

Cash equivalents—The carrying value approximates fair value as maturities are less than three months. 
Cash equivalents, comprised primarily of money markets, are classified as Level 1. 

Debt securities—The estimated fair values are based on quoted market prices and/or other market 
data for the same or comparable instruments and transactions in establishing the prices. Due to the 
nature of pricing fixed‐income securities, management classifies the majority of debt securities as Level 
2 investments. 

Equity securities—The estimated fair values are based on quoted market prices and/or other market 
data for the same or comparable instruments and transactions in establishing the prices. Nonpublicly 
traded securities are recorded at fair value based on NAV, which is calculated using the most recent 
fund financial statements. The funds in this class include bonds and other fixed‐income instruments. 

Hedge funds—Underlying assets in these funds may include equity and debt securities, commodities, 
currencies, and derivatives. These funds are valued at NAV, which is calculated using the most recent 
fund financial statements. 

Private markets—The estimated  fair  values are based on NAV, which  is  calculated using  the most 
current financial statements issued by each fund. The value is adjusted for cash flows to and from the 
fund subsequent to the financial statement reporting date as well as other data available for the funds. 

Grants and pledges receivable—The fair value is estimated by management using the discounted cash 
flows method. 

Long‐term obligations—The carrying value of the System’s variable‐rate bonds and other obligations 
approximates the fair value. The fair value of the System’s fixed‐rate bonds is estimated based upon 
prices obtained from a third‐party service routinely relied upon by securities professionals to provide 
an approximate fair value of these types of securities. 
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Fair Values—Information about the fair value of the System’s financial assets and liabilities, according to the 
valuation techniques the System used to determine  its fair values, as of December 31, 2019 and 2018,  is as 
follows: 

2019 2018

Assets measured at fair value:
  Level 1:
    Cash equivalents 669,302$      617,956$     
    Common stock 26,593           75,567          
    Collective equity funds:
      Asset allocation 218,914        190,167       
      Common stock 180,260        189,449       
      Debt securities 169,333        136,396       

        Subtotal—Level 1 1,264,402     1,209,535    

  Level 2:
    Debt securities:
      Asset‐backed securities 10,860           11,924          
      Corporate debt securities 59,088           49,036          
      Government and agency debt securities 60,769           69,025          
      Nonagency mortgage‐backed securities 6,166             3,616            
      Other debt securities 4,587             4,482            
      Commercial paper 55,984           ‐                     

        Total debt securities 197,454        138,083       

    Grants and pledges receivable at fair value 26,152           23,204          

        Subtotal—Level 2 223,606        161,287       

            Subtotal—assets at fair value 1,488,008     1,370,822    

Investments measured at NAV 1,264,414     774,324       

Cash 19,310           30,287          
Other 6,808             11,751          

Total 2,778,540$   2,187,184$  

Asset classifications:
  Cash and cash equivalents 611,863$      556,400$     
  Short‐term investments ‐                      1,141            
  Assets limited as to use 943,623        939,860       
  Long‐term investments 1,223,054     689,783       

Total 2,778,540$   2,187,184$  

Liability not measured at fair value—Level 2—long‐term obligations 1,211,770$   1,052,210$    
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Investments at NAV—The fair value measurements of certain investments calculated based on NAV, for 
the years ended December 31, 2019 and 2018, are as follows (there were approximately $86,112 in 
unfunded commitments for private market investments at year‐end): 

2019 Frequency Notice Period

Collective funds:
  Asset allocation 52,705$            Daily 2 days

  Common stock 733,945            Daily, monthly 2–30 days

  Debt securities 259,269            Daily, monthly, semimonthly 2–30 days

  Hedge funds 126,455            Monthly, quarterly, annually 3–90 days

Private markets 92,040              N/A N/A

Total 1,264,414$     

2018 Frequency Notice Period

Collective funds:
  Asset allocation 45,405$            Monthly 7–10 days

  Common stock 362,162            Daily, monthly 2–30 days

  Debt securities 172,320            Daily, monthly, semimonthly 0–30 days

  Hedge funds 134,253            Monthly, quarterly, annually 3–90 days

Private markets 60,184              N/A N/A

Total 774,324$           

For purposes of NAV, the following investment category definitions are applied: 

Asset allocation—Investment  funds  that  consist of diversified portfolios of debt, equity, and other 
assets often providing the money manager with discretion as to the allocation of assets. 

Common stock—Investment funds that invest substantially all their assets in the equity securities of 
publicly  traded  companies  in  the  United  States,  developed  international markets,  and  emerging 
international markets. 

Debt securities—Investment funds that invest substantially all their assets in debt securities, including 
government and corporate bonds, both domestic and foreign. 

Hedge  funds—Investments  funds  that  have  advanced  investment  strategies with  long,  short,  and 
derivative positions in domestic and foreign markets. Certain funds have provisions that limit access to 
the  invested  funds.  These provisions  include  lockup  terms  that  range up  to  three  years  from  the 
subscription date. 

Private markets—Investment vehicles typically organized as limited partnerships that are not publicly 
traded. Funds comprise a variety asset classes with advanced investment strategies, including growth 
equity, buyouts, venture capital, special situation, secondary funds, private debt, real estate, and real 
assets. Funds have reduced liquidity with a long‐term investment horizon averaging five to ten years 
and committed capital is drawn down over this life of the fund. 
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Debt Maturities—The  debt  securities  are  carried  at  fair  value.  Actual maturities may  differ  from 
contractual maturities  because  borrowers may  have  the  right  to  call  or  prepay  obligations with  or 
without call or prepayment penalties. Holdings as of December 31, 2019, by contractual maturity, are 
listed as follows: 

Estimated
Maturity Fair Value

Due in one year or less 57,009$    
Due in one year through five years 75,954      
Due in five years through ten years 33,668      
Due after ten years 30,823      

Total 197,454$  
 

Total  Investments Return, net—The  total  return  on  the  investment  portfolios  for  the  years  ended 
December 31, 2019 and 2018, consist of the following: 

2019 2018

Interest and dividend income 55,914$      28,240$     
Realized gains 43,770        53,183       
Unrealized gains (losses) 179,948      (148,140)   

Total investment return, net 279,632$   (66,717)$   
 

Total  investment  return,  net  for  the  years  ended  December  31,  2019  and  2018,  consisted  of  the 
following: 

2019 2018

Included in other revenue:
  Funds designated for malpractice and general liability 5,174$        (1,471)$     
  Funds designated for deferred compensation 25,644        (8,048)       
  Other miscellaneous interest 212             119            

Included in nonoperating items:
  The Foundation 49,654        (14,057)     
  Interest, dividends, and realized and unrealized gains (losses)
    from other unrestricted assets 166,167     (31,852)     

      Total 246,851     (55,309)     

Investment return, net on restricted investments 32,781        (11,408)     

Total investment return, net 279,632$   (66,717)$    
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5. ASSETS LIMITED AS TO USE 

Assets limited as to use as of December 31, 2019 and 2018, consisted of the following: 

2019 2018

Assets without donor restrictions:
  The Foundation 339,811$       305,791$      
  Funds held by trustee 61,797            4,652             
  Funds designated for malpractice and general liability 43,719            60,079           
  Funds designated for deferred compensation 177,577         146,771        
  HAP statutory funds 15,335            14,335           
  Funds board designated for research, education, and other 28,797            161,880        

           Total assets without donor restrictions 667,036         693,508        

Assets with donor restrictions:
  Perpetual in nature 125,671         118,703        
  Purpose restricted 124,764         104,445        
  Grants and pledges receivable 26,152            23,204           

           Total assets with donor restrictions 276,587         246,352        

           Total assets limited as to use 943,623         939,860        

Less requirements for current liabilities 108,546         46,654           

Noncurrent assets limited as to use 835,077$       893,206$      
 

Grants and pledges  receivable are expected  to be collected, and as of December 31, 2019 and 2018, 
consisted of the following: 

2019 2018

Amounts expected to be collected in:
  Less than one year 14,796$         14,051$        
  One to five years 8,139              10,572           
  More than five years 5,000              ‐                      

      Total grants and pledges expected to be collected 27,935            24,623           

  Unamortized discount (1,783)            (1,419)           

           Total grants and pledges receivable with donor restrictions 26,152$         23,204$          
  

Onika had  reserve deposits of $12,096 and $11,391 as of December 31, 2019 and 2018,  respectively, 
under a reinsurance trust agreement and an agency agreement. These amounts are  included above  in 
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funds designated for malpractice and general liability. The HAP statutory funds are required by insurance 
regulations. 

6. JOINT VENTURE INVESTMENTS 

The System maintains investments in ten unconsolidated affiliates with ownership interests ranging from 
20% to 55%. All unconsolidated affiliates are accounted for under the equity method. 

The  income  related  to  the  investments  accounted  for  under  the  equity method,  included  in  other 
revenue, was $2,296 and $3,309 for 2019 and 2018, respectively. 

The summarized financial information for unconsolidated affiliates as of December 31, 2019 and 2018, 
consisted of the following: 

2019 2018

Net revenues 182,512$   147,974$  
Net income 4,009          4,778         
Total assets 130,722     66,934      
Net assets 55,982       50,874        

7. PROPERTY, PLANT, AND EQUIPMENT 

Property, plant, and equipment as of December 31, 2019 and 2018, consisted of the following: 

2019 2018

Land and improvements 121,535$       92,127$        
Building and improvements 1,692,031      1,621,576     
Equipment 1,622,371      1,545,869     
Construction in progress 189,675         109,409        

           Total 3,625,612      3,368,981     

Less accumulated depreciation 2,018,411      1,869,506     

Property, plant, and equipment—net 1,607,201$    1,499,475$   
 

Internal use software is included above in equipment and construction in progress. The net book value 
was $146,272 and $175,182 at December 31, 2019 and 2018, respectively. 
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8. MEDICAL CLAIMS LIABILITY (REPORTED AND UNREPORTED) 

Activity from HAP, included in medical claims liability, is summarized as follows: 

2019 2018

As of January 1 200,321$       234,092$      

THPM acquisition 4,153              ‐                   

Incurred related to:
  Current year 1,682,873      1,427,018     
  Prior year (33,791)          4,280             

           Total incurred 1,649,082      1,431,298     

Paid related to:
  Current year 1,522,677      1,231,515     
  Prior year 141,245         233,554        

           Total paid 1,663,922      1,465,069     

As of December 31 189,634$       200,321$        

Changes  in  actuarial  estimates  of  claims  unpaid  reported  as  “incurred  related  to  prior  year”  in  the 
schedule above reflect revisions  in estimates of medical cost  trends and changes  in claims processing 
patterns. Given the inherent variability of such estimates, the actual liability could differ significantly from 
the amounts provided. 

The provision for medical claims liabilities related to prior years decreased $33,791 in 2019 primarily due 
to  lower‐than‐anticipated  losses  in  commercial  and  Medicare  HMO  business  as  well  as 
higher‐than‐anticipated pharmacy  rebates  from prior years.  In 2018,  the provision  for medical claims 
liabilities related to prior years increased $4,280 primarily due to an underestimation of high‐cost claims 
in the commercial and Medicare HMO business from 2017. 

9. MALPRACTICE AND GENERAL LIABILITY 

The System provides professional and general liability insurance through a combination of self‐insurance, 
claims‐made coverage reinsured through Onika, and excess coverage purchased from commercial carriers 
and Caymich  Insurance Company,  Ltd.  (Caymich). Caymich  is an offshore  captive  insurance  company 
domiciled  in  the Cayman  Islands  that provides pooled‐risk  coverage  to  its members. The System  is a 
44.90% and 43.52% member in Caymich at December 31, 2019 and 2018, respectively. 

The System estimates a  range of  loss  for known claims and unreported  incidents and has  recorded a 
liability based on its assessment of the most likely amount of loss in the range. The liability of $140,170 
and $130,354 as of December 31, 2019 and 2018, respectively, has been discounted using a discount 
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factor of 4%. Segregated funds included in assets limited as to use have been established to settle claims 
subject to self‐insurance. Returns related to these assets of $5,174 and $(1,471) are  included  in other 
revenue in December 31, 2019 and 2018, respectively. 

10. PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS 

Retirement  Income Plans—The System provides retirement benefits  to substantially all  its employees 
through a combination of qualified defined contribution and defined benefit plans. Over several years, 
the  System  has  been  increasing  benefit  alignment  across  affiliates,  with  a  focus  on  the  defined 
contribution plans. The funding policy for all defined benefit plans meets or exceeds the minimum funding 
requirements  required of  the Employee Retirement Security Act of 1974. The expense  related  to  the 
defined contribution plans was approximately $86,836 and $80,915 for 2019 and 2018, respectively. The 
following summarizes the status of plans at the System and its major affiliates: 

System, other than HAP 
Defined Contribution Plans—Effective with the first pay in 2018, all employees of AHG as well as newly 
hired employees of the System (other than those of HAP) participate in a 403(b) plan with a two‐tiered 
benefit structure. The primary benefit has a 6% employee contribution with a 3.5% employer match 
for eligible wages. The secondary benefit provides for annual employer contributions from 1.25% to 
2.75% of eligible wages. System employees hired prior to 2018 (other than those of AHG and HAP) 
participate  in  a  retirement  savings  plan,  which  provides  for  a  one‐time  employee  election  to 
participate. This plan requires employee and employer contributions of 2% and 2.5%, respectively, of 
base wages up to the social security wage limit. Contributions are 4% and 5% of base wages in excess 
of  this  limit  for  employees  and  employers,  respectively.  This  plan  has  a  secondary  account  that 
provides an annual employer contribution ranging from 1.25% to 2.75% of eligible wages. 

Defined Benefit Plans—Effective December 31, 2010, the System permanently froze the Henry Ford 
Health  System  Pension  Plan  (“HFHS  Plan”),  a  cash  balance  formula  defined  benefit  plan,  and 
established the secondary account under the retirement savings plan as described above, to provide 
continuing benefits to all existing participants as well as employees hired up to the first pay in 2018. 
Effective June 30, 2017, the System permanently froze the Allegiance Health Retirement Plan (“AHG 
Plan”), a cash balance formula defined benefit plan. Employees of AHG are provided transitional credits 
until the end of 2020 through the 403(b) plan described above. On September 25, 2019, the board of 
directors of AHG and the board of trustees of Allegiance Health jointly agreed to accept the merger of 
the HFHS Plan into the AHG Plan effective December 31, 2019. 

HAP 
Defined Contribution Plan—HAP maintains a 401(k) plan that provides benefits to qualifying employees 
with a primary and secondary benefit structure and formula similar to the System’s 403(b) program 
described above. 

Defined Benefit Plans—Effective December 31, 2011, HAP permanently  froze  the  final average pay 
benefit formula and adopted a cash balance formula in its defined benefit plan for all nonrepresented 
employees and for the UAW Local 600 Union Office/Nonexempt Bargaining unit participants hired on 
or after January 1, 2012, and for the UAW Local 600 Union Sales and Labor unit participants hired on 
or after April 1, 2012. 
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The cash balance benefit was frozen effective March 19, 2016, for participants in UAW Local 600 Union 
Office/Nonexempt Bargaining and effective December 23, 2017, for nonrepresented participants. All 
impacted participants as well as new employees after January 1, 2018, are eligible for the secondary 
benefit in the HAP 401(k) described above. 

Postretirement Health Care—The System also provides postretirement health care and  life  insurance 
benefits to certain employees who met minimum age and years of service requirements as of December 
31,  2006.  These  employees  are  also  required  to meet  certain  eligibility  requirements  at  the  time of 
retirement. Benefits to employees may require employee contributions or be provided in the form of a 
fixed‐dollar subsidy. 

Retirement  Program  Investment Management—The  System’s  primary  investment  objective  for  the 
pension plans is to ensure sufficient funds are available to meet the plan’s benefit and expense obligations 
and to maintain compliance with regulatory funding requirements. The plans are managed with a long‐
term duration and liability investment perspective with the goal to achieve risk‐adjusted returns on plan 
assets and plan  liabilities. The System targets an allocation of 0% ‐ 10% for cash and cash equivalents, 
38%  ‐ 58%  for  stock and  stock  funds, 21%  ‐ 41%  for bond and bond  funds, 0%  ‐20%  for global asset 
allocations, and 0% ‐ 10% for other investments. 

In connection with the merger of the HFHS Plan into AHG Plan the master retirement trust agreement 
and the AHG trust agreement were both amended to provide that the trust assets are available to pay 
benefits to all participants in the merged plan effective December 31, 2019. 

The  allocation percentages of  the  fair  value of  total plan  assets held,  as of  the measurement dates, 
December 31, 2019, for the combined trust and December 31, 2018, for the master and AHG trusts are 
shown below: 

Combined Master AHG
Trust Trust Trust
2019 2018 2018

Cash and cash equivalents 1 %               2 %               1 %              
Stock and stock funds 50              46              43             
Bonds and bond funds 31              33              31             
Global asset allocation 15              18              14             
Other 3                 1                 11             

Total 100 %           100 %           100 %          
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The following tables present information about the fair value of the total plan assets as of December 31, 
2019 and 2018, according to the valuation techniques the System used to determine  its fair values as 
described in Note 4: 

Combined Trust 2019 2018

Assets measured at fair value:

  Level 1:

    Cash equivalents 5,026$            8,232$           

    Common stock ‐                       19,563           

    Collective equity funds:

      Asset allocation 42,643            46,871           

      Common stock 94,598            106,509         

      Debt securities 75,951            74,085           

        Subtotal—Level 1 218,218          255,260         

  Level 2

    Debt securities:

      Asset‐backed securities 1,146              1,194             

      Corporate debt securities 4,007              4,409             

      Government and agency debt securities 3,486              3,304             

      Non‐agency mortgage‐backed securities 1,022              525                 

      Other debt securities 203                  78                   

        Subtotal—Level 2 9,864              9,510             

    Total investments measured at fair value 228,082          264,770         

Investments measured at NAV 356,225          276,738         

Total 584,307$        541,508$       
 

Included  in the table above as of December 31, 2018, the AHG trust had total plan assets of $132,616 
consisting of cash and cash equivalents of $1,018, asset allocation funds of $18,901, common stock of 
$56,692, debt securities of $26,352, and investments measured at NAV of $29,653. All of the investments, 
excluding the NAV investments, were classified as Level 1 investments. 
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Projected Benefit Obligations—Information regarding the projected benefit obligation and assets of the 
defined benefit pension and postretirement benefit plans for the System as of and for the years ended 
December 31, 2019 and 2018, is as follows: 

2019 2018 2019 2018

Change in benefit obligation:
  Benefit obligation—beginning of year 705,895$       800,757$     52,832$             64,837$    
  Service cost 10,509           8,107            450                     602            
  Interest cost 28,884           27,885          2,182                  2,254         
  Actuarial loss (gain) 61,879           (51,092)        31,979                (10,174)     
  Benefits paid (29,009)          (24,289)        (4,174)                 (5,264)       
  Medicare Part D subsidy ‐                      ‐                     700                     651            
  Settlements (32,921)          (55,473)        ‐                           ‐                 
  Plan changes/other 81                   ‐                     (26,476)              (74)             

           Benefit obligation—end of year 745,318         705,895        57,493                52,832      

Change in plan assets:
  Fair value of assets—beginning of year 541,508         639,690        ‐                           ‐                 
  Actual return on assets 91,063           (37,646)        ‐                           ‐                 
  Employer contributions 13,666           19,226          4,174                  5,264         
  Benefits paid (29,009)          (24,289)        (4,174)                 (5,264)       
  Settlements (32,921)          (55,473)        ‐                           ‐                 

           Fair value of assets—end of year 584,307         541,508        ‐                           ‐                 

Amounts included in the consolidated 
  balance sheets:
  Total accrued liability 161,011$       164,387$     57,493$             52,832$    

  Current liability 1,436$           1,451$          4,106$                4,110$      

  Long‐term liability 159,575$       162,936$     53,387$             48,722$    

Postretirement
BenefitsPension Benefits

 

Lump‐sum settlements of $32,921 and $55,473 were made during the years ended December 31, 2019 and 
2018, respectively. As a result of total lump‐sum settlements exceeding the sum of service costs and interest 
costs, the System recognized a settlement loss of $5,492 and $12,236 during 2019 and 2018, respectively. 

In 2019, with a July 1, 2020 effective date, the System implemented several changes to its postretirement plans 
that  impact member  cost  sharing  and  plan  offerings.   The  resulting  reduction  in  postretirement  benefit 
obligation was recognized as a plan change.  
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Pension  and  Postretirement  Benefit  Plan  Expense—All  previously  unrecognized  actuarial  losses  are 
reflected  in  the  consolidated balance  sheets. Pension  and postretirement plan benefit  items not  yet 
recognized as a component of periodic pension and postretirement plan expense, but included within net 
assets without donor restrictions, as of and for the years ended December 31, 2019 and 2018, are as 
follows: 

2019 2018 2019 2018

Unrecognized prior service cost (credit) 3,328$          3,368$          (26,475)$      ‐     $         

Unrecognized net actuarial loss (gain) 139,439        138,731        14,222          (18,958)    

Total 142,767$      142,099$     (12,253)$      (18,958)$  

Postretirement BenefitsPension Benefits

 

An estimated $127 in prior service cost and $9,466 in net actuarial loss will be included as components of 
periodic  pension  plan  expense  in  2020.  An  estimated  $8,919  in  prior  service  credit  and  $1,701  net 
actuarial loss will be included as a component of period postretirement medical plan expense in 2020. 

The accumulated benefit obligation was $742,144 and $703,101 as of December 31, 2019 and 2018, 
respectively. 

Information regarding the net benefit cost of the pension and postretirement benefit plans for the System 
as of and for the years ended December 31, 2019 and 2018, is as follows: 

2019 2018 2019 2018

Components of net periodic benefit cost:
  Service cost 10,509$       8,107$         450$             602$          
  Interest cost 28,884         27,885         2,182            2,254         
  Expected return on assets (38,912)        (42,832)        ‐                    ‐                  
  Amortization of prior service cost 121               121               ‐                    ‐                  
  Amortization of actuarial loss (gain) 3,527           19,264         (1,202)          (191)           
  Settlement cost 5,492           12,236         ‐                    ‐                  

Net periodic benefit cost 9,621$         24,781$       1,430$         2,665$       

Postretirement BenefitsPension Benefits

 

Assumptions—Information on the assumptions that were used to determine the benefit obligation and 
net benefit costs as of and for the years ended December 31, 2019 and 2018, is as follows: 

2019 2018 2019 2018

Discount rate—benefit obligation 2.65%–3.30% 3.75%–4.35% 3.30% 4.30%
Discount rate—benefit cost 3.75%–4.35% 2.75%–3.70% 4.30% 3.60%–3.65%
Expected return on plan assets 6.70%–7.21% 6.60%–6.98% N/A N/A

Postretirement BenefitsPension Benefits
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The expected  long‐term  rate of  return on System plan assets  is established based on management’s 
expectations  of  asset  returns  for  the  investment mix  in  the  plans,  considering  historical  experience, 
current economic environment, and forecasted risk/reward assumptions. The expected returns of various 
asset categories are blended to derive one long‐term assumption. 

Trend Rates—Assumed health care cost trend rates have a significant effect on the amounts reported for 
the postretirement plans. The trend rates for 2020 are as follows: 

Health care trend rates:
  Blue Cross Blue Shield of Michigan 6.4%
  HAP full network 6.6%
  HAP preferred network 9.4%
Prescription drug trend rate 6.6%
Ultimate health care and prescription drug trend rate 5.0%
Year in which ultimate trend rates reached 2033   

A one‐percentage‐point change in assumed health care cost trends would have the following effects as 
of December 31, 2019: 

One‐Percentage‐ One‐Percentage‐
Point Increase Point Decrease

Effect on postretirement benefit obligation 1.31% (1.15)%   
Effect on total of service cost and interest
  cost components 3.01% (2.56)%     

Expected Future Contributions—The System is expected to contribute $21,630 to the pension plans and 
$4,173 to the postretirement health care plans in 2020. 

Expected Benefit Payments—As of December 31, 2019, the System expects to pay the following pension 
benefits  and  postretirement  benefits  for  each  of  the  next  five  years  and  in  the  aggregate  for  the 
succeeding five years thereafter as follows: 

Pension Postretirement
Plans Plans

Years Ending December 31:

2020 69,155$           4,173$            
2021 64,540             4,202              
2022 63,033             4,180              
2023 59,748             4,151              

2024 60,162             4,104              
Thereafter 230,894           19,265              
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11. LONG‐TERM OBLIGATIONS 

Long‐term obligations as of December 31, 2019 and 2018, consisted of the following: 

Obligation Maturity 2019 2018

Bonds Series 2016 2020 to 2046 Fixed 3.00%–5.00% 840,770$         845,430$     

Bonds Series 2019A 2048 to 2050 Fixed 4.00%–5.00% 227,910           ‐                    

Taxable term loan 2021 Variable 2.53% 35,560             36,410         

Tax‐exempt loan 2020 Fixed 2.07% 11,392             22,550         

Other obligations Fixed 4.44%–4.82% 3,495               3,976            

Deferred issuance costs, net (7,807)              (5,894)          

Unamortized bond premium 117,175           100,755       

           Total 1,228,495       1,003,227    

Less current portion 17,622             17,128         

Total long‐term obligations 1,210,873$     986,099$     

Rate

 

The System’s 2016 Master Indenture agreement created the Henry Ford Health System Credit Group (the 
“Credit Group”). The Credit Group is comprised of the Henry Ford Health System Obligated Group (the 
“Obligated Group”), Henry Ford Health System Designated Affiliates  (the “Designated Affiliates”), and 
Henry  Ford  Health  System  Limited  Designated  Affiliates  (the  “Limited  Designated  Affiliates”).  The 
Corporation, Wyandotte, Macomb, and Allegiance Health are members of  the Obligated Group. HAP 
(excluding its subsidiaries) and the Foundation are Designated Affiliates. There are currently no Limited 
Designated Affiliates.  The agreement contains financial covenants relating to permitted debt, permitted 
encumbrances, permitted dispositions of cash and other assets, permitted guarantees, and permitted 
mergers and reorganizations. 

On May 2, 2019, the System issued $227,910 in Series 2019A hospital revenue bonds, at a premium of 
$22,094  with  issuance  costs  of  $2,304.  The  System  has  received  $195,244  of  the  proceeds  for 
reimbursement of approved costs while the remaining $55,984 is held in trust as of December 31, 2019. 

The approximate principal requirements on long‐term obligations for the next five years and thereafter 
are as follows: 

Years Ending December 31:

2020 17,622$  
2021 51,628    
2022 17,775    
2023 19,694    
2024 19,510    
Thereafter 992,898    
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The System has various credit agreements that it may borrow from. On June 3, 2019, the System entered 
into two new $100,000 line‐of‐credit facilities, each of which will expire on June 2, 2021. On July 16, 2019, 
the  System  terminated  its  prior  $100,000  line‐of‐credit  facility  and  reduced  the  limit  on  a  credit 
agreement  from  $50,000  to  $10,000, which  is  limited  to  support  letters  of  credit  only.  The  System 
maintains an additional credit agreement with a borrowing limit of $75,000, which will expire on April 19, 
2020. The agreements as of December 31, 2019, are summarized as follows: 

Borrowing

Limit

Expiration 

Date

Loan 

Advances

Letters of Credit 

Commitments

2019 2019

100,000$            June 2, 2021 ‐  $                          ‐  $                         
100,000              June 2, 2021 ‐                              ‐                             
75,000                 April 19, 2020 ‐                              ‐                             
10,000                 April 30, 2021 N/A 8,952                        

2018 2018

100,000$            April 18, 2019 ‐  $                          ‐  $                         
75,000                 April 19, 2020 ‐                              ‐                             
50,000                 April 30, 2021 ‐                              ‐                               

12. LEASES 

The System utilizes operating and finance leases for medical and office buildings, medical equipment, and 
various other equipment. The initial lease liability is calculated as the present value of fixed payments not 
yet paid and variable payments that are based on a market rate or an index (e.g., Consumer Price Index), 
measured at commencement. The ROU asset represents the lessee’s right to use a specified asset for the 
lease term, and is measured at the lease liability amount, adjusted for lease prepayment, lease incentives 
received, and the lessee’s initial direct costs. The lease agreements generally require the System to pay 
maintenance, repairs, property taxes, and insurance costs, which are variable amounts based on actual 
costs incurred during each applicable period. Such costs are not included in the determination of the ROU 
asset or lease liability. Most leases include options to renew the lease at the end of the initial term. These 
options are evaluated at the commencement of the lease, with only those that are reasonably certain of 
exercise  included  in determining  the  appropriate  lease  term.  The  System’s  lease  agreements do not 
contain any material residual value guarantees or material restrictive covenants. 

When readily determinable, the System uses the interest rate implicit in a lease to determine the present 
value  of  future  lease  payments.  For  leases where  the  implicit  rate  is  not  readily  determinable,  the 
System’s incremental borrowing rate is utilized. The incremental borrowing rate is not a quoted rate and 
is derived by applying a spread over U.S. Treasury  rates with a similar duration  to  the System’s  lease 
payments. 
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The components of lease cost and rent expense, included in general and other administrative expense 
depreciation and amortization expense, rent and lease expense, and interest expense for the year 
ended December 31, 2019, are as follows: 

Lease Cost: 2019

Finance lease cost

  Amortization of ROU assets 2,974$          

  Interest on lease liabilities 679                

Operating lease cost 37,278          

Short‐term lease cost 16,051          
Variable lease cost 10,076          

Total lease cost 67,058$          

The System did not have any subleases as of December 31, 2019. 

Cash flow and other information: 2019

Cash paid for amounts included in the measurement of
  lease liabilities:

    Operating cash flows from operating leases
(1)

34,849$        
    Operating cash flows from finance leases 665$              
    Financing cash flows from finance leases 2,756$          

ROU assets obtained in exchange for new
  finance lease liabilities 34,870$        

ROU assets obtained in exchange for new
  operating lease liabilities 27,623$        

Weighted‐average remaining lease term:
    Finance leases 17.6 years
    Operating leases 9.1 years

Weighted‐average discount rate:
    Finance leases 3.8%
    Operating leases 3.9%

(1)
 Included in the change in other l iabil ities  in the 

     consolidated statement of cash flows.  
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The schedule of maturity of lease liabilities for balances outstanding at December 31, 2019, is as follows: 

Operating Finance 
Years Ending December 31: Leases Leases

2020 33,915$       5,139$    
2021 30,197         4,696      
2022 27,298         2,682      
2023 25,679         2,733      
2024 23,213         2,762      
Thereafter 112,876       44,979    

           Total commitments 253,178       62,991    

Less imputed interest 43,191         17,889    

Present value of lease liabilities 209,987$    45,102$    

The schedule of maturity of lease liabilities at December 31, 2018, is as follows: 

Operating Finance 
Years Ending December 31: Leases Leases

2019 34,176$       421$        
2020 29,751         454          
2021 26,516         454          
2022 22,278         468          
2023 20,357         476          
Thereafter 137,014       5,926      

           Total minimum lease payments 270,092$    8,199      

Less interest (interest rates from 4.49% to 8.25%) 2,638      

Obligations capitalized leases, including
  $185 due within one year 5,561$    

 

Assets recorded under capital lease obligations totaled $11,413 as of December 31, 2018, and the related 
amortization totaled $4,996. 

As of December 31, 2019, the System has entered into a finance lease for a medical office building that 
has not yet commenced for approximately $69,000. The lease is expected to commence in the 4th quarter 
of 2020. 



 

 
39 

 
 

13. COMMITMENTS AND CONTINGENCIES 

The System is party to lawsuits incidental to its operations and management believes that the ultimate 
outcome  of  these  contingencies will  not  have  a material  effect  on  the  accompanying  consolidated 
financial statements. 

The health care industry is subject to numerous and complex laws and regulations of federal, state, and 
local  governments.  Compliance  with  these  laws  and  regulations,  specifically  those  relating  to  the 
Medicare  and  Medicaid  programs,  can  be  subject  to  review  and  interpretation,  as  well  as  future 
regulatory enforcement actions, such as fines, penalties, and repayment of previously billed and collected 
revenues. Management believes that the System complies with current laws and regulations. 

14. NET ASSETS WITHOUT DONOR RESTRICTIONS 

Changes in consolidated net assets without donor restrictions attributable to the System and the NCIs for 
the years ended December 31, 2019 and 2018, are as follows: 

Henry Ford Noncontrolling
Health System Interests Total

Net assets without donor restrictions—December 31, 2017 1,785,322$    3,331$            1,788,653$   

  Excess of revenue over expenses from consolidated operations 84,866            1,957              86,823           
  Net assets released from restrictions for capital 9,545              ‐                      9,545             
  Distributions to noncontrolling interests ‐                      (1,861)            (1,861)           
  Pension and other postretirement net adjustments 12,218            ‐                      12,218           
  Purchase price adjustment to noncontrolling interest (9,030)            ‐                      (9,030)           

           Increase in net assets without donor restrictions 97,599            96                   97,695           

Net assets without donor restrictions—December 31, 2018 1,882,921$    3,427$            1,886,348$   

  Excess of revenue over expenses from consolidated operations 352,530         1,973              354,503        
  Net assets released from restrictions for capital 16,305            ‐                      16,305           
  Distributions to noncontrolling interests ‐                      (2,083)            (2,083)           
  Pension and other postretirement net adjustments (7,373)            ‐                      (7,373)           
  Purchase price adjustment to noncontrolling interest (14,961)          ‐                      (14,961)         

           Increase (decrease) in net assets without donor restrictions 346,501         (110)                346,391        

Net assets without donor restrictions—December 31, 2019 2,229,422$    3,317$            2,232,739$     
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15. ENDOWMENTS 

The  System’s  endowments  consist  of  various  funds  established  for  specific  purposes  that  are  either 
designated by the board and included in net assets without donor restrictions or designated by a donor 
and are included in net assets with donor restrictions. The assets are managed in a custodial account. The 
target allocation in this account is: 

Target

Stock and stock funds 45 %        
Private equities 20          
Collective funds:
  Hedge funds 15          
  Debt securities 14          
Liquid assets 6            

Total 100 %      
 

The annual spending appropriation from the endowments is determined by the average of the beginning 
balance for each of the 12 previous quarters multiplied by a 5% spending factor. The endowment corpus 
is maintained in perpetuity for donor‐restricted endowments. 

The  composition  of  endowment  net  assets  as  of December  31,  2019  and  2018,  and  the  changes  in 
endowment net assets for the years ended December 31, 2019 and 2018, are summarized as follows: 

Endowment Endowment
Net Assets Net Assets
Designated with Donor
by Board Restrictions Total

Endowment net assets—December 31, 2017 336,193$          114,123$     450,316$    

  Investment return, net (14,902)             8,616            (6,286)          
  Contributions and other ‐                         6,876            6,876           
  Annual spending appropriation (15,500)             (5,358)           (20,858)       

Endowment net assets—December 31, 2018 305,791            124,257        430,048       

  Investment return, net 49,620              8,511            58,131         
  Contributions and other ‐                         3,023            3,023           
  Annual spending appropriation (15,600)             (5,631)           (21,231)       

Endowment net assets—December 31, 2019 339,811$          130,160$     469,971$      
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16. INFORMATION ABOUT LIQUIDITY 

The System’s strategy  is designed to ensure  liquidity across all operating units and meet all regulatory 
requirements. To accomplish this, separate cash funds are maintained for the System and for each of the 
regulated  insurance subsidiaries (collectively “Operating Pools”). The Operating Pools asset allocations 
offers  the  potential  for  higher  return  consistent with  reasonable  risk while  also  ensuring  adequate 
liquidity to meet the System’s general expenditures, liabilities, and other obligations as they come due. 
In addition, as part of its liquidity management, the System invests cash in excess of daily requirements 
in various short‐term investments, primarily government money market funds. As more fully described in 
Note 11, the System also has $285,000 in short‐term credit facilities as of December 31, 2019, $275,000 
was available for credit line draws for liquidity events; the remaining $10 million is reserved for letters of 
credit, which it could draw upon in the event of an unanticipated liquidity level. 

The  Foundation’s  endowment  investments  are  designated  by  the  board  and  considered  a  quasi‐ 
endowment as described  in  further detail  in Note 15. The System does not  intend  to spend  from  the 
Foundation’s  endowment  other  than  the  investment  income  appropriated  for  general  expenditures, 
however, additional funds could be made available if necessary. 

The Operating Pools, the Foundation endowment, and donor‐restricted endowments contain a  limited 
allocation of investments with lock‐up provisions that would reduce the total investments that could be 
made  available  (see Note  4  for disclosures  about  these  investments).  The  System  carefully manages 
liquidity through other asset classes of investments. 

The System’s total financial assets as of December 31, 2019 and 2018, reduced by amounts not available 
for general use within one year of the consolidated balance sheet date because of donor restrictions, 
internal designations, or certain investments with reduced liquidity are as follows: 

2019 2018

Total financial assets 3,250,165$       2,621,100$      

Financial assets not available to be used in one year:

  Subject to contractual or donor imposed restrictions (Note 5) (353,719)            (265,339)           
  Subject to board and other designations (Note 5) (589,904)            (674,521)           
  Hedge funds subject to lock‐up provisions (Note 4) (15,023)              (5,725)               
  Private market investments (Note 4) (32,819)              (11,650)             

Financial assets available to meet cash needs for general
  expenditures within one year 2,258,700$       1,663,865$        

17. SUBSEQUENT EVENTS 

Pursuant to FASB ASC Topic 855‐10, Subsequent Events — Overall, the System has evaluated subsequent 
events through September 30, 2020, the date the consolidated financial statements were  issued. As a 
result of this evaluation, the System has the following to disclose. 
 
The Coronavirus disease (COVID‐19) pandemic has had adverse effects on patient volumes beginning in 
mid‐March 2020. As part of the System’s COVID‐19 incident response plan, in the third week of March 
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steps were taken to cancel non‐time sensitive visits and consolidate all medical center operations. The 
System’s incident response plan included expansion of its inpatient capacity, expansion of virtual visits, 
and redeployment of all non‐essential workers to remote work arrangements. 
 
At the end of April 2020, COVID‐19 volumes stabilized and began to drop.  On May 29, 2020, in alignment 
with the Governor’s executive orders, the System began a structured reopening of its medical centers and 
clinics with an initial focus on the previously postponed procedures.  
 
For  the  nine months  ended  September  30,  2020,  the  System  received  $378.9 million  in  relief  funds 
primarily received from the CARES Act.  In addition, the System is participating in a number of programs 
to support  liquidity.   To date the System has received $408.8 million  in CMS advance payments and  is 
deferring 2020 employer FICA contributions through year end with an estimated impact of $115.0 million.   
 
The duration and severity of the pandemic are likely to continue to impact the remainder of 2020 financial 
performance. 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Audit and Compliance Committee of the Board of Trustees 
Henry Ford Health System 
Detroit, Michigan 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards issued 
by the Comptroller General of the United States, the consolidated financial statements of Henry Ford Health 
System and affiliates (the “System”), which comprise the consolidated balance sheets as of December 31, 
2019 and 2018, and the related consolidated statements of operations and changes in net assets and cash flows 
for the years then ended, and the related notes to the consolidated financial statements, and have issued our 
report thereon dated March 13, 2020, except for Note 17 and the Supplemental Schedule of Expenditures of 
Federal Awards and related notes for the year ended December 31, 2019, as to which the date is September 
30, 2020. The financial statements of Health Alliance Plan of Michigan and Subsidiaries (HAP) were not 
audited in accordance with Government Auditing Standards, and accordingly, this report does not include 
reporting on internal control over financial reporting or instances of reportable noncompliance associated with 
HAP. 

Internal Control over Financial Reporting 

In planning and performing our audit of the consolidated financial statements, we considered the System’s 
internal control over financial reporting (“internal control”) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the consolidated financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of System’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of the System’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in 
internal control such that there is a reasonable possibility that a material misstatement of the System’s 
consolidated financial statements will not be prevented or, detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or combination of deficiencies, in internal control that is less severe than 
a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material weaknesses 
or significant deficiencies. Given these limitations, during our audit, we did not identify any deficiencies in 
internal control that we consider to be material weaknesses. However, material weaknesses may exist that 
have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether System’s consolidated financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of consolidated financial statement amounts. However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. 
The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 

Purpose of This Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the results of that testing, and not to provide an opinion on the effectiveness of the System’s internal control 
or on compliance. This report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the System’s internal control and compliance. Accordingly, this 
communication is not suitable for any other purpose. 

 

March 13, 2020 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH 
FEDERAL MAJOR PROGRAM AND REPORT ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

To the Audit and Compliance Committee of the Board of Trustees 
Henry Ford Health System 
Detroit, Michigan 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM  

 
We have audited Henry Ford Health System and Affiliates’ (the “System”) compliance with the types of 
compliance requirements described in the OMB Compliance Supplement that could have a direct and material 
effect on each of the System’s major federal programs for the year ended December 31, 2019. The System’s 
major federal programs are identified in the summary of auditor’s results section of the accompanying 
schedule of findings and questioned costs.  

MANAGEMENT’S RESPONSIBILITY  

 
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of 
its federal awards applicable to its federal programs. 

AUDITOR’S RESPONSIBILITY  

 
Our responsibility is to express an opinion on compliance for each of the System’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance 
requirements referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about the System’s compliance with those 
requirements and performing such other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program. However, our audit does not provide a legal determination of the System’s compliance. 
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OPINION ON EACH MAJOR FEDERAL PROGRAM  

 
In our opinion, the System complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended December 31, 2019.  

OTHER MATTERS  
 

The results of our auditing procedures disclosed instances of noncompliance which are required to be reported 
in accordance with the Uniform Guidance and which are described in the accompanying schedule of findings 
and questioned costs as items 2019-001 and 2019-002. Our opinion on each major federal program is not 
modified with respect to these matters. 

The System’s response to the noncompliance findings identified in our audit is described in the accompanying 
schedule of findings and questioned costs. The System’s response was not subjected to the auditing 
procedures applied in the audit of compliance and, accordingly, we express no opinion on the response. 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE 

 
Management of the System is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our 
audit of compliance, we considered the System’s internal control over compliance with the types of 
requirements that could have a direct and material effect on each major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major federal program and to test and report on internal control over compliance in 
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness 
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the 
System’s internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility 
that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type 
of compliance requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified. 
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The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance. Accordingly, this report is not suitable for any other purpose. 

 

Detroit, MI 

September 30, 2020 
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HENRY FORD HEALTH SYSTEM
Schedule of Expenditures of Federal Awards
For the Period Ending December 31, 2019 Expenditures

Passed-

Sub CFDA/Contract Program Federal Award Pass-Through Pass-Through Federal through to

Agency Agency Number Title Identification Number Grantor Grantor Identifying Number Expenditures Subrecipients

Research and Development Cluster:
Department of Defense

U.S. Army Medical Command
12.420 Military Medical Research and Development

Regents of the University of Colorado FY18.794.002 6,353$             -$                      
Wayne State University WSU16005 (2,005)             
Department of Defense W81XWH-15-1-0395 252,333           58,610               
Department of Defense W81XWH-16-1-0544 167,192           
Department of Defense W81XWH-17-1-0170 171,314           5,276                
Department of Defense W81XWH-17-1-0305 292,654           
Department of Defense W81XWH-18-1-0540 377,789           
Department of Defense W81XWH-19-1-0374 26,274             
Department of Defense W81XWH-19-1-0373 98,672             
Department of Defense W81XWH-19-1-0693 45,998             
Department of Defense W81XWH-19-1-0508 38,676             

Department of Health and Human Services
Agency for Healthcare Research and Quality

93.226 Research on Healthcare Costs, Quality, and Outcomes
HS022417 381,240           (413)                  

Duke University 203-7627 (2,822)             
Duke University 203-7968 176,585           
Duke University A032556 65,999             
Duke University 203-7622 214,529           
Duke University 203-7623 77,582             
Indiana University IN-4683532-HFH 35                   
University of Maryland F218483-1 5,004               
University of Michigan 3004566483 40,420             

Centers For Disease Control and Prevention
93.073 Birth Defects and Developmental Disabilities - Prevention and Surveillance

NU84DD000001 275,394           181,717             
93.083 Prevention of Disease, Disability, and Death through Immunization Control of Respiratory and Related Diseases

University of Michigan 3003756185 170,218           
93.185 Immunization Research, Demonstration, Public Information and Education-Training and Clinical Skills Improvement Projects 

University of Michigan 3004185093 175,099           
University of Michigan 3005207578 51,486             

93.270 Adult Viral Hepatitis Prevention and Control
PS005154 268,288           196,055             

University of Michigan 3004179940 (14)                  
Centers for Disease Control and Prevention 75D30118C02928 197,340           

Centers For Medicare And Medicaid Services 
ACR IE 88721 American College of Radiology ACR IE 88721 5,029               

Food and Drug Administration
93.103 Food and Drug Administration_Research

Food and Drug Administration 75F40119C10141 2,341               
Kaiser Foundation Research Institute 2018114473 66,969             
Kaiser Permanente Washington Health Rese PO# 2016174778 387,043           

(Continued)  



 

- 50 - 

HENRY FORD HEALTH SYSTEM
Schedule of Expenditures of Federal Awards
For the Period Ending December 31, 2019 Expenditures

Passed-

Sub CFDA/Contract Program Federal Award Pass-Through Pass-Through Federal through to

Agency Agency Number Title Identification Number Grantor Grantor Identifying Number Expenditures Subrecipients

Research and Development Cluster:
National Institutes of Health

93.113 Environmental Health
ES011126 91,901$           91,901$             
ES028235 724,363           188,173             

Trustees of Boston University 450002975 66,197             
Wayne State University WSU16122-A1 33,986             
Wayne State University WSU19036 29,013             
Wayne State University P30ES020957 1,763               
Wayne State University WSU19080 23,875             
Social & Scientific Systems, Inc. PHR-SSS-S-17-005191 (21,047)            
Social & Scientific Systems, Inc. PHR-SSS-S-19-005529 79,964             

93.213 Research and Training in Complementary and Integrative Health
Mount Sinai Medical Center 5UG3AT009149-02 83,102             
New York University School of Medicine 17-A0-00-008501 17,092             
University of Washington UWSC10571 77,040             
University of Washington UWSC11304 125,902           

93.233 Research and Training in Complementary and Integrative Health
HL138166 175,188           

93.242 Mental Health Research Grants
MH103539 424,682           188,209             
MH114087 1,348,387        1,038,945          
MH115150 571,014           8,916                

Kaiser Permanente Washington Health Rese MH092201-07-Henry Ford 33,178             
The University of North Carolina at Chapel 5106100 6,706               
The University of North Carolina at Chapel 5106117 (39,874)            
The University of North Carolina at Chapel 5111498 41,278             
University of Michigan 3004926459 154,862           

93.273 Alcohol Research Programs
Boston Children's Hospital GENFD0001303940 (22)                  
Boston Children's Hospital GENFD0001452728 13,988             
Boston Children's Hospital GENFD0001643569 21,358             

93.279 Drug Abuse and Addiction Research Programs
DA038177 362,391           

Kaiser Foundation Health Plan of Washingto 2018114460 219,079           
Kaiser Foundation Research Institute RNG200340-HFHS-01 7,457               
Kaiser Foundation Research Institute RNG209779-HFHS-01 68,064             
Kaiser Foundation Research Institute R01DA0477724-81991 31,596             
Kaiser Foundation Research Institute RNG210120-HFHS-01 2,645               
Saint Louis University 21987-44439 32,800             

93.286 Discovery and Applied Research for Technological Innovations to Improve Human Health
Yale University M17A12693 (A11050) 67,246             

93.310 Trans-NIH Research Support
OD024610 (360)                
OD026550 13,005,151      8,826,583          

Duke University 2037881 (769)                

(Continued)  



 

- 51 - 

HENRY FORD HEALTH SYSTEM
Schedule of Expenditures of Federal Awards
For the Period Ending December 31, 2019 Expenditures
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Research and Development Cluster:
Duke University 203-7961 5,929$             -$                     
Duke University 75F40119C10141 10,232             
Michigan State University RC106694B (1,382)             
Michigan State University RC108889HFHS 106,239           
University of Michigan 3004569851 2,664              
University of Washington UWSC7424 (1,475)             
University of Wisconsin-Madison 774K406 (2,260)             
University of Wisconsin-Madison 843K695 1,237,523        
University of Wisconsin-Madison 0000000323 747,140           
University of Wisconsin-Madison 787K286 1,364              

93.361 Nursing Research
NR013959 (7,677)             

Wayne State University WSU17060 (30,411)           
93.393 Cancer Cause and Prevention Research

CA205190 13,813             (6,452)               
CA204189 217,935           57,182              
CA222146 452,604           57,762              

University of California, San Francisco 8493sc 10,000             
Virginia Commonwealth University 5106263 150,125           
Wayne State University WSU16120 53,715             
Wayne State University WSU18062 33,507             
Wayne State University WSU11051 348                 

93.394 Cancer Detection and Diagnosis Research
CA206190 321,796           
CA218596 608,769           45,871              

Albert Einstein College of Medicine, Inc. 311224 97,440             
University of Southern California 99279829 5,325              

93.395 Cancer Treatment Research
CA205660 105,813           
CA219829 403,243           

Johns Hopkins University UM1 CA137443 88,283             
Mayo Clinic 1UG1CA189823-01 54,316             
Mayo Clinic HEN-192360 3,070              
NRG Oncology Foundation, Inc. HFH - Yr. 1 6,095              
Oregon Health & Sciences Center 1013080_SWOG_HenryFord 34,880             
University of Michigan 3004843147 199                 

93.396 Cancer Biology Research
CA210237 124,953           57,512              

Kaiser Foundation Research Institute RNG209451-HFHS-01 449,497           22,540              
93.39 RD Federal Contracts in Cancer Research

National Institutes of Health HHSN261201800020I (532)                (532)                 
National Institutes of Health HHSN261201800020I 1,424,163        935,225             
National Institutes of Health HHSN261201800020I 477,283           311,993             
National Institutes of Health A22105 1,073              
National Institutes of Health A151216 19                   

(Continued)  
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Research and Development Cluster:
National Institutes of Health NSABP B-52 28$                 -$                     
NRG Oncology Foundation, Inc. NCT02206334 59,215             
NRG Oncology Foundation, Inc. NCT02032823 54,139             
NRG Oncology Foundation, Inc. NCT00565851 7,049              
Westat 6426-S04 35,877             

93.701 Trans-NIH Recovery Act Research Support
University of Michigan 3001413054-PNT 2,424              

93.837 Heart and Vascular Diseases Research
HL116603 103,388           
HL131891 5,484              
HL132154 691,181           93,731              
HL136456 561,659           
HL139877 422,536           
HL143099 434,621           
HL143432 592,990           
HL28982 124,107           

Brigham and Women's Hospital, Inc. 5U01HL101422 7,793              
Duke University 2938081 3,527              
Massachusetts General Hospital A5332 22,792             
Mayo Clinic HEN-215432 7,314              
New England Research Institutes, Inc. U01HL107407 13,342             
New York University School of Medicine U01HL105907 35,325             
New York University School of Medicine U01HL117905 2,073              
New York University School of Medicine U01HL117905 3,217              
Regents of the University of Minnesota N006187409 6,607              
University of Iowa S00271-01 1,407              
University of Michigan 3005572017 4,558              
University of California, San Diego 126279991 1,981              
Yale University GR10847(CON-80001538) 8,570              

93.838 Lung Diseases Research
HL118267 17,937             
HL141845 550,596           81,590              

Oklahoma Medical Research Foundation 0245-06HFHS 17,965             
University of Michigan 3003642706 86,632             
University of Michigan 3003858506 8,552              
University of Michigan 3004483233 170,887           
National Institutes of Health HHSN268201700225A 11,011             
Transmural Systems, Inc. HHSN26820150012C 28                   

93.839 Blood Diseases and Resources Research
21st Century Therapeutics, Inc. R34HL139196 63,767             
Duke University 2037978 143                 
University of Pittsburgh 0054669 (131801-2) 4,101              

93.846 Arthritis, Musculoskeletal and Skin Diseases Research
AR051912 327,128           
AR069681 336,853           
AR070363 79,356             
AR072046 269,933           
AR072297 233,956           
AR072785 172,531           -                   
AR076803 17,422             

(Continued)  
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Research and Development Cluster:
93.847 Diabetes, Endocrinology and Metabolism Research

DK097519 (194)$              -$                      
DK102861 85,568             
DK105300 (12,306)            
DK107263 555,690           
DK113003 663,092           64,173               
DK115601 218,427           
DK114471 61,216             

Case Western Reserve University RES511750 9,494               
Case Western Reserve University RES512543 (8,227)             
Case Western Reserve University RES512213 (4,352)             
Case Western Reserve University RES512828 9,533               
Case Western Reserve University RES513273 123,500           
Case Western Reserve University RES513273 113,602           
Cleveland Clinic Lemar College of Medicine 1138-SUB 9,900               
University of Michigan 3004896555 11,923             
University of Michigan SUBK00008563 6,478               
University of Michigan SUBK00011614 13,282             
University of Michigan SUBK00003392 9,724               
Wayne State University WSU17033 8,630               

93.853 Extramural Research Programs in the Neurosciences and Neurological Disorders
NS070922 41                   
NS079612 (9,439)             
NS083078 52,070             
NS088656 244,970           
NS092917 327,706           
NS097747 331,449           
NS099030 (829,246)          
NS100710 299,194           
NS102744 237,426           
NS104560 237,554           29,018               
NS108463 837,464           131,694             
NS109477 171,493           
NS111801 341,150           
NS112727 166,005           

Beth Israel Deaconess Medical Center 5R01NS039466 (34,587)            
Beth Israel Deaconess Medical Center 1028180 431                 
Board of Trustees of the Leland Stanford Ju 61921315-125439 37,122             
Emory University T468248 (9,892)             
Johns Hopkins University 20000725872 (7,073)             
Johns Hopkins University 2001948029 646                 
Massachusetts General Hospital 1U01NS090259-01A1 20,774             
Mayo Clinic Jacksonville HEN-187276-01 15,181             
Medical University of South Carolina MUSC08-133 6                     
Trustees of Boston University 4500002393 13,091             
University of British Columbia F09-05196 (17,896)            
University of Cincinnati 010785-137426 10,948             
University of Cincinnati 011337-137426 159                 

(Continued)  
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Research and Development Cluster:
University of Michigan 3002111998-SHN 93,595$           -$                      
University of Michigan SUBK00004113-ESETT 490                 
West Virginia University Research Corporat 16-538 HFHS 67,484             

93.855 Allergy, Immunology and Transplantation Research
AI089473 332,602           19,857               
AI110450 271,843           
AI119041 311,455           
AI144004 303,048           

Duke University A032147 49,540             
Duke University 225440 17,833             
Duke University 235058 (31,726)            
Duke University 235058 (14,233)            
Duke University 189925/235058 3,311               
Duke University 189925/242761 8,000               
Duke University 189925/218470/225440 (1,546)             
Institute of Clinical Research, Inc. M05-HF-014-0704-1 (2,703)             
The Regents of the University of California, UM1AI110498 2,184               
University of Miami 666646 308,623           
University of Michigan 3003525324 1,042               
University of Michigan AI096962 (272)                
University of North Carolina at Chapel Hill 5115841 7,525               
University of Wisconsin-Madison 839K241 287,425           
University of Wisconsin-Madison 850K161 162,958           
University of Wisconsin-Madison 0000000162 332,646           
Atox Bio, Ltd. ATB-202 30,330             
Duke University SPS 157805/188594 (136)                
Institute for Clinical Research, Inc. M05-HF-014-0704-1 (13,555)            
Summit (Oxford) Limited SMT19969/C005 4,084               
University of Michigan 30044184954 258,733           
University of South Florida TrialNet Clinic Agreement - Site# 3336 (16,379)            

93.859 Biomedical Research and Research Training
GM128156 215,549           

93.865 Child Health and Human Development Extramural Research
HD082147 695,102           304,064             

University of Michigan 3004563656 92,782             
Michigan State University HHSN267200700034C (163)                

93.866 Aging Research
AG038648 98                   
AG052735 82                   
AG055583 (83)                  
AG057494 400,784           355                   
AG063750 147,064           

HealthPartners Research Foundation U01AG029824 14,610             
University of Utah 10042502-03 (314)                

(Continued)  
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Research and Development Cluster:
93.867 Vision Research

Jaeb Center for Health Research U10EY14231 6,821$             -$                     
Pennsylvania State University HFHEY023533 432                 
The Washington University WU-16-112-MOD-2 9,899              
Wayne State University WSU17064 73,652             

Department of Veteran Affairs
Department of Veteran Affairs

36C257-19-Q-0289 PO# 674-D96003 9,099              

National Aeronautics and Space Administration
43.003 Exploration

NNX13AB42G 73,538             16,000              

Total Research and Development Cluster 43,524,711       13,005,555        

Other Programs:
Supplemental Nutrition Assistance Program Cluster:
Department of Agriculture

Food and Nutrition Service

10.561 State Administrative Matching Grants for the Supplemental Nutrition Assistance Program
Michigan Fitness Foundation FY19 HFHS 418,120           
Michigan Fitness Foundation FY20 HFHS 143,153           
Michigan Fitness Foundation HFHS PSE 2019-003 25,472             
Michigan Fitness Foundation HFHS EEB RFA 2019-04 39,011             

Total Supplemental Nutrition Assistance Program Cluster 625,756           -                       

Other Programs:
Department of Health and Human Services

Administration for Children and Families
93.092 Affordable Care Act (ACA) Personal Responsibility Education Program

Michigan Department of Community Heal E20192491-00 61,772             
Michigan Department of Community Heal E20203249-00 28,652             

Centers for Disease Control and Prevention
93.080 Blood Disorder Program: Prevention, Surveillance, and Research

Hemophilia Foundation of Michigan CDC 17-18-424 (347)                
Hemophilia Foundation of Michigan CDC 18-19-424 19,036             
Hemophilia Foundation of Michigan CDC-19-20-424 5,871              

93.283 Centers for Disease Control and Prevention_Investigations and Technical Assistance
Michigan Department of Community Heal E20192600-00 2,926              
Michigan Department of Community Heal E20201934-00 874                 

93.426 Improving the Health of Americans through Prevention and Management of Diabetes and Heart Disease and Stroke
Michigan Department of Community Heal E20202854-00 58                   

93.435 Innovative State and Local Public Health Strategies to prevent and Mange Diabetes and Heart Disease and Stroke
Michigan Department of Community Heal E20202854-00 1,005              

93.757 State and Local Public Health Actions to Prevent Obesity, Diabetes, Heart Disease and Stroke (PPHF)
Greater Detroit Area Health Council Inc. MI-1422 40,844             

(Continued)  
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Other Programs:
Centers For Medicare And Medicaid Services 

93.624 Affordable Care Act (ACA) - State Innovation Models:  Funding for Model Design and Model Testing Assistance
Michigan Department of Community Health E20192881-001 1,695,689$      -$                      

Health Resources and Services Administration
93.110 Maternal and Child Health Federal Consolidated Programs

Hemophilia Foundation of Michigan 2-H30MC24047-06-00 7                     
Hemophilia Foundation of Michigan 5-H30MC24047-07-00 6,492               
Hemophilia Foundation of Michigan 5-H30MC24047-08-00 10,383             
Wayne State University D19HP30865 6,831               

93.501 Affordable Care Act (ACA) Grants for School-Based Health Center Capital Expenditures
C12CS32646 96,500             

93.914 HIV Emergency Relief Project Grants
AIDS United U69HA310670100 202,964           
City of Detroit Health Department Ryan White - Early Intervention 218,429           
City of Detroit Health Department Ryan White - Primary Care 510,675           
City of Detroit Health Department Ryan White- Minority Aids Initiative 212,616           
City of Detroit Health Department Ryan White- Minority Aids Initiative Early Intervention 66,126             

Office of the Secretary
93.003 Public Health and Social Services Emergency Fund

Region 2 North Medical Bio-Defense Netwo Region 2 North 13,360             
Region 2 North Medical Bio-Defense Netwo 1UREP07026-01-00 1,403               

93.889 National Bioterrorism Hospital Preparedness Program
Region 2 North Medical Bio-Defense Netwo Region 2 North 18,384             

Substance Abuse and Mental Health Services Administration
93.276 Drug-Free Communities Support Program Grants 128,161           

Total Other Programs 3,348,711        -                       

Total All Programs 47,499,178$     13,005,555$      

(Concluded)  
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NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED DECEMBER 31, 2019  

1. BASIS OF ACCOUNTING 

The schedule of expenditures of federal awards is presented on the same basis of accounting used 
for presentation of Henry Ford Health System’s (the “System”) basic consolidated financial 
statements, which is in accordance with accounting principles generally accepted in the United 
States of America. 

The schedule of expenditures of federal awards is presented in accordance with the requirements of 
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance), and includes all the 
System’s expenditures charged to federal programs. The schedule summarizes expenditures by: 

 Primary federal funding agency 

 Programs as defined by Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance) 

 Direct award agreements with federal granting agencies 

The schedule of expenditures of federal awards includes negative amounts, the largest of which is in 
CFDA 93.853 (FAIN R01NS099030) for $829,246. This amount represents an accrual for the 
reimbursement to National Institutes of Health (NIH) for prior year expenditures. As per the prior year 
finding 2018-004, the System has agreed to voluntarily reimburse the NIH for all funds received since 
the grant inception. All other negative amounts in the schedule of expenditures of federal awards 
represent adjustments or credits made in the normal course of business to amounts reported as 
expenditures in prior years. 

2. PROGRAMS 

The System’s programs are primarily research and development. 

Research and development programs include those awards that are for basic and applied research and 
development activities. Title 2 U.S. Code of Federal Regulations Part 200 defines research and 
development as follows: research is a systematic study directed toward fuller scientific knowledge or 
understanding of the subject studied; and development is the systematic use of knowledge and 
understanding gained from research directed toward the production of useful materials, devices, 
systems, or methods, including design and development of prototypes and processes. 

Indirect Costs—The System uses indirect cost rates when determining federal awards expended for 
research, as approved by the United States Department of Health and Human Services. For other 
federal awards, to the extent indirect costs are allowable, the System elects to use the de minimis 
indirect cost rate allowed under the Uniform Guidance. 

* * * * * * 
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PART I—SUMMARY OF AUDITORS’ RESULTS 

Type of report the auditor issued on whether the financial statements 
audited were prepared in accordance with GAAP 

Material weakness(es) identified?   _____ yes    _____ no

Significant deficiency(ies) identified?   _____ yes   _____ none reported

Noncompliance material to financial statements noted?   _____ yes   _____no

Internal control over major federal programs:

Material weakness(es) identified?   _____ yes   _____ no

Significant deficiency(ies) identified?   _____ yes   _____ none reported

Type of auditor's report issued on compliance for major federal programs

Any audit findings disclosed that are required to be reported in accordance 
with 2 CFR 200.516(a) ?

  _____ yes   ______ no

Name of Federal Program or Cluster

Research and Development Cluster

State Administrative Matching Grants for the Supplemental Nutrition 
Assistance Program

Dollar threshold used to distinguish between Type A and Type B programs:

Auditee qualified as low-risk auditee?   _____ yes   ______ no

  CFDA Number

  Multiple – See SEFA Schedule

$1,424,975 

Financial Statements 

  Unmodified

Internal control over financial reporting:

Federal Awards 

  Unmodified

Identification of major federal programs: 

  10.561

X

X

X

X

X

X

X
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PART II—FINANCIAL STATEMENT FINDINGS SECTION 

No matters are reportable. 

PART III—FEDERAL AWARD FINDINGS AND QUESTIONED COSTS SECTION 

FINDING 2019-001 Research and Development Cluster – Finding of Non-Compliance–Cash 
Management 

Condition – In one identified instance, the System requested and received funds from the federal 
government as reimbursement for program costs, prior to paying for such costs. This is not in compliance 
with respect to cash management requirements for reimbursement grants which requires non-federal entities 
to pay for program costs, prior to being reimbursed by the federal government.  

Criteria – Per the UGG Compliance Supplement, Part 3.1-C Cash Management, when entities are funded 
on a reimbursement basis, program costs must be paid for by entity funds before reimbursement is 
requested from the Federal Government. When non-Federal entities are funded under the reimbursement 
method, the entity is required to pay for the costs for which reimbursement is requested prior to the date 
of the reimbursement request (2 CFR section 200.305(b)(3)).  

Cause – The System's control for reviewing monthly reimbursement requests for grants funded on the 
reimbursement basis did not operate effectively to ensure all program costs had been paid in full prior to 
submitting the reimbursement request. The payment listing used to process the reimbursement request should 
be filtered based on the date of payment. 

Effect – The cash management compliance requirement for reimbursement basis grants is in place to ensure 
non-federal entities are not paid in advance of need for such funds. This ensures accountability on the part of 
the non-federal entity receiving federal awards. In this case, the System received federal funds as 
reimbursement for costs which had not yet been paid, which is not in compliance with UGG cash 
management requirements. There is a potential that requests for reimbursement would not be matched with 
actual incurred costs resulting in an overstatement of federal money received.  

As the costs existed, the costs were incurred, were valid and allowable costs for a direct material grant, and 
were reimbursed, there are no impermissible costs or effects on the balances or SEFA in the current year. The 
identified error indicates that the System should adjust the internal control process over compliance cash 
management to track date of payment, date of payment request, and date of reimbursement request. There 
were no other instances of reimbursement being incurred prior to the date of payment. There are no current 
effects on the financial statements or SEFA schedule in the current year.  

Questioned costs – None 

Context – The System submits reimbursement requests to the grantor agency on a monthly basis for program 
costs incurred and paid in the prior month. In the case of this finding, the January 2019 reimbursement 
request was submitted by the System on 2/28/19, and funds were received on 3/1/2019. However, this 
reimbursement included funds associated with a certain invoice that had not yet been paid by the System as 
of 2/28/19.  Specifically, an invoice billed to the System by a subrecipient entity, requesting reimbursement 
for program costs of $192,570, that was recorded on 1/28/2019.  
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In this instance, the System requested reimbursement funds prior to sending payment to a subrecipient to 
reimburse for its program costs. This is not in compliance with respect to cash management requirements for 
reimbursement grants which requires non-federal entities to pay for program costs, prior to being reimbursed 
by the federal government.  The System sent a payment to the subrecipient on 3/4/2019 (the date on the 
check), for an amount of $192,570.  The date of the reimbursement request occurred prior to the date of 
payment and does not meet the standard of Part 3.1-C Cash Management. Therefore, the value of $192,570 
should not have been included on the reimbursement request.  

Repeat Finding from Prior Year – No 

Recommendation – For UGG compliance purposes, the System's cash management control over review of 
reimbursement requests should include comparison against a report which shows the payment date for 
program costs being included in the reimbursement request to ensure payment has been made for all items 
prior to reimbursement. 

View of Responsible Officials – See attached corrective action plan. 

Contact Person – Joe Ohmer, Director of Fund Accounting, Henry Ford Health System 
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FINDING 2019-002 CFDA 10.561 Supplemental Nutrition Assistance Program-Education (SNAP-ED) 
“Generation With Promise” – Finding of Non-Compliance–Financial Status Report Submission 

Condition – Employee payroll costs relating to the SNAP-ED program were not applied to the renewed 
program year, resulting in the delay of submission of permissible payroll costs for reimbursement to the Pass-
Through Entity until after the required period (see criteria section).  

The SNAP-ED grant was renewed for a continuation program year 10/1/19-9/30/20, and the employees' time 
worked in November 2019 should have been charged to this new program. One employee's bi-weekly pay for 
November was not transferred/coded to the new project. As a result, the November 2019 invoice for cash 
management reimbursement was prepared by the System and submitted for this program without this value 
included. The program cost was not included in any subsequent monthly invoices within the required 90 day 
period. 

Criteria – Per the subaward grant agreement, the Financial Status Report Submission requirement 
dictates that "The Grantee shall submit a monthly invoice to the Pass-Through Entity. The invoice shall 
indicate actual expenditures incurred broken out by category of expense in the performance of this 
Agreement for the period being billed and the units of service delivered. The invoice shall be submitted to 
the Pass-Through Entity within fifteen (15) days from the end of the monthly billing period. Monthly 
invoices are due to the Pass-Through Entity no later than the fifteenth (15th) of the following month. The 
Pass-Through Entity may not make a payment to the Grantee for billings submitted more than 90 days 
after the end of a billing period. Obligations incurred prior to or after the period covered by this 
Agreement shall be excluded from the Grantee’s Monthly Invoice." 

Cause – The System did not review and file a timely report for all incurred costs to ensure all expenditures 
incurred during the November billing period pertaining to the SNAP-ED grant program were appropriately 
included on the monthly invoice to the Pass-Through Entity.  

Effect – There is no current year or prior year effect on the financial statements or the SEFA schedule.  The 
costs were allowable and appropriate to the grant. The salary cost was incurred and paid by the System in 
November 2019 through the course of payroll processing, and it was appropriately included and reported on 
the 2019 SEFA. However, the item was not included in the reimbursement invoice for the month of 
November.  The effect is only an effect of reporting in that the System has not timely reported incurred costs 
to the Pass-Through Entity.  

As stated in the criteria section, the requirement per the grant agreement under Financial Status Report 
Submission section states that "The Grantee shall submit a monthly invoice to the Pass-Through Entity. The 
invoice shall indicate actual expenditures incurred broken out by category of expense in the performance of 
this Agreement for the period being billed and the units of service delivered. The invoice shall be submitted 
to the Pass-Through Entity within fifteen (15) days from the end of the monthly billing period. Monthly 
invoices are due to the Pass-Through Entity no later than the fifteenth (15th) of the following month. The 
Pass-Through Entity may not make a payment to the Grantee for billings submitted more than 90 days after 
the end of a billing period. Obligations incurred prior to or after the period covered by this Agreement shall 
be excluded from the Grantee’s Monthly Invoice." Once the System bills for the identified salary cost there is 
a possibility the Pass-Through Entity may deny payment of this amount as this expenditure will have been 
submitted more than 90 days after the date of the expenditure. 

Questioned costs – None 
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Context – The expenditure was for salary cost of $701 for an employee for time worked in November 2019 
that was charged to the SNAP-ED subaward grant year period 10/1/18-9/30/19. However, this grant renewed 
in October for the new program year 10/1/19-9/30/20 and was assigned a new program number. The 
employees' time worked in November 2019 should have been recorded under the new program number, but it 
was charged to the old program number, as the System had not yet transferred the employee to the new grant 
program. As a result, the November 2019 invoice that was prepared by the System and submitted for this 
program did not include the salary expense of this employee. The System’s internal controls did not operate 
effectively to identify and correct this oversight in a timely fashion.  The tardiness of the correction was 
compounded by the COVID-19 pandemic which began to impact the System's resources in late Spring 2020. 
The cost was billed in the August 2020 submission to the Pass-Through Entity. 

Repeat Finding from Prior Year – No 

Recommendation – The System's control over review expenditures for reimbursements should be enhanced 
to include a specialized review during the period in which grants transition between program years. Flagging 
and identifying the grants that have been renewed or changed project/grant numbers would trigger additional 
review to ensure that all costs are transferred and billed timely. Applying this additional process step to  
identify that all employee salary costs are transferred from the old program to the new program identifier in 
the system, will allow for timely billing and reimbursement of salary costs. 

View of Responsible Officials – See attached corrective action plan. 

Contact Person – Joe Ohmer, Director of Fund Accounting, Henry Ford Health System 
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Summary Schedule of Prior-Year Audit Findings for the Year Ended December 31, 2018 

Fiscal 
Year 

Finding 
Number 

Finding 
CFDA 

Number 
Questioned 

Costs 
Contact 

Person(s) 
Comments 

2018 2018-
001 

Reporting R&D 
Cluster 

None Joe Ohmer, 
Director 
Fund 
Accounting 

Corrective action plan was started in 
2019 and implemented during 2020. 

2018 2018-
002 

Equipment 
and Real 
Property 
Management 

R&D 
Cluster 

None Joe Ohmer, 
Director 
Fund 
Accounting 

Corrective action plan was started and 
implemented in 2019.  

2018 2018-
003 

Equipment 
and Real 
Property 
Management 

R&D 
Cluster 

None Joe Ohmer, 
Director 
Fund 
Accounting 

Corrective action plan was started and 
implemented in 2019.   

2018 2018-
004 

NIH Foreign 
Component 
Policies 

R&D 
Cluster 

$359,628 Nancy Hay, 
Director, 
Research 
Admin 

Corrective action plan was started and 
implemented in 2019. Currently 
working with NIH to reimburse funds 
in October 2020. 
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Corrective Action Plan of Current Year Audit Findings for the Year Ended December 31, 2019 

Fiscal 
Year 

Finding 
Number 

Finding 
Grant/ 
Cluster 

Questioned 
Costs 

Contact 
Person(s) 

Corrective 
Action 

Planned 

Anticipated 
Completion 

Date 
2019 2019-

001 
Cash 
Management 

R&D 
Cluster 

None Joe Ohmer, 
Director 
Fund 
Accounting 

See Appendix 
A 

November 30, 
2020 

2019 2019-
002 

Reporting CFDA 
10.561 

None Joe Ohmer, 
Director 
Fund 
Accounting 

See Appendix 
A 

October 31, 
2020 
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Appendix A 

UGG CORRECTIVE ACTION PLAN FOR YEAR ENDED DECEMBER 31, 2019 

FINDING 2019-001 Research and Development Cluster – Finding of Non-Compliance–Cash Management 
 
Condition:  In one identified instance, the System requested and received funds from the federal government 
as reimbursement for certain program costs which had not yet been paid by the System.   

Corrective Action Plan:  The System will enhance its cash management controls to include comparison against a 
report which shows the payment date for program costs being included in the reimbursement request to ensure 
payment has been made for all items prior to reimbursement. 
 
The expected completion date for this is November 30, 2020. 
 
Contact Person – Joe Ohmer, Director of Henry Ford Health System Fund Accounting 
 
FINDING 2019-002 CFDA 10.561 Supplemental Nutrition Assistance Program-Education (SNAP-ED) 
“Generation With Promise” – Finding of Non-Compliance–Financial Status Report Submission 

Condition:  In one identified instance, a program cost related to an employee salary expense of $701 in 
November 2019 was not included in the associated November 2019 monthly invoice submission to the Pass-
Through Entity.  The expense incurred was for work associated with the program but was not charged to 
the current year program in order to be billed. 

Corrective Action:  The System will enhance its controls over review of the monthly Financial Status Report 
submission to include a specialized review during the period in which programs transition between program 
years. 
 
The Fund Accounting and Research Administration departments will also continue to communicate to the 
operational and research staff the existing procedures for properly recording retroactive journal entries. The 
System will continue to conduct in-services/training to those departments requesting or needing it.   
 
The expected completion date for this is October 31, 2020.  
 
Contact Person – Joe Ohmer, Director of Henry Ford Health System Fund Accounting  
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